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Program by activities: | 
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9; GORI 5 Jide cick 837, 073 | 793, 000 771, 000 
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Mr. Tuomas. Gentlemen, will the committee please come to order. 

It is certainly nice to have this distinguished group of gentlemen 
with us from the Renegotiation Board. It is always a pleasure to see 
you gentlemen. It is nice to have the Chairman, Mr. Coggeshall, and 
Mr. Hartwig, Mr. Ross and Mr. Stuart. 

Mr. CoaersHatu. Mr. Stuart. This is his initial hearmg. He 
missed it last year. 

Mr. Tuomas. We are delighted and honored to have you with us. 
We also have Mr. Campbell, a Board member; the General Counsel, 
Mr. Fensterstock; Mr. Haggerty, the Director of Administration; 
Mr. Semple, Director of Assignments, and Miss Egbert, budget analyst. 

Did we overlook anybody? 

Mr. CoaausHatyi. No, I think you called the complete roll. They 
are all here. 

Mr. Tuomas. Good. Happy New Year to all of you. Mr. Chair- 
man, if you have a statement for us, we will be certainly delighted. 

Mr. CoaersHA.t. Yes, [ have a statement. 

Mr. Tuomas. We will listen to you as long as you want to talk. 


GENERAL STATEMENT 


Mr. CoecrsHatit. Mr. Chairman and members of the subcom- 
mittee, the Renegotiation Board welcomes the opportunity to appear 
in support of its budget estimates for the fiscal year 1959. 

For fiscal 1958 the sum of $3 million was appropriated for the 
operations of the Board. Our request for fiscal 1959 is in the amount 
of $2,900,000. This request was prepared on the assumption that 
the Renegotiation Act of 1951 would terminate on December 31,1958. 
However, the President has now recommended that the act be extended 
‘fn the interest of holding procurement costs to a minimum”’ in the 
execution of our expanded and intensified national-defense program. 

The Renegotiation Board has serious misgivings that, with such 
increased defense procurement activity, it may be unable to carry 
out its statutory responsibilities properly and maintain an adequate 
organization with the funds it has requested for fiscal 1959. Should 
this prove to be so, the Board will have no recourse but to request 
a supplemental appropriation. In any event, by any forseeable 
standard, the amount presently requested is rockbottom if the Board 
is to function effectively in the coming fiscal year. 

The Board’s expenses have always been small in relation to the 
benefits derived by the Government from renegotiation. From its 
organization under the 1951 act through June 30, 1957, the Board 
made agreements or orders determining excessive profits in the total 
amount of $610,330,885, before Federal tax credit. Interim pre- 
payments and agreements and orders in process as of that date 
amounted to $47,161,381. In addition, renegotiation proceedings 
with assigned contractors disclosed voluntary refunds and_ price 
reductions amounting to $642,112,497. Thus, the total amount of 
recoveries and price reductions directly attributable to the existence 
and influence of the renegotiation law, from the inception of the Board 
through June 30, 1957, aggregated $1,299,604,733. 

I might say here we were so close to a billion three—it could have 
been rounded—but we didn’t have that $395,267 required to make it 
$1,300 million but it was awfully close. 
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During the same period the administrative expenses of the Board 
totaled $23,609,707, or 1.8 percent of such savings. Both totals have 
shown comparable increases to the present date. I didn’t want to 
clutter up the record with December 31 figures. There was some 
confusion last year on that account. 

When the act was last extended through December 31, 1958, it was 
amended in several important respects. Chief among these was the 
provision, applicable to fiscal years ending after June 30, 1956, in- 
creasing the minimum amount prescribed for renegotiation from 
$500,000 to $1 million. That is the so-called floor—the amount of 
sales in any 12 months’ period which you have to pass in order to be 
liable for renegotiation. One year ago, in my statement before this 
subcommittee, I stated that this change was not expected to bring 
about any substantial decrease in Board workload or in refunds, since 
most refunds have come from contractors whose renegotiable sales 
exceeded $1 million. The full effect of the raised floor has not yet 
been felt, but Board activity under the new floor to date confirms our 
original anticipation. 

The principal item in the operating costs of the Board represents 
salaries. I think it is about 94 percent of our very small budget. 
Consequently, the Board’s steady lowering of its operating costs has 
been accomplished mainly by reductions in personnel. The average 
number of employees in the Board was 716 in 1954, 593, in 1955 
492 in 1956, and 438 in 1957. For fiscal 1958, average employment 
is estimated at 342, and for fiscal 1959 at 330, but this latter figure 
may have to be raised to meet the demands of increased procurement 
activity. 

I shall be pleased, of course, at the pleasure of the subcommittee, 
to answer any questions or supply any other information relating to 
the activities of the Board. 

Mr. Tuomas. Mr. Chairman, that is an excellent statement, but 
you always do make a fine statement. You made two statements 
there I wish you would explain. 

One, why a deficiency, and two, what difference does it make, as 
far as this appropriation is concerned, whether you go out of business 
as far as extension of the act beyond December 31 of this year, and 
what difference does it make since you are going to be in business 
for 2 or 3 more years, aren’t you? 

Mr. CoacesHA.u. Yes, but our budget was based on the assump- 
tion —— 


WORKLOAD BEYOND TERMINATION OF RENEGOTIATION ACT 


Mr. Tuomas. Why would you be in business 2 or 3 more years if 
your legal authority is cut off to do business beyond December 31 of 
this year? 

Mr. CoaGcrsHAtu. Because, Mr. Chairman, and I am sure you 
know, but you want me to develop it. 

Mr. THomas. That is right. 

Mr. CoacrsHatu. The contractors are not called upon to file for 
1958 before or even at the close of their fiscal year, the close of 1958, 
not until the Ist day of the 5th month thereafter. 

Mr. Tomas. Five months thereafter. 
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Mr. Coacrsnatt. That would mean that the bulk of the calendar 
year 1958 companies would not file with the Board until May 1, 1959, 
if they filed on time, and if they have sufficient reason for extension of 
a month or two, that they haven’t completed their tax return, or one 
thing or another, we always grant the extension to correspond. 

Mr. Tuomas. For a practical reason. What year are you working 
on now? 

Mr. CoecrsHaLy. We are midway in 1954 and into 1955. 

Mr. Tromas. So you have all of 1955, all of 1956, all of 1957, and 
all of calendar 1958. 

Mr. CocecrsHay. There are a few lags, but if nothing is coming in 
after May 1, 1959, when we make our projection for 1960, then we’d 
be running downhill—you’d start it downhill. 

Mr. Tuomas. That is a very good explanation. Now, why the 
deficiency I spoke of a while ago? 

Mr. CocersHatu. Deficiency? 

Mr. Tuomas. We always jump when we hear that word. 

Mr. CoccrsHaLu. What deficiency? 

Mr. Tuomas. We will all forget it, then. 

Mr. CoaarsHAt.. Possible deficiency. 

Mr. Tuomas. Strike out the word “deficiency” and leave the word 
“possible,” and we'll forget it. 

Mr. CoacrsHa.u. Possible. 

Mr. Tuomas. Very good. Some gentleman was sent to my office 
the other day. His name is Mr. William R. Morse, College Park, 
Md., Maryland Electronics Manufacturing Corp., and he stated he had 
done a sizable amount of business with the Army, and perhaps the 
Navy and the Air Force. In 1953 and 1954 he had done some business 
with the Civil Aeronautics Administration, and was of the same type 
business that he had done with the armed services. I didn’t quite 
understand his statement of the Board regulations. You did not say 
Civil Aeronautics business was exempt, and apparently, since that was 
exempt, he took a loss in that business and he didn’t. get a credit. I 
assume. 

Mr. CoaersHatu. The case has been before our Board. 

Mr. Tuomas. You are familiar with it? 

Mr. CocGEsHALL. Yes. 

(Discussion off the record.) 


PURPOSE OF APPROPRIATION 


Mr. THomas. Mr. Reporter, would you be good enough to insert 
pages 4 and 5 in the record at this point, and I think it might be well 
to reread into the record this one sentence. It has a lot of meat in it. 

(The pages referred to follow:) 


PURPOSE OF APPROPRIATION 


The general purpose of the appropriation “Salaries and expenses, Renegotiation 
Board,” is to provide funds for salaries and all other expenses of the Renegotiation 
Board, created by the Renegotiation Act of 1951 (Public Law 9, 82d Cong., 
approved March 23, 1951, and as amended September 1, 1954, August 3, 1955, 
and August 1, 1956) with authority for the determination and elimination of 
excessive profits realized by contractors and subcontractors in connection with 
procurement under the national defense program. 
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These estimates include the salaries of all full-time personnel assigned to the 
activities of the Renegotiation Board, as well as expenses of a few consultants 
and temporary employees. In addition, the estimates include all expenses for 
travel, communication expenses, printing and reproduction, office supplies, utility 
services, equipment, employer’s share of retirement and life insurance and social 
security programs, and other costs incident to the administration of the act. 


OPERATION UNDER THE ACT 


Under the Renegotiation Act the Renegotiation Board reviews the overall 
profits by a contractor on his defense contracts during the contractor’s fiscal year. 
Renegotiation is conducted on the basis of total receipts or accruals from all 
defense contracts and subcontracts and not on a contract-by-contract basis. By 
statute a contractor having a total of $1 million or less of receipts or accruals on 
defense contracts and subcontracts during any fiscal year ending after June 30, 
1956, or a total of $500,000 or less for any fiscal year ending on or before that 
date, is not subject to renegotiation. A contractor having more than such 
amount of renegotiable business is subject to renegotiation. In those cases 
requiring renegotiation proceedings, the Board secures as much information as it 
deems necessary to determine whether the contractor has made excessive profits. 
In each case the Board’s determination is based on the measure of efficiency and 
the application of the other factors set forth in the act, which are (1) reasonable- 
ness of ccsts and profits, (2) capital employed, (3) extent of risk assumed, (4) 
nature and extent of contribution to the defense effort, (5) character of business. 


CRITERIA USED IN RENEGOTIATION PROCESS 


Mr. THomas— 
In each case the Board’s determination is based 


upon a yardstick, and the yardstick is that which is laid down in the 
act; isn’t it? 

Mr. CoacrsHatu. Yes. 

Mr. THomas— 


The measure of efficiency and the applicatiog of the other factors set forth in the 
Act, which are 


I mean in renegotiating— 

which are (1) reasonableness of vosts and profits 

that is rather loose language— 

(2) capital employed, (3) extent of risk assumed 

well, that is rather loose, too— 

(4) nature and extent of contribution to the defense effort 


well, again, this raises the point that I mentioned awhile ago about 
the size and character of the business— 


and (5) character of the business. 


Mr. CoccEsHALL. Yes; because these are developed at more length 
in the law. This is a summary statement of the factors, the critieria 
established at some length in the law, and expanded in our regulations. 
It takes up 6 or 8 pages in the regulations. 
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ESTIMATE OF OBLIGATIONS BY ACTIVITY 


Mr. Tuomas. Will you put the tables on page 6 in the record. 
(The page referred to follows:) 


Estimate of obligations by activity 


1957 actual | 1958 estimate | 1959 estimate 


Vis ciel | 


| 








a a | $490,285 | $476, 000 | $463, 000 
2. Staff operations - Pe MIE CE REN AE 837, 073 | | 793, 000 771, 000 
3. Renegotiation operations (field) . Sichanstend Ge aneeanat 2, 210, 410 1, 731, 000 | 1, 666, 000 
Total obligations_.._...____- sa aagedind Sietahe Soaks aaa 
| 


3, 537, 768 | 3, 000, 000 | 2, 900, 000 





queeery of man-year requirements 


| 1957 actual eee 1959 estimate 











1. Executive direction ___- 


bakit Suh 4 i 58.3 | 53 50 

2. Staff operations. -__.._......-. Re FOP, 111.0 | 93 | 91 
3. Renegotiation operations (field) .............__- a | 268. 8 | | 196 | 189 
oe ee ee 

Total man-year requirements _-_-__.......___-.-- ‘ | 438. 1 342 330 





NUMBER OF FILINGS AND DISPOSITION 


Mr. Tuomas. Your employment dropped from 342 to 330 in 1958 
to 1959, executive direction from 53 to 50, staff operations from 93 to 
91 and your field operations go from 196 to 189, and by virtue of that, 
I believe your planned workload for fiscal 1959 is what—1,600? 

Mr. CoaersHA.u. Sixteen hundred completions. 

Mr. Tuomas. And how many did you complete for 1958, the same 
number? Was that your prognosis? 

Mr. CogersHau. That is our prognosis, and we are running slightly 
ahead. I think it is 810 or 820—that is December 31—822 for the 
first 6 months. 

Mr. Tuomas. And at this point, Mr. Reporter, will you insert page 
12 in the record, which is a pretty good table, and you put a footnote 
down here, and ‘that helped me a whole lot, too. 

(The page referred to follows:) 
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Mr. Tuomas. It says— 
Discrepancy between these figures is due to field reporting. 


I couldn’t make my figures come out even, here. 

Mr. CogersHatt. You can’t make them come out. We threw up 
our hands. 

Mr. Tuomas. All right, what does it all add up to for fiscal 1958 
and fiscal 1959 completed cases? Your prognosis for 1958 is 1,600 
cases. You have a backlog for 1958 of 2,039? 

Mr. CoaersHatL. That is right. 

Mr. Tuomas. And you assigned to the field, 1,350? 

Mr. CoaersHatt. That is what we estimate. 

Mr. Tuomas. And you screened out here in the headquarters 3,150 
cases out of a total filed of 22,900; is that correct? 

Mr. CocessHatt. You have to distinguish between the below-the- 
floor cases and above the floor. 

Mr. Tuomas. We will break that down, too. Below the floor is 
18,500 and above is 4,400. Did I interpret your filings correctly? 

Mr. CoacesHauy. I think those are correct, sir—what we call 
statutory filings above the floor, and beneath the floor. 

Mr. THomas. They all add up to 22,900. Well, listen here—— 

Mr. CoaersHatt. The 4,400 are the statutory filings. 

Mr. Tuomas. Your total is 22,900? 

Mr. CoaeesHa.u. That is right. 

Mr. Tuomas. That is correct, and now for 1959 you estimate that 
your total filings will be 20,600? 

Mr. CoccEsHa.L.. Yes. 

Mr. Tuomas. You will screen out 2,650 of them and you will assign 
to the field 1,350, the same as 1958, and you will have a backlog of 
1,789 at the end of fiscal 1959, and that will give you a total of 3,139, 
and you will dispose of in that year 1,600, so you will have a backlog 
of 1,539. The backlog is piling up over and above the completed 
cases, isn’t it, even for the fiscal year 1959? 


REGIONAL OFFICES 


You closed your Chicago office; is that correct? 

Mr. CoGcGEsHALu. Yes. 

Mr. Tuomas. And it leaves you with New York, Detroit, and Los 
Angeles. I was looking at your map. The gentlemen from Arkansas 
and Louisiana and my hometown will have to travel a far piece to go 
to Los Angeles, won’t they? 

Mr. CoacrsHatu. There are not too many companies there, and 
we concluded, rather than sending them to Detroit—the communica- 
tion between New Orleans, for example, and Los Angeles is naturally, 
geographically very easy traveling, and secondly, the type of cases 
which we have in that region ties up very closely to what the Los 
Angeles Board has concentrated in; namely, the airframe industry 
and construction. It was a tossup whether we’d give it to the Detroit 
region or Los Angeles, and for balance of workload, ease of travel and 
the nature of the business, we decided that that territory belonged— 
properly belonged to the Los Angeles Board. 


JURISDICTION OF FIELD OFFICES 


Mr. Tuomas. Have you extended, Mr. Chairman—have you 
extended the jurisdiction of your field offices? I notice this sentence: 
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The Board headquarters has delegated authority to its regional boards to process 
these assignments in which renegotiable profits after taxes are less than $800,000. 

Mr. CoaarsHaLu, After taxes? 

Mr. Tuomas, Before. 

Mr. CoaarsHatu. We always do before taxes. 

Mr. Tuomas (reading): 

In assignments of greater magnitude, class A, the Board reviews the deter- 
mination made by the regional board. 

Mr. CoaersHatu. We have made no recent change in that at all. 
At one time it stood at $400,000. 


VALUE OF CONTRACTS SUBJECT TO RENEGOTIATION 


Mr. Tuomas. This is a very good sentence. Up through December 
31 of 1958, the Board will have had filings approximating what, 250 
billion, or is it actually renegotiable business of 250 billion? Which is 
it? 

Mr. CoaensHauu. That is the total dollar value of renegotiable 
contracts and subcontracts. 

Mr. Tuomas. What part of that $250 billion will the Board really 
take a look at? 

Mr. CoaersHatu. We take a look at everything. Out of that $250 
billion, of course, there are a great many exemptions made by the 
Congress. 

Mr. Tuomas. What part of that $250 billion mandatorily goes to 
the Board, is it half, one-third, two-thirds, three-quarters? What is 
your guess? 

Mr. CoaGesHatu. Everything that is subject, which runs roughly 
to $40 billion a year. We take half of that $40 billion of the Defense 
Department, we would say that half is not hardware, but on the other 
hand all of the subcontracts thereunder become subject, and we have 
used from experience that figure and you cut that figure in half and 
then you raise it again. 

Mr. Tuomas. Then would you say that that figure of $250 billion, 
that it would be accurate to say $125 billion? 

Mr. CoGGEsHaLu. I would say about $150 billion, that would be 
my guess, because there are so many exemptions that we never have 
been able to make an exact calculation of the effect of, say, cost 
allowances, on the profits and the $250 billion is right for the total 
sales but a substantial portion of the profit on the sales gets exempted, 
the raw material allowances and other special things that were laid 
down by the Congress, beginning in 1943. We state that $250 billion 
sales is right, but maybe $100 billion is not actually renegotiated. 
That is inner analysis, done, you know, by feel. 


ANTICIPATED WORKLOAD 


Mr. Tuomas. Let me read into the record at this point page 12, it 
has some meat in it: 


Workload and production estimates for fiscal year 1960 and 1961 have been 
included in table II preceding to show the volume of filings to be handled under 
the 1951 act as presently enacted. In formulating the fiscal year 1959 budget 
estimates the Board has set a case completion objective of 1,600 and has requested 
funds adequate to accomplish this goal. 
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Program results: Through June 30, 1957, contractors subject to the Renegotia- 
tion Acts of 1948 and 1951 had filed 193,464 reports. Of this number, 143,167 
had been found to be below the applicable statutory minimum. Of the remaining 
50,297 reports, 21,118 had been screened and assigned to the regional boards for 
full renegotation proceedings, 28,471 had been withheld from assignment to the 


regions, and 708 were in process at the headquarters office. This is presented 
in tabular form below: 


Action taken on reports filed through June 30, 1957 





Number 
Reports filed which were below the applicable statutory minimum. 143, 167 
Reports filed which were above the statutory minimum: 

Screened and assigned to regional boards __ 21,118 
Screened and processed at the headquarters office___ 28, 471 
In process _ __ . 708 

——— 650, 297 

Total___. eee 193, 464 


PENALTY FOR FAILURE TO FILE 


Mr. Tuomas. How much trouble are you having with the gentlemen 
who are a little slow in filing? Have you filed any complaints against 
any of them with the Department of Justice? 

Mr. CoccrsHauu. That is pretty well cleared up. I will turn it 
over to our counsel, Mr. Fensterstock. 

Mr. Frensterstock. Well, we are on their trail all the time, Mr. 
Chairman, and are constantly following up. 

Mr. Tuomas. Have you any cases where you have written to them 
a dozen times or a half a dozen times and they failed or refused to file? 

Mr. Fensterstock. Yes. 

Mr. Tuomas. How many? 

Mr. Fensterstocx. When we reach that point, we refer them to 
the Department of Justice. 

Mr. Tuomas. How many have you referred? 

Mr. Fensterstocx. We have referred, I think, 81 cases to the 
Department of Justice. We refer only those cases in which we know 
or have strong reason to believe that they exceed the floor. 

Mr. THomas. What period of time would that cover? 

Mr. Fensterstock. Well, Mr. Chairman, of the 81 cases a large 
part of them have through the efforts of the Department of Justice 
resulted in filings by the contractors, which is our ultimate objective, 
to get a filing from the contractor, and the Department of Justice has 
succeeded in prevailing upon the contractors to make the filings in a 
good many of the cases. The Department has not to date instituted 
any prosecutions. 

Mr. Tuomas. Do you have any law with penalty, or with any 
criminal liability attached to it so if they do not file there is a penalty, 
or do you have to rely upon persuasion? 

Mr. Fensterstock. Well, there is a provision of the Renegotiation 
Act which imposes a penalty upon the contractor for willful failure or 
refusal to file. 

Mr. THomas. What is that penalty? 

Mr. Fensterstocr. $10,000 or imprisonment for not more than 1 
year or both. 

Mr. Tuomas. Has anybody ever been indicted? 
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Mr. Fensterstock. There have been no prosecutions to date for 
failure or refusal to file. There have been some prosecutions for false 
filings instituted by the Department of Justice, but the Department 
has not yet proceeded to the point of indictment against anyone for 
failing to file. 

Mr. CoaersHaLt. We know of no case where we failed to get a 
filing in the end, when we referred it. 

Mr. THomas. What you are saying is that since the inception of the 
act there have been no willful violations and that everybody complied? 

Mr. CoagGesuatu. You can say that of the 1942 and 1943 act of 
the war, also 

Mr. Fenstersrock. There are a great many contractors, Mr. 
Chairman, who have not filed but whom we have not referred to the 
Department of Justice because it was decided in our initial conversa- 
tiene with the Department of Justice that there would not be much 
point in referring to the Department the case of a contractor whose 
sales are known to be below the floor because his filing would not be 
of much substance even if it were eventually elicited from him. 


MONETARY RESULTS OF RENEGOTIATION ACTIVITY 


Mr. Tuomas. This is good information to read into the record at 
this point, that by the operation of the Board the total refund deter- 
minations to June 30, 1957, was $610,380,855, while through the same 
date the Board obligated $23,609,707 for administrative expenses. 

That is what you collected. You had $642 million voluntarily 
returned to you also, did you not? 

Mr. CoGGEsHauu. Yes, sir. 

Mr. Tuomas. And in round figures that makes a total of $1,300 
million. 

Mr. CoGGEsHALu. Yes. 


VOLUNTARY REFUNDS 


Mr. Tuomas. What is the nature of the business—why is it that 
these gentlemen voluntarily come in—what do you call ‘“‘voluntary’’? 

Mr. CocGresHaui. Well, in renegotiation we have always- 

Mr. Tuomas. I mean, a man must have really what Mr. Evins has 
referred to as a conscience, you must have made a lot of conscience 
for them to come—when he comes in, do you question him? 

Mr. CoGGresHauu. He does not always come direct to us. He often 
goes direct to the procurement departments and after the contractor 
has talked to us. We verify through the procurement departments 
of the Army or the Navy, and so forth. 

Mr. Tuomas. When the gentleman goes back to the procurement 
department, what jurisdiction, if any, do you take in the matter? 

Mr. Coccrsnauy. Well, he may still have to pay an additional 
refund. 

Mr. Tuomas. You look him over just the same? 

Mr. Coacesuauu. Absolutely, he has to file his renegotiable business 
and that is one of the things, if he has made a voluntary reduction, 
that is taken into account, but first we verify it, and we give him credit 
for pricing more closely instead of holding on to excessive profits for 
a couple of years, using the Government’s money. They have 
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ane that it is to their advantage, that there is a degree of advantage 
to them. 

Mr. Tuomas. How much has been collected, Mr. Chairman, by 
voluntary returns and how much has actually been collected by 
renegotiation? 

Mr. CoaGEesHALL. They are running very close together. The 
figures have been determined and those which are in the pipeline, 
since July 1, are running approximately $75 million on determinations 
and orders and just under $100 million on voluntary refunds and 
price reduction. 

Mr. Tuomas. That is for the first 6 months of this fiscal year? 

Mr. CoecrsHa.Lu. The first 6 months of this year. 

Mr. Tuomas. And you are going to collect through voluntary re- 
turns and renegotiation fer the fiscal year 1958 in the neighborhood 
of $300 million? 

Mr. CoccrsHa.L. I would say not less than that, Mr. Chairman. 

Mr. Tuomas. That is good business, nice business. 

Now, do you anticipate the disposal of 1,500 cases this year and 
1,600 cases next year; what was the figure for 1957? 

Mr. CoacresHa.u. The 1957 figure in my recollection was 1,783. 

Mr. Tomas. And it cost you $150 million to try 1,783 cases; it 
cost $150 million? 

Mr. CocersHatt. It did not cost us to do that—— 

Mr. Tuomas. I mean, we lost that much money; times must be 
getting pretty hard. 

Mr. CocersHati. We have noticed since 1954, the year after 
Korea, a number of the companies that were doing very, very well 
during the Korean war were not doing so well in 1954 and 1955, but 
they started up again. 

Mr. Tuomas. Would that mean, the mere fact that the amount 
renegotiated is falling off in the neighborhood of $150 million from 
1957 to 1958, does that mean that the procuring services are tighten- 
ing up and perhaps doing a little tighter job? 

Mr. CoccersHa.. It is a combination. I mean after the Korean 
war there were a lot of terminations, cancellations, stretchouts, and 
so forth, and you have the exemptions and then the floor, that is in 
there, too, the change. 

Mr. Tuomas. From what to what? 

Mr. CocGsrsHAtL. From $500,000 to $1 million. 


OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. Your travel expense goes from $34,227 in 1957 to 
$40,000 in 1958, and it remains at $40,000 for 1959. 

Your “Transportation of things” is estimated in 1958 at $2,000 and 
it remains at $2,000 for 1959. 

Your communication services are $74,000 in 1958 and $72,000 for 
1959. That isa rather large figure. With whom do you communicate? 

Mr. CocersHatt. We have the fact that we cover the whole 
country. We first set out to do it by mail, second by telegram, and 
third by telephone. 

Mr. Tuomas. It is mainly your notices that you send out every 
year; you send out how many notices to your contractors? 


13 


Mr. CoacrsHatyi. What is the present figure, Mr. Semple? 

Mr. Sempte. We sent out 29,700 during the calendar year 1957. 

Mr. Tuomas. And that is just a precautionary service that you 
render to the contractor so that he will not forget. 

Mr. CoaersHaui. Yes; we keep in close contact also with the chair- 
men of the regional boards. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. And you have for “Other contractual services,” 
$30,000 for 1958 and $29,000 for 1959. 

Now, this item of $29,000 for 1959 is composed of these items: 

An estimate of 20 security or loyalty investigations at $260 each for 
a total of $5,200; cost of the Government insurance program, $8,000; 
moves, relocations, and building alterations, $9,000. 

Did you get any free service out of the General Services Adminis- 
tration, Public Buildings Service? 

Mr. CocersHa.u. | will ask Mr. Haggerty. 

Mr. Haaeerry. Yes; we did. 

Mr. CoaarsHa.u. We get some. 

Mr. Tuomas. The remaining $6,800 is required for the Board’s 
share of motor pool and health room expenses, repairs to furniture 
and machines, and so forth. 

How much is the motor pool? 

Mr. Haaaerty. About $1,000. 

Mr. THomas. What is your contribution to the retirement fund 
this year and next year? 

Mr. Coaa@rsHALu. $170,000, is it not? 

Mr. Haaaerty. Yes; around $170,000. 

Mr. CoacrsHaLu. That is at 6% percent of salaries. 

Mr. THomas. What is that charged to? 

Mr. CoaassHa.u. ‘Grants, subsidies, and contributions,”’ item 11. 

Mr. Tuomas. How much is your agency charged for its contribution 
to the insurance fund? Do you make a contribution to that? 

Mr. Haaeerry. $8,000. 

Mr. Tuomas. And is that charged under 11, too? 

Mr. Haacerty. That is class 7. 

Mr. Tuomas. Grants and subsidies are all charged under that? 

Mr. CoacesHatu. That is contributions to retirement fund. 

Mr. Tuomas. Where do you charge your insurance money? 

Mr. Haacerty. Page 36, class 07. 

Mr. Tuomas. “Other contractual services’’? 

Mr. Haacerty. Yes. 

Mr. Tuomas. And the insurance program is $8,000? 

Mr. Haaaerty. Yes, sir. 

lvir. THomas. Why do you charge one of those items to 07 and the 
other under 11? 

Mr. CoacesHa.tu. That is the way the budget sets it up. 

Mr. Haaeurty. The General Accounting Office? 

Mr. Coaersnatt. The GAO. We do not originate the system. 

Mr. Tuomas. Off the record. 

(Discussion off the record). 

Mr. Tuomas. Where are you going to spend your money for your 
building alterations, in the District or the field? “That is about $6,800. 
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Why should not the General Services Administration do that for you; 
and where is it in the field, Chicago, Los Angeles? 

Mr. Haacerry. That is the motor pool and health room expenses, 
Mr. Chairman. 

Mr. Tuomas. Well, what about your building alterations? 

Mr. Haacerrty. We are not going to have any building alterations. 

Mr. Tuomas. Well, you have this little item—— 

Mr. Haaecerry. That is the relocations, moving people and furni- 
ture. 

Mr. Tuomas. And how much is that? 

Mr. Haaeerry. $9,000. 

Mr. Tuomas. Well, you are going to do a lot of moving for $9,000. 
Where are you going to move to and from? 

Mr. Hagerty. It is not a case of “from,” it is within the buildings, 
altering the buildings to suit. 

Mr. Tuomas. Where do you get your $9,000 figure, did you just 
reach up and pick it out of the air? 

Mr. Haaaerry. We got it based on last year. 

Mr. THomas. How much was spent last year for moving? 

Mr. Haacertry. We did not break it down. 

Mr. Tuomas. If you don’t guess, then we will have to guess. 

Mr. Haacerty. No, it is not a guess. 

Mr. Tuomas. Well, tell us about it. 

Mr. Haaerrty. Well, for example, we spent $3,200 in Los Angeles, 
air conditioning the office. 

Mr. Tuomas. Air conditioning the office? 

Mr. Haacerry. Yes, sir. 

Mr. Tuomas. Well, why should you spend your money when 
Public Buildings Service is given funds for that purpose? 

Mr. Haaeerry. They don’t do that for us. 

Mr. CoaersHaLu. Not in the field. 

Mr. Tuomas. The only place they are supposed to do it— 

Mr. CoaersHa.u. They don’t do it in the field. 

Mr. THomas. Well. what else? 

Mr. Haaecerry. In New York, the office was partially air-condi- 
tioned and it cost us close to $3,200. 

Mr. Tuomas. Did you ask Public Buildings Service to do that for 
you? 

Mr. Haceertry. They bought the materials for us with our money, 
sir. 

Mr. CoaGEesHALi. We cannot buy direct. 

Mr. Haaeerry. They bought it and sold it. 

Mr. Tuomas. They bought it with your money? 

Mr. Haacerty. Yes. 

Mr. Tuomas. I think we’d better make a note of that. 


RENEGOTIATION BUSINESS AS A RESULT OF KOREAN WAR 


Mr. Yates. Mr. Coggeshall, last year in response to my question, 
you said that you were working on refunds for the year 1953 and you 
anticipated 1954 would show big profits—is that what you are working 
on now? 

Mr. CoacesHa.u. I have my second annual report, sir. I do not 
know whether you received a copy, they were distributed, showing 


15 


just where we stood. I will run down on page 9 of the second annual 


report, the table showing the percentages of completions of assign- 
ments, June 30, 1957: 


Contractors’ fiscal years and percent of completion 
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Mr. Yates. My question was particularly directed to the question 
of refunds and I asked you about the refunds which were attributable 
to production during the Korean war. I think that last year you were 
just moving into those were you not? 

Mr. CoacrsHaty. We were right in the midst of the 1953 year and 
the recoveries for that period, 1953, played a large part. The 1953 
recoveries under direct agreements and orders were slightly above 
$150 million, at June 30, and the voluntary refunds and price reduc- 
tions in that period aggregated $300 million. 

Mr. Yates. Are you all through with claims which came out of the 
procurement for the Korean war? 

Mr. CoaeusHatu. Our claims—well, we have not—we are not 
entirely through the 1953 year, but almost, it is 93.4 percent com- 
pleted, sir—it is about 6 percent open. 

Mr. Yates. Are these the biggest cases? 

Mr. CoGcGesHauu. There are some big ones, but there are very 
few big ones left in 1953 and a substantial number in 1954, the biggest 
companies in 1954 are still open. We have completed determinations 
in the field and the big cases are those on appeal, or up for review by 
the Board before we ratify the agreement or the clearance of the con- 
tractor; and we are right in the middle of the big airplane companies 
for 1954 at the present time. They will all be completed in my 
opinion by June 30. 


RATIO OF REFUND DETERMINATIONS TO ADMINISTRATIVE EXPENSES 


Mr. Evins. I have always been impressed with the work of the 
Renegotiation Board. I believe that, based on the amount of money 
expended, the return to the Treasury, it is correct, is it not, that you 
are averaging about $400 million returns to the Treasury in your 
operation each year? 

Mr. CoaGresHaLit. How much? 

Mr. Evins. I am asking you how much you are averaging. 

Mr. CoccresHauu. While the excess-profits tax was in effect through 
1953, the net recovery was about 30 percent, roughly 30 percent of 
the gross. When we get into the year 1954, the net recovery, roughly, 
is 50 percent and therefore the net is getting substantially higher 
vear by year. 

Mr. Evins. What is the average return in dollars based over the 
several years of operation of the Board? 

Mr. CocGesHauu. You can take this figure of $650 million determi- 
nations to last June 30, as tabulated, so it would be roughly $275 
million, roughly 40 percent. 

Mr. Evins. $275 million a year has been the average? 

Mr. CoGcGesHauu. The total, over a 4-year period. 
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Mr. Evins. And your annual appropriations have averaged what 
each year? 

Mr. CoacesHatu. Dividing $23 million by 6 or 7 years, about 
$3,500,0.0. That is excluding the voluntary refunds and the price 
reductions; I am just dealing exclusively with the determinations. 


Mr. Evins. Does this figure of $1, 300 million include voluntary 
returns? 


Mr. CoGcGEsHAL.. Yes, sir. 
Mr. Evins. I would say that is a very good investment, Mr. Chair- 
man. That is all. Thank you. 


EXTENSION OF RENEGOTIATION ACT 


Mr. Botanp. Do you recommend extension of the act? 

Mr. CocersHaLtt. We do not recommend. The President has 
requested it, and I have verified through the Defense Department 
that the request in the President’s budget message has been picked 
up. I am authorized to state that they are moving for a 2-year 
extension. It originates under the direction of the Secret ary of 
Defense with the Secretary of the Air Force who coordinates with 
the Secretary of the Army and the Secretary of the Navy and goes 
back to the Department of Defense; and they are planning to intro- 
duce this. It is not firmed up as yet, but is in process; and if it goes 
through that way, it will just be a simple request for a 2-year exten- 
sion of the act. 

Mr. Bouanp. That is all, Mr. Chairman. 

Mr. CoacssHau. That, of course, is after clearance by the Budget 
Bureau, but we never originate, we administer the law. 


VOLUNTARY REFUNDS 


Mr. Vurse.u. Were it not for this activity under your authoriza- 
tion, these voluntary returns, the voluntary settlements, would be 
doubtless a great deal less, would they not? 

Mr. CoacesHa... I think they would be virtually nonexistent. 
Jertainly a corporation having entered into a contract with the Air 
Force or the Navy or the Army or the Atomic Energy Commission, 
contracts in which they realize such-and-such profits, the directors 
of the corporation would throw themselves open to stockholder suits 
if they returaed voluntarily money to the Defense Department with- 
out consideration, just out of ki dheartedness. 

Mr. Vursett. I can quite agree with you. I think you are doing 
a remarkable job. It is a splendid thing to have this. I believe 
that were it not for this Board these excess amounts would not be 
returned to the Treasury, and I think it is a splendid thing. 

I think we ean all assume that when they are contracting vast 
amounts of money for national defense naturally, at times, either 
purposely or by mistake, contracts are let that are in excess of the 
necessary amount to do the job and so this organization working as 
it does gives a second chance and a very splendid opportunity to get 
a lot of money back into the United States Treasury which otherwise 
would never be there, were it not for this Renegotiation Board. 
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Mr. CocersHatt. Thank you, sir. That is a very interesting 
statement and I would like to add, first, that I am in agreement with 
you; and secondly, I would like on behalf of business to say that most 
enlightened business has the same attitude toward it. They may 
not like renegotiation, but I know company after company knows 
for their own sake and for their own standing and their own reputation 
ee they did not have renegotiation, they would need something 
ike it. 

Mr. Vurse.u. And in addition, the Board causes them to keep 
very careful records and develops the honest ones who want to be 
honest businessmen into even better businessmen; would you say that 
is right? 

Mr. Coae@esHat. I think that is true. 

Mr. Vurse.u. That is all. Thank you. 


RENEGOTIATION OF LOSSES 


Mr. Jonas. Do you have authority to renegotiate upwards? 

Mr. CoaersHaLt. No, sir. 

Mr. Jonas. You do not come in contact with the contractor’s loss? 

Mr. CoacresHauut. Under the original War Powers Act, sir. 

Mr. Fensrersrockx. The authority to grant price increases rests 
entirely with the procuring departments either under the terms of their 
contract, like the redetermination provisions, or under the War Powers 
Act. 

Mr. Jonas. Your Board does not have such authority? 

Mr. Fensrerstrocx. No. 

Mr. Jonas. There is not any appeal from your decisions? 

Mr. CoacrsHatt. Well, you could go into the court. 

Mr. Jonas. I do not see how a contractor could go to court. 

Mr. CoccesHati. The Court of Claims. 

Mr. Fensrerstock. They eppeal frem decisicns of this Beerd—— 

Mr. CoaGesHA.t. I have heard where they filed claims with the 
Army or the Navy or the Air Force and it was not granted, and I 
believe they moved into the Court of Claims, very occasionally, it is 
very rare. 

Mr. Jonas. The reason I asked, I am in accord with the purposes 
of the act and with the work that you are doing, but I have had 
brought to my attention a number of times that some centractors have 
lost money on Government contracts. It does not always appear 
that they have excess profits. 

Mr. Yares. If they do, they do not ccme before your Board. 

Mr. CoacesHa.u. I have always preclaimed this doctrine to the 
Department of Defense and I recommend it also before this committee: 
that on all renegotiation, overall renegotiation, I have maintained 
constantly, and I think properly both in the interest of the Govern- 
ment and the contractor, that the Defense Department dollar, as far 
as possible, should be subject to renegotiation; that you should not 
exempt this type of contract or that type of contract because if a 
contractor in any one year has a contract or he has list money, that is 
offset by contracts on which he made money, and it often results in 
clearances which would not be granted where it not for a loss in that 
particular contract. 
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Mr. Jonas. You mean your Board has the authority? 

Mr. Coccrsuatu. We conduct renegotiating under all contracts: 
in existence in any year, whether it is a fixed-price contract, a 
cost-plus-fixed-fee incentive, or redetermination contract. We examine 
the spokes of the wheel and we find that, where under a redeterminable 
contract there may be excessive profits, there may be losses even 
under a cost-plus-fixed-fee contract, perhaps because cost were dis- 
allowed which are perfectly good taxwise, and we take that deficiency 
into account on one segment of the business against the excess on 
another. 

Mr. Tuomas. In other words, you are not specific in a particular 
case, it is the overall? 

Mr. CoGeErsHa.t. It is the overall. 

Off the record. 

(Discussion off the record.) 

Mr. CoccesHatt. The act provides for a carry-forward of losses on 
renegotiable business. At one time it was limited to 1 year, and it is 
now 2 years. 

Mr. Jonas. I think that is all. 

Mr. CoeersHaty. An automatic carry-forward after the loss is 
verified, unless due to gross inefficiency, and we have never made any 
such findings. 

OPERATIONS IN FIELD OFFICES 


Mr. Jonas. One other thing, I am sorry. I was interested in 
this chart of the New York regional board. 

Mr. CoagecrsHaty. That was to give you a sample of our regional 
boards, that one being the largest. 

Mr. Jonas. Tell me, do the members of the six-man Board do the 
renegotiating, or is that done by the Division of Renegotiation? 

Mr. CoccesHAL.. It is a combination. In the New York board, 
for example, I would say that the greater run of cases are handled 
through the division of renegotiating; they come to the director and 
up to the board, but some of the more important cases, for instance, 
the engine companies, in that category of special cases, and some big 
chemical companies, are assigned to a board member in the first 
instance, a regional board member who will, himself, put his views 
before the other members of the board. 

Mr. Jonas. Well, are the final decisions made by the board en bane? 

Mr. CoaersHaui. By the board as a board. They have a recom- 
mendation before them from the office of renegotiating or from the 
individual regional board member, but those proposals must be 
approved by the Board before they are submitted to the contractor. 
If the contractor develops new information, he can ask for a panel 
hearing; and the request is always granted and three regional board 
members make up the hearing, the conference, the discussion, or 
whatever you want to callit. They take that into account and recom- 
mend to the board, after hearing the contractor’s story, whether the 
tentative determination or recommendation should ‘be upheld or 
altered in any respect. 

Mr. Jonas. Why would you refer a more important company to a 
board member than to the director of the division that is renegotiat- 
ing? They have the same grade. 
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Mr. CocersHay. It so happens that the men who are on the 
regional board are men of long experience in renegotiation, most of 
them going back to wartime renegotiation, and they are dealing with 
contractors whose lawyers and accountants and officials have the 
whole background in mind. It is in those very big cases where we 
do that, with these men of experience. 

Mr. Jonas. The board member is a career employee, then? 

Mr. CoaersHati. They have become career employees; they were 
blanketed in 2 years ago under the revision of the act. Up until that 
time no one in our organization was in civil service. They might have 
had civil-service status, but we were not a civil-service organization. 
We became that 2 years ago and the regional board members were all 
granted status; they were all found qualified. 

Mr. Jonas. Do you have regular operating rules? I see that you 
have a six-man board in New York. 

Mr. Coggeshall. Yes, sir. 

Mr. Jonas. Five members and a chairman. 

Mr. CoaersHatu. That is right. 

Mr. Jonas. Do you always have five members on a board? 

Mr. Coc@esHau. Five is the minimum. We have 6 in Detroit, 
mainly because two-thirds or 60 percent of the business in Detroit 
today was business in Chicago, and 2 regional board members went 
from Chicago to Detroit and ‘they bumped a man on the Detroit 

regional board under the civil service setup, because it was held impor- 
tant at least for this year to have that knowledge gained over the 
5 years’ experience in the Chicago regional board on the part of the 
2 regional board members. That is the reason. 

It so happens that in Los Angeles 1 of the Chicago men bumped a 
member of the Los Angeles regional board, and he brought the knowl- 
edge out to that field of a large number of Chicago cases, knowledge 
acquired over the 5 years which he had spent in the Chicago board. 


CLOSING OF CHICAGO REGIONAL OFFICE 


Mr. Vursett. You may recall regarding the Chicago office that 
several prominent contractors contacted me, they thought that the 
world was coming to an end because they would be moved into people 
who were not familiar with the cases in the past. 

Mr. CocersHau. Yes, sir. 

Mr. Vursetu. And { want to commend you for taking two members 
from the Chicago office to the Detroit office because I think they 
helped. 

Mr. CoGcGEsHA.t. It is a liaison, a link. 

Mr. VurseEtu. And it was appreciated, I am sure, by the people in 
Chicago who felt they were moving into a new realm, you hight say 
before a new jury that knew practically nothing about their cases. 

Mr. CocarsHauyt. Yes. As I remember, you and I last year talked 
over the telephone about that. 

Mr. VurseE.u. Yes. 

Mr. CoccrsHa.Lu. We think that we have a stronger organization 
all the way around. Also some of the excellent members of the staff 
of renegotiators and accountants were moved to Detroit, which re- 
sulted in the elimination of some men. We think we have a stronger 
organization. 
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Mr. VurszE.. I have not heard any unfavorable comment in mov- 
meaneme people. 
fr. CoceesHautu. Yes. And I gave very careful attention to it. 
I went out to Chicago myself at the end of March and spent 2 days 
getting this move organized. I gave instructions to finish all pos- 
sible cases before they were shipped to Detroit, and I think it was 
a very good cleanup job that was done, I mean, to the satisfac- 
tion of the contractors and the benefit of the Government. In 
other words, our job is to see that justice is done to both the Gov- 
ernment and the contractor. 


RATIO OF WORKLOAD IN WASHINGTON AND THE FIELD 


Mr. Jonas. One other question. I see on page 14 of the justifica- 
tion that the figures show that in 1957 you examined 5,335 filings 
above the floor; 4,146 of them were in Washington, leaving only 
1,189 for the 3 field offices. 

Mr. CoGcGEsHALL. Yes, sir. 

Mr. Jonas. Isn’t that sort of out of balance? How can you 
handle that big a proportion of the work in Washington? 

Mr. CoacrsHatt. Well, we take great pride in what this Board 
originated and set out to do in about 1953, and if you look at that 
chart on page 16 you will find that in the vear 1953, 45 percent were 
withheld and 55 percent were assigned. And with increasing knowl- 
edge and experience gathered over the years and with a group of 
highly trained men in charge of the screening, it was stepped up from 
45 percent withheld to 64 percent withheld in 1954, and 36 percent 
assigned to the field, and then it moved up in 1957 to 75-25 percent. 
We estimate this year that we will step up those going to the field 
to 30 percent because of the elimination of the smaller cases, through 
raising the floor. The large number of smaller cases has been elimi- 
nated and we have shaken down under the Renegotiation Amend- 
ments Act of 1956, which brought in a new floor and various other 
provisions and—well, the klieg lights were turned on the big fish. 

Mr. Jonas. That is all, thank you. 

Mr. Tuomas. One question following Mr. Jonas’ questions. For 
all practical purposes, for the record, if there is a contest, it goes to 
the field; is that not correct? 

Mr. CoaeEsHa... If there is any doubt, it goes to the field. 

_ Mr. Tuomas. Well, doubt or contest, whatever you want to call 
it. 

Mr. CoccesHauy. Yes. Our experience in past years shows us 
that it certainly has to be thoroughly gone over. 


EXTENSION OF RENEGOTIATION ACT 


Mr. Yarss. Do you think this act should be extended? 

_ Mr. Coecrsnay. We have no suggestions to make at this time, 
sir. 

Mr. Yates. Would you prefer to operate under the present act or 
the act as it existed before the present amendmeit? 

Mr. CoacrsHauu. The present act. It certainly has been a great 
relief to smaller business, if I may say so. There may be a question, 
and this is going to be for the Congress to decide, there may be a 
question when legislation comes before you—and one knows the type 
of new defense procurement—there could be a question, if it appears 
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that a large number of new people come into defense procurement 
unacquainted with renegotiation objectives and renegotiation— 
whether the Congress might feel that the floor should be $500,000 
instead of $1 million. We have no opinion on the subject at this time. 

That is one of the things in my opening statement I referred to. 
We do not know at this stage what form the legislation will take. We 
know it is going to be introduced in simple fashion, and at the time 
it gets before the House Ways and Means Committee we will no 
doubt be interrogated as to our views. We are making a careful 
study and I am speaking at this stage in purely a preliminary manner 
and in a most guarded fashion. 

Mr. Tuomas. Well, Mr. Chairman, we want to thank you sincerely, 
you and all of your colleagues, for coming over. You are always 
frank and forthright with us and you have been a great help to us. 

Mr. CocersHatu. And I want to say, sir, that it is a great pleasure 
to come before a subcommittee of this kind. 
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Operation and maintenance of title I Breas (total 
obligations) - pene eas tbh oben ch debe bbnde $37, 865 $38, 000 $45, 500 
Financing: 
Unobligated balance no longer available ied Lee) 7 135 | Lacan ones am 
Appropriation (new obligational authority) -.........-.- | 38, 000 | 38, 000 | 45, 500 


Object classification 




















1957 actual | 1958 estimate | 1959 estimate 
Full-time equivalent of all positions. -_.._-___- 5 5 6 
Average number of all employees. - - biceinale 5 5 6 
Number of employees at end of year. -_-.........----.-----.-- 5 5 6 
Average GS grade and salary_.._.........--....-..-.-.------- 16.8 $5,425 166 $5,184 166 $5,234 
Average salary of ungraded positions__-..........-- owe liidael $3, 922 $3, 955 $3, 955 
01 Personal services: fr» i 
Positions other than permanent Sabine ati eiad $21, 209 $21, 274 $27, 370 
Other Peraowel GE VION « <n an a 4s wen op hn sg ce nad 699 726 730 
Total personal services....................-......... 21, 908 | 22, 000 28, 100 
OB -"THOOGS: «523. eee De Pc nmetoad 44 45 45 
04 Communication services....__........------------------- 262 260 260 
05 Rents and utility services__._......-.---- iain 4, 586 4, 800 4,760 
06 Printing and binding Pious dcttcnbiipbetrbitddeliwetl 47 40 45 
07 Other contractual services be oescaneolne dhicamaenenaneaaiieaiiine ciel 5, 313 3, 158 5, 263 
08 Supplies and materials____.......-. jhe t: Sic teen 3, 991 4, 200 4, 450 
09 Equipment ae aeieatae se 1,714 2,175 1, 200 
11 Grants, subsidies, “and contributions._..._...._.__---____. Se | 1, 322 1,377 
ORs NN 5. dink cnn dcnticndomtevladanaemaad 37, 865 38, 000 45, 500 
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Mr. Tuomas. Gentlemen, the committee will please come to order. 

We have with us this afternoon the National Capital Housing Au- 
thority, and it is certainly nice to have our friends with us again. 

We have with us Mr. James Ring, the Executive Director; Mr. 
Albert J. Haskell, the administrative officer, and Mr. Herman 
Edwards, the budget analyst. 

Mr. Ring, if you or your colleagues have a statement for us, we will 
certainly be glad to listen to you as long as you want to talk to us. 


GENERAL STATEMENT 


Mr. Ringe. Mr. Chairman, I shall preface the hearing, I think, with 
a very brief statement to the effect that the Authority has gone 
through a very active year. Our general construction program has 
moved forward quite acceptably. 

We have been very seriously handicapped by a shortage of sites for 
public housing which will be needed to relocate low-income families 
displaced by urban renewal. 

With regard to our title I properties, the small housing properties 
that we built on former slum sites under the original provisions of our 
act, they have stood the test of time, I believe, 1 ‘emarkably well. 

As a matter of fact, it is interesting to note that not only here in 
Washington, but in various communities throughout the country, 
housing authorities and city officials generally are coming to the view 
that the small property which fits in with its neighborhood is much to 
be preferred to the overlarge institutional type of public housing 
project. 

Mr. Tuomas. How many units would you say would be in the 
community-size or the neighborhood-size program? 

Would you have 30, 40, or 50 units? 

Mr. Rivne. Well, I was thinking in terms of our original program 
which provided for as low as 12 and as high as 31. 

Mr. Tuomas. I see. You may proceed, Mr. Ring. 

Mr. Rina. I doubt whether there is any necessity for further detail 
at this point, Mr. Chairman. 

If the committee has any questions with regard to the budget esti- 
mate before you, I would be glad to attempt to respond. 


Tirte I Activities 


Mr. Tuomas. The Authority operates 112 low-rent housing units, 
and 30 nonresidency properties under title I of the District of 
Columbia Alley Dwelling Act. 

We are concerned here with title I, and not title II. Your operations 
are financed by appropriations and receipts are paid into the Treasury. 
However, title Il is a different proposition. We are concerned here 
at this time only with title I. 

Title IL has about 5,179 units in being, and I believe you have 4,139 
more units which are planned or under construction. 

How many more are under title II? 

Mr. Rinc. We have under construction at the present time 612 
units in Arthur Capper Dwellings and 456 units in Greenleaf Gardens. 
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Both are on former slum sites in the southeast and southwest section,s 
respectively. Also under construction are the 422 units of Kenilworth 
Courts which occupy a former war housing site. 

There are in various stages of preconstructioa development at this 
time, 1,195 dwelling units. In order to carry out our commitments 
we are stil’ looking for sites that will accommodate a total of 1,412 
dwelling units. 


DEVELOPMENT PROGRAM 


Mr. Tuomas. You are looking for ground to take care of the 1,400 
others, and you have 2,685 either under construction or in some 
earlier stage of development? 

Mr. Rina. That is correct, sir. 

Mr. Tuomas. At this point we shall insert into the record page 22 
of the justifications, which gives a breakdown of the program. 

(The page referred to fo!lows:) 


Development program at Sept. 15, 1957 


Dwelling 
units 
N Y-195: 
Properties under construction: 
DC 1-20 Arthur Capper-_-__-___---- Senate : om 612 
DC 1-21 Greenleaf Gardens____-_--.-_-- oe See 456 
—— 1, 068 
Properties under contributions contract: 
DC 1-24 Syphax Gardens._........------ gsiuniie kn 50s 142 
Subtotal, NY-195! : ae Tae 1, 210 
W-12: 
Properties under construction: , 
DC 15 - Parkside adaigon. ... 1 no es ceca ee 42 
Properties under contributions contract: 
DG S-1m > Beiwowty? ree re 3 re 5 ei 42 
i et. a OO 2 ere eae ees ee 274 
DC 1-23 Stoddert !- edie ecg ewe un soe eu see 200 
DC 1-29 Terrace Apartments !_______--_- mt om tee 150 
DG -1-30: 2S Fi bias ds Set 8 ee el 158 
DG +31 . Bisepiden: RdPoiif is. cid acdc dl aiuis. a 183 
—— 1, 387 
Subtotal, W—12_- od eta eS ba aaah ous., eee 
W-25: 
Properties under contributions contract: 
Oy mee a i 174 
DC 1-33 No sites selected toscana acuta tee aeons 1, 326 
Subtotal. 'W-O6s «. 08s 5c: sud cob) ht Jeavtdis- onde aw 1, 500 
Total develonmant Dreeram... ..\i.00 4 -68~ wnemeqn- bt ae 4, 139 


1 Construction starts anticipated during fiscal year 1958. 


Mr. Rine. Mr. Chairman, I have here a summary report on the 
status of our construction program as of December 31, 1957. 

This may be too bulky to place in the record, but you may like to 
have it for reference. 


Mr. Tuomas. Leave it here with us, and let us look it over. 
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ANALYSIS OF APPROPRIATION ESTIMATE 


At this point we shall also insert page 3 of the justifications which 
tells the tale in regard to your activities. 


(The page referred to follows:) 


Statement relating appropriation estimate to current appropriation— Maintenance 
and operation of properties, National Capital Housing Authority 


1957 appropriation_____ = sh sae eee ee : _. $38, 000 
1958 budget estimates 





























oe en eee Pee re Wrsiniver gorge 3s fee Se 
1958 appropriation in annual act. -._ : susts..Saiend 38, 000 
Total new obligational authority og tebe edi eR ea 38, 000 
Deductions: 
Routine cost_______- 66sd Goatees eh $890 
Nonroutine cost. ____ é Pa ae a res: hee ae 3, 776 
————__ 4, 666 
Subtotal____-_-_ ie Jas. le eee awe de Ol cues oh 33, 334 
Additions: 
en Ge. eG, is 20 Sete Lawes . 6,250 
Nonroutine cost_____.____-_- ise abec aii a debeicatx ee Toccin 5, 916 
————._ 12, 166 
an wehern te fer: 1960 0s dio kc we. Baca s deeb ee’ yy 500 
Analysis by activities 
Activities 1958 | Deductions | Additions 1959 
Routine cost: 
NG 8 ood Cb nbcmenwanconannans | $9, 334 | 33 6, 000 15, 301 
A oa tidpaan 8 ce) Oe a 3, 185 
3. Utilities___ | 10, 498 OOF 4s. 5 sete sas 9, 641 
4. Repairs, maintenance. arid repl: wcements_| IE sisters soaiuie tig 195 10, 080 
5. Contribution to retirement fund---.-... BSE Pocdn cnwaduseas 55 1, 377 
} ethics 
Total routine cost..._.._._- psc analietaia 34, 224 890 6, 250 39, 584 
Nonroutine cost: | Leo 7 le x “Tat - i 
1, Major repairs and replacements-.-_._-_._- | 3, 376 | 3, 376 5, 336 5, 336 
2. Operating improvements dsc hal | 400 | 400 580 580 
Total nonroutine cost...............--..- 3,776 | 3,77 5, 916 5, 916 
ee ee ee Sees eae | 38, 000 4, 666 12, 166 45, 500 








RENTAL RECEIPTS AND EXPENSES 


Mr. Tuomas. Your rental receipts for 1957 were $55,397; for 1958, 
$55,410, and your estimate for 1959 is $55,050. 

We shall also insert into the record at this point page 2 of the 
justifications which gives the picture. 

(The page referred to follows:) 


Actual receipts and expenses for fiscal year 1957 compared with estimates for fiscal 
year 1958 and fiscal year 1959 














1957 actual 1958 estimate | 1959 estimate 
a ae feet eee 

| 
dc cman. chy eed cnehentteennas salle. 09mg -ntiniinthhaetes $55, 397 $55, 410 $55, 050 
DINER tg lead in abe a cen anechatdewudsideocdemantbe | 37, 865 38, 000 45, 500 
Excess of receipts over expenditures_._...........---.--- | 17, 532 | 17, 410 | 9, 550 





Mr. Tuomas. For 1957, you had an appropriation of $38,000. For 
this year it is $42,500. 
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How much are you asking for in 1959? 

Mr. Epwarps. The appropriation was $38,000, was it not, for the 
current year? 

Mr. THomas. Yes; it was $38,000. What did I say? 

Mr. Epwarps. $42,500. 

Mr. Tuomas. It is $38,000, and your budget estimate was $42,500. 

Mr. Epwarps. We requested $42,500; yes, sir. 

Mr. THomas. Your estimate for 1959 is $45,500. Your operating 
income was $55,710 for 1958; is that correct? 

Mr. Rina. That is the estimate of income during the year; yes, sir. 

Mr. Tsomas. How much money do you want in the way of appro- 
priations for this year? Is that figure $45,500? 

Mr. Epwarps. That is correct. 


ANALYSIS OF APPROPRIATION REQUEST BY ACTIVITIES 


Mr. THomas. That would be $45,500 as against $38,000 last year, 
which shows an increase of about $7,500; does it not? 

Mr. Rina. Yes, sir. 

Mr. Tuomas. Your expense item for management costs for 1958 
was $9,334, and this year, or for 1959, you increase it up to $15,301. 

Your janitorial service was $3,185 last year as against $3,185 for 
1959. 

Your utilities were $10,498 as against $9,641 for 1959. 

Then come repairs, maintenance, and replacements. 

What is the situation with regard to iceboxes and stoves? When 
are you going to get wound up with that program for these units 
which calls for $10,080 as against $9,885 last year? 

Mr. Rine. We are working on that, Mr. Chairman. 

Mr. Tuomas. For contributions to the retirement fund in 1958 that 
figure was $1,322 as against $1,377 for 1959. 

Then, you have your nonroutine costs such as major repairs and 
replacements in the amount of $5,336 as against $3,376 for 1958. I 
believe you stated in your justifications that you had some painting 
and scraping to do on the window sills and frames? 

Mr. Epwarps. I might point out, Mr. Chairman, that the con- 
tribution to the retirement fund of $1,377 had to be absorbed during 
the present fiscal year out of our appropriation. 

Mr. Tuomas. Your contribution to the retirement fund is $1,377? 

Mr. Epwarps. Yes, sir. 

Mr. Tuomas. What is your insurance cost for your employees? 

Mr. Epwarps. There is none. 

Mr. Tuomas. Your people are not covered? 

Mr. Haske.u. You mean retirement? 

Mr. Tuomas. No; I mean insurance. 

Mr. Haske tu. I do not believe we have that figure with us. 

Mr. Tuomas. You are covered, though; are you not? 

Mr. Hasxkeuu. Yes, we are covered. I know what you mean now. 
It is a relatively new law which was passed covering all Federal 
employees. 

Mr. Tuomas. What is the Government’s contribution? It is my 
understanding the Government pays two-thirds, and the employee 
pays one-third. 

Mr. Hasxett. I believe that is correct. 
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MANAGEMENT EXPENSE 


Mr. Tuomas. How many people do you charge up against this 
program? 

I had the impression all along that the activities under titles I and IT 
were commingled, and your personnel were interchangeable. But I 
notice further on in your justifications you state that the Public Hous- 
ing Administration has been criticizing you, saying that your manage- 
ment cost is too high, and you are seeking legislation to increase it. 

Among other things, you think you ought to reduce the limitation 
on managerial employees for every 85 units, and it ought to be down 
to, perhaps, 80 or 83. 

Are not your employees interchangeable in titles I and II? You do 
not have them segregated for doing title If work? 

Mr. Rine. No; we do not. They are interchangeable people. 
There are two employees which are assigned primarily to janitorial 
work on title I projects. 

Mr. Tuomas. Why do you need a $6,000 increase in your mana- 
gerial cost, then? 

Mr. Rine. Mr. Chairman, there is a statement that begins on page 
21 of our justifications—— 

Mr. Tuomas. I read it. 

Mr. Rina. That refers to findings that were made by the manage- 
ment analysts of the Public Housing Administration. 

Mr. Tuomas. I read that, and that is what prompted me to say 
what I did. I thought they were interchangeable. You have always 
used them as interchange: ible. 

Mr. Rinc. That is entirely true, but the Public Housing Admin- 
istration felt, and apparently felt quite strongly, that we were not 
charging to title I activities a full amount for the services that were 
given them by employees that serve the entire program. 

Mr. Tuomas. Well, that is what I could not make heads nor tails 
about. 

What were they basing their figures on? 

Mr. Hasketu. Actually, sir, the amount that we have charged to 
title I is comparable to that charged on title IJ. Employees who are 
working straight time on title I are charged to title 1; those working 
straight time on title II projects are charged to those projects. Over- 
head salaries and expenses are prorated to both programs in ratio to 
the number of dwelling units. 

Mr. Tuomas. I thought you always testified that they were 
interchangeable. 

Mr. Rina. They are, except for the field offices. 

Mr. Tuomas. Where is your green sheet with reference to this 
management cost of $15, 301 as against $9,334 for 1958? 

This is a small matter, but I do not know why it should run you 
into a high fever over this item. You have been handling it very 
well, and it has been interchangeable. You have a tremendous new 
program coming on, and they want to switch a few thousand dollars 
over to the new program. That is what it amounts to. 

Mr. Rina. Mr. Chairman, if I] may read very briefly from this 
justification, I will quote the report of the Public Housing Adminis- 
tration. 
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Mr. Tuomas. Yes; I read that. . 

Mr. Rina. I believe that will answer the question. 

Mr. Tuomas. Go ahead and read it again. 

Mr. Rive (reading) : 

It is believed inequitable to the PHA-aided program to prorate on a dwelling- 
unit basis the administrative expenses of NCHA. It is estimated that at least 
the equivalent of one average full-time employee is required to meet the special 
workload imposed by the alley dwelling program. 

Mr. Tuomas. That is his conclusion. How is he going to make 
that stand up? He cites an example that you have to have a little 
legal service, and that you have to make some payments to the 
Treasury once a month, a few rather inconsequential acts. 

He draws a conclusion without much foundation with which to 
back it up. 

Mr. Rina. Actually, it does not come down to a matter of a deter- 
mination of facts. The Authority for years had operated on the 
basis of a proration, as Mr. Haskell says 

Mr. Tuomas. It has been rather satisfactory and you people were 
satisfied with the way you were handling it; were you not? 

It was not a burden to your organization, was it? 

Mr. Rina. I have failed to see that it was a burden. 

Mr. Tuomas. I did not see anything out of line about the way you 
have been handling it. 

Mr. Has SKELL. What they were referring to, Mr. Chairman, is the 
extra work that we are required to do, because ‘of our title I activities. 

It requires us to put quite a bit of time in preparing our budgets 
for the Bureau of the Budget as well as for PHA, which makes for 
duplication. 

If it were only the title I budget, which we are to prepare for the 
Bureau of the Budget and for this committee, that would be all right, 
but it goes far beyond title I. It actually requires us to prepare a 
budget for title IT in Federal terminology that will fit into the budget 
document. This is a task that other local authorities are not required 
to do, and which we find quite burdensome from an administrative 
point of view, and it does run up our costs. 

Mr. Tuomas. In other words, these 112 units would get lost in the 
shuffle; would they not? 

Do you mean they add a burden to you? 

Mr. Ring. That is very true; they would be lost in the shuffle if 
they were all handled on the same basis that our title I] program is 
handled by the same accounts and the same general system. 

Mr. Tomas. Do not the same repairmen work on both sides of the 
program? 

Mr. Haskeui. They do, but the Bureau of the Budget will not 
permit us to use the PHA accounts, and so on, in submitting our opera- 
tions tothem, We must first translate them into the Federal account- 
ing system. 

Mr. Thomas. Whatever you do, you have to do differently from 
title II? 

It could not be too much, because there are not but 112 units; are 
there? 

Mr. Rina. That is true. 
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TITLE I: INCOME AND EXPENSE 


Mr. Tuomas. At this point in the record we will insert page 7 of 
the justifications, which gives title I income, title I expense, and so 
forth, in narrative form. It is very comprehensive and very clear. 

(The page referred to follows:) 


TITLE I INCOME 


Receipt estimates for fiscal 1959, based on rent schedules effective January 1, 
1958, are approximately the same as actual receipts for fiscal 1957 and estimated 
receipts for 1958. In accordance with language contained in appropriation acts 
since 1943, all receipts from title I activities are covered into the Waeease and all 
expenses are paid from annual appropriations. 


TITLE I EXPENSE 


Inspections prior to budget preparation found the structures and grounds to be 
in generally good condition. Windows at Hopkins Place need exterior painting 
during the budget year to remedy a condition which has already begun. Paint 
around wooden window frames is peeling off and exposing the wood to moisture 
and deterioration. Some window sills will have to be replaced and all window 
frames must be scraped, primed, pointed up and caulked prior to repainting. 

The budget contemplates continued replacement of obsolete ranges, space 
heaters, water heaters and refrigerators as rapidly as they become dangerous or 
inoperative. This type of replacement will probably continue at about the same 
level until all of the original dwelling equipment has been replaced. Shrubs 
missing from foundation and barrier plantings should be replaced annually to 
enhance appearance and to protect lawn-areas from unnecessary abuse. 

Cost estimates included in the 1959 appropriation request are based upon 
August 1957 price levels. Maintenance labor-hour requirements are based upon 
experience. Items requiring special skills or equipment are scheduled for per- 
formance by contract at current cost levels. 


COST OF PERSONAL SERVICES 


Mr. Txomas. It may be well while we are here to look at this. 
What did your green sheets show on your managerial costs of $15,000? 
I asked you a while ago but I do not believe you quite finished. 

Mr. Epwarps. We added one employee. 

Mr. Tuomas. How many employees would that give you at the 
present time? 

Mr. Epwarps. Six employees for title I. 

Mr. Tuomas. This item of $15,000 for your managerial cost ought 
to take care of 6 employees. . What are you charging to the $15,000 
as managerial costs alone? 

Mr. Haskxett. What page is it where you see that $15,000, Mr. 
Chairman, please? 

Mr. Tuomas. Page 3 under your management costs for 1959, which 
is $15,301, representing a $6,000 increase over last year. I was just 
wondering what your green sheets reflected for that item. 

Mr. Haske t. It does reflect one employee. We estimate that our 
management 

Mr. Tuomas. How many employees does that give you now for 
management under that item? Would it be 2 or 2%? 

Mr. Hasxketi. There were six employees for the title I program; 
that is, overall. It is not broken down by management. Under the 
title I program there are 6 employees, and there were 5 before. 

Mr. Tuomas. What is your entire salary cost of those six employees? 

Mr. Haske. $28,100. | 

Mr. Tuomas. What is your total appropriation? 
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Mr. Hasketi. $45,500 requested for 1959. 


Mr. THomas. Your total appropriation is $45,500, iad 60 percent. 
of it is for salaries? 


Mr. Haskeuz. That is right. 

Mr. Tuomas. Does that include your maintenance people also? 

Mr. Haske... Yes; it does. 

Mr. Tuomas. It includes your management people and your 
maintenance people? 

Mr. Haske tt. It includes all employees or personal services. 


OTHER ITEMS OF EXPENSE 


Mr. Tuomas. The remaining $17,000 is for material such as stoves” 
paints, and so forth? 

Mr. Hasketu. That is right; yes, sir. 

Mr. Tuomas. What part of your $17,000 now are you spending for 
your iceboxes and your stoves, and so forth? 

You started a program a couple of years ago in that regard. 

Mr. Epwarps. About 3 or 4 a year as needed. You see, these prop- 
erties are about 20 years old, and we do not replace them unless they 
are needed. 

Mr. Tuomas. When they are needed they are really needed. 

Mr. Epwarps. That is right. 

Mr. Tuomas. They break down all over; do they not? 

Mr. Epwarps. Occasionally it is almost an emergency. We had to. 
buy one machine that was not provided for. We had not figured on 
it, but we do estimate 3 or 4 or 5 or 6 a year. 


PURCHASES THROUGH GENERAL SERVICES ADMINISTRATION 


Mr. Tuomas. Where do you buy your supplies, and materials such 
as stoves and heaters? 

Mr. Haskeuu. As you know, we are a Federal agency and we have 
to go through the General Services Administration. 

Mr. Tuomas. That is what I was getting up to. You people have 
worked out an agreement with the General Services Administration 
whereby they do your purchasing for you? 

Mr. Haske... Yes, sir. 

Mr. Tuomas. They save you a little money also; do they not? 

Mr. Hasketu. Yes, sir; that is true. 

Mr. Tuomas. Is it a satisfactory arrangement, or is it burdensome 
to you, or what is your reaction to it? 

Mr. Haske... It has been quite burdensome in past years, but it 
has improved quite a bit during the past year. 

Mr. Tuomas. Did it save you any money when it was burdensome? 

Mr. Hasxetu. That is quite debatable, because of the long delay 
that we used to have in getting materials. Actually, now, we do 
generally get materials more cheaply than we do on the private 
market. 

Mr. THomas. Why should there by any delay? Can you not go. 
out to Franconia and find in stock everything you want, or do you 
have to catalog it? 

Mr. Hasxetu. We do, but if we get the quantity that we need it, 
requires storage room, and we are pressed for space. 
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Mr. Tuomas. What is the storage space problem? You can get 
what you want at Franconia; can you not? 

Mr. Haske.u. For the supplies that Franconia stocks, we do. 

Mr. Tuomas. You can buy one of each. That is all you have to 
buy. Why do you need a warehouse? 

Mr. Haskxe.u. You see, we have to keep our maintenance men 
working and, therefore, we have to have the supplies of material on 
hand so that when there is a job ready for them the material is avail- 
able. 

Mr. Tuomas. Regardless of how you buy it, you have to have it 
How does that add an additional burden? 

Mr. Hasxewu. Because of the lead time in procurement. As I said 
in the beginning—— 

Mr. Tuomas. They have 5 miles of this property out at Franconia. 
So it should not require much lead time if they have it in stock. 

Mr. Hasketv. I was speaking about in past years that there was 
quite a bit of delay because they did not have them stocked. 

Mr. Tuomas. Well, I suppose they have had iceboxes and water 
heaters in stock for a long time, and do have them in stock now? 

Mr. Hasketu. They do not have iceboxes there. We have to 
get them through the General Services Administration in Chicago. 

Mr. Tuomas. That is “‘catalog;” is it not? 

Mr. Hasxetu. Yes, sir. Then there are a number of procurement 
items that are on general schedule, and they are not stocked. We 
have to buy them under contracts executed by the General Services 
Administration. 

Tuomas. Does that tie you up with a whole lot of needless lead 
time? 

Mr. Hasxeu. [t does occasionally. 

Mr. THomas. How much money do they save you on a stove? 
Normally, what would you pay for a stove for a house of a family of 
5—a 2-bedroom house? 

Mr. Haskett. I could not quote you those estimates. 

Mr. Epwarps. Lask week we had to buy in an emergency a coal 
furnace, and it cost us $85. 

Mr. THomas. How much would it have cost you if you had gotten 
it through the General Services Administration? 

Mr. Epwarps. I cannot say, because we had to buy it at once. 
It was an emergency, I do not know what it would have cost. 

Mr. Hasxent. We have from time to time noticed quite a bit of 
variation in the price of some items. On some items we save quite 
a bit of money, and on others the difference in price is not sufficient 
to warrant getting it from the General Services; we would be better 
off to buy in the open market. 

Mr. Tuomas. Well, General Services absorbs all costs and if their 
buying practice is good, and we have every reason to assume that it is 
good because we take a look at it often enough, then they ought to 
save you not less than 33.3 to 50 percent on all your purchases, whether 
they are big items which run into money or not. The stoves certainly 
ought to bear 33.3 percent of the sale price and a 50-percent markup 
over the original cost. In other words, if an article costs $50, and it 
would bear a 50-percent markup over the cost, it would be $75. 
Therefore, you save a $25 bill, and they deliver it free also. 
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Mr. Haskett. There are a number of these items, sir, which also 
could be obtained from contracts executed by the Public Housing 
Administration and made available to all local housing authorities. 
Those prices are quite competitive with General Services’ prices. 

Mr. THomas. We discussed this with the director for the New 
York and Boston regions, and they think well of it. In fact, I think 
they are the ones, more or less, who got the General Services into this 
and they thought they were saving some money. I was just wonder- 
ing what your experience had been with it. 

Mr. HasKeu. You are referring to the Regional Offices of the 
Public Housing Administration? 

Mr. Tuomas. That is right. 

Mr. Haske... I believe that is true, sir. 

Mr. Tuomas. They have far more units than you do, do they not? 

Mr. Haske... Yes, sir; but the same contracts are available to us 
that are available to other local housing authorities and it is only 
by that volume that the low prices are obtained. 

Mr. Tuomas. Well, that is where the General Services Adminis- 
tration comes in. They can step in and buy this stuff pretty cheap. 
They get it at a wholesale price; I do not think there is any doubt 
about that. 

Mr. Hasxeuu. That is very true, and again I would say that their 
speed of delivery has improved tremendously and we are very satis- 
fied with their service. 


Tirte II Activities 


Mr. Tuomas. Let us go into your title II housing activities. You 
have properties under construction at Arthur C ‘apper in the amount 
of 612, Greenleef Gardens, 456, for a total of 1,068 units. 

When will these units be completed? 

Mr. Rina. Actually, we will accept 222 units of Arthur Capper 
Dwellings during the next 4 weeks. 

Mr. Tuomas. You have another 1,429 dwelling units under devel- 
opment which includes Kenilworth, 422, Benning Road, 274, Stoddert, 
200, Terrace Apartments, 150, Hopkins Place, 158, and Sheridan Road, 
183, making a total of 1,387. 

When will these be completed? 

Mr. Riva. Those will be completed, sir, at various times over the 
next year or year and a half. Asa matter of fact, January 28 we will 
open bids for construction of Sheridan Terrace, and it is quite possible 
that we may get occupancy of the project at or about the end of this 
vear. 

Mr. THomas. You have 1,500 other units under contributions 
contract, but that does not mean they are under construction con- 
tract; does it? 

Mr. Rina. That is correct, sir. 

Mr. Tuomas. Morton Street is getting 174, and under the heading 
‘““No Sites Selected,” you have listed 1,326. 


FUTURE NEED FOR PUBLIC HOUSING 


Assuming you get all of these completed, you will have about 
10,000 units. Is that correct in round figures? 
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Mr. Rina. In round figures it would be somewhat under that. 

Mr. Tuomas. How many more units is it going to take to satisfy 
the need? 

Mr. Rina. I have been asked that question before, Mr. Chairman, 
and my response is that it depends entirely on what we can get private 
enterprise to do. 

Mr. Tuomas. Well, assuming they are not going to do any more 
than they are doing now, and have done in the past, how many units 
will it take? 

Mr. Rina. It is very difficult to make an estimate. I have tenta- 
tively estimated 12,000 as an ultimate, but even that is subject to 
considerable modification. 

Mr. Tuomas. I think you are rather conservative. 
2,000 more units? 

Mr. Rive. I do not know. 

Mr. Tuomas. Off the record. 


(Discussion off the record.) 


In other words, 


MAXIMUM INCOME LIMITATIONS 

Mr. Tuomas. We will at this point in the record insert page 19 of 
the justifications. 

(The page referred to follows:) 


Maximum net income 
after exemptions 








Family composition 


For admis- |For continued 

sion | occupancy 
1 to 2 persons... | $3, 200 | $4, 000 
3 to 4 persons_. 3, 500 | 4. 350 
5 to 6 persons__ ikea 3, 800 | 4, 750 
7 or more____._-_- 4, 100 4, 950 


The present rent schedule has been revised as of January 1, 1958, for all tenants 
except tenants who receive aid from the Board of Public Welfare. 


welfare rents become effective on July 1, 


1958. 


Changes in 


Revision of the rent schedule will 


result in most tenants paying an increase in rent averaging from $1 to $2 per unit 


per month. 


The Authority’s rental program is based upon serving a true cross section of the 


low income families in the District of Columbia. To insure that we house only 
low income families we reexamine the incomes of all tenants (except those who 
have been tenants for less than a year) on an annual basis. The income pattern 
of tenant families, taken from our 1957 reexamination records is compared below 
with 1956 family incomes taken from the same source: 


Number of families Percentage in each income | 











reexamined step Percent 
= ie car Lk increase or 
decrease 
1956 1956 1957 
Under $1,000 409 445 9 10 | 1 
$1,001 to $2,000 1, 287 1, 442 28 31 | 3 
$2,001 to $2,600 856 877 19 19 . 
$2,601 to $2,900 $67 491 10 il 1 
52,901 to $3,200 418] 495 ll il 
$3,201 to $3,500 428 349 9 7 (2) 
$3,501 to $4,000 386 341 Q 7 (2) 
$4,000 and over 219 188 5 4 (1) 
at acitcidiis neem 3 4, 533 4, 628 100 100 
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Mr. Tuomas. What is the percentage of occupancy and the salary 
scale for occupancy of these particular units? I note for the $1,000 
to.$2,000 category you have 28 percent, and then from $3,500 to $4,000 
you have only 9 percent. 

Also even under $1,000 income you have only 9 percent. 


AMORTIZATION OF PROPERTIES 


Are you following the old standard pattern laid down in the original 
Housing Act of 1937 as amended in the 1950 act? 

Mr. Rive. Which formula do you refer to, Mr. Chairman? 

Mr. Tuomas. I have reference to the formula on amortization. 

Mr. Rine. On the amortization of the properties? 

Mr. Tuomas. Yes. 

Mr. Rina. The original properties were covered by bonds with a 
60-year amortization period, but all of the properties which have been 
constructed under the 1949 act and since then are on a 40-year amorti- 
zation basis. 

Mr. Promas. Well, that is not what I am getting at. The original 
contemplation in the two acts was that there would be a contributién 
from the Federal Government and that contribution would make up 
the deficit between the rent and the repair and maintenance, but as I 
understand it now, what the public housing authority is doing is 
just making what they collect in the way of rent do the repair and 
maintenance work, and no more, and the Federal contribution takes 
care of the amortization. 

Mr. Rina. Well, of course, we have always considered the use of 
the Federal contribution as bridging the gap between what would be 
the full cost of amortizing the property and the decreased amount 
representing rent in accordance with the low incomes of the tenants. 

As a matter of fact, during this past year, working on recommenda- 
tions of the Public Housing Administration and doing a terriffe amount 
of research on our own, it “has been nec essary for us to revise our rent 
scale and income limits in order to get a better cross-section of the 
low-income group in our housing, and to reduce the need for that 
maximum—— 

Mr. Tuomas. In the early days it was generally thought that they 
were collecting a little more money which went to take care of mainte- 
nance, repairs, and operations, and a certain part which you also 
collected was going to amortize the oeinal debt. Why should now 
you feel as if you are lucky if you collect enough in the way of rents to 
pay for the day-to-day maintenance and operation and when no part 
of that collection goes toward the amortization of the original debt? 

That is decidedly different than what the various public housing 
authorities contemplated 10 years ago. 

Mr. Hasketi. Because of the reduced time of amortization the 
contribution on the newer program—the latest program—is higher 
than it was on the original program which allowed 60 years instead of 
40. 

Furthermore, because of the newness of the program we are allowed 
to retain and charge as an expense each year until we accumulate an 
operating reserve equal to one-half of the average annual operation 
expense. Until that operating reserve is accumulated, that does 
result in a decreased amount available for reduction of the annual 
contributions. 
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Mr. Tuomas. Percentagewise, on today’s basis, are you collecting 
10 percent or 15 percent, or 20 percent more in contributions than 
you did 10 years ago? 

Mr. Haske. We are collecting quite a bit more, 

Mr. Tuomas. Percentagewise, how much more is it? What would 
be a fair guess? 

Mr. Hasxett. I am afraid I cannot say. 

Mr. THomas. Woul d you say 5 percent, 10 percent, or 15 percent 
or 20 percent more? 

Mr. Haske. I would say it would be quite a bit more, sir. 

Mr. Tuomas. Well, how much more? What is your best guess? 
You can revise your figure when you receive the transcript if it is 
not correct. We do not expect you to be too accurate. 

Mr. Hasxett. I would say it would be more than 20 percent. 

Mr. Tuomas. I got the impression that it was an easy 20 percent 
more and, maybe 25 percent more, in talking with several officials 
of the various public-housing authorities. 

Mr. Haske . I believe that is correct. 


OBJECTIVES OF THE AUTHORITY 


Mr. Yates. I notice on page 1 the general objectives of your 
authority are to rid the city of all its slums and to provide more 
dwellings for all the people of the District. 

How close to that objective are you? 

Mr. Riva. That is very difficult to say. We are operating in very 
close conjunction with a total urban renewal program for the Dis- 
trict, which has in general somewhat the same objective, not only to 
rid the city of its slums but to prevent the creation of new slums. 

Our authority in that program has the responsibility of rehousing 
the low-income families who are displaced from areas cleared by re- 
development or from housing which is affected by condemnation, by 
public works or housing code enforcement. 

With respect to good dwellings for all the people, it is quite likely 
that there are still living in W ashington approximately 25,000 families 
who are in substandard or badly overcrowded housing. 

Mr. Yates. Approximately 25,000 families, you say? 

Mr. Rina. Yes, sir. 

Mr. Yates. How many families living in substandard dwellings 
were there before your programs were undertaken? Were there more 
than 25,000? 

Mr. Rinea. There were. I re call going back to the census of 1940, 
and there were approximately 32,000 families who then were living 
under substandard conditions. 

Mr. Yates. You are not only keeping pace with the needs for 
housing for the people of low income in the community, but actually 
making progress in eliminating slum dwellings? 

Mr. Rina. I hope we are. It is difficult to say because Washington, 
like any city, is a changing organism and we do have increases in 
population and increases in low- -income population that are a very 
real problem to the city authorities as well as to the Housing Authority. 
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MAXIMUM INCOME LIMITATIONS 


Mr. Yates. When is a tenant in an excess income category? Y.ou 
have various formulas for determining when a tenant is in an excess 
income bracket? 

Mr. Rina. Yes, and it depends on the size of the family. 

Mr. Yates. What is the maximum that a tenant can earn and still 
not be considered excess income? 

Mr. Ring. The present limit for the smallest families—that is, 1 
and 2 persons—is now $4,000, and for the largest, consisting of 7 or 
more persons, it is $4,950. 

Mr. Yares. Is there a difference between your formulas for over- 
income tenants and for admission? 

Mr. Rina. Yes, sir. 

Mr. Yates. What is your formula for admission? 

Mr. Rina. You have reference to the income at admission? 

Mr. Yates. Yes. 


Mr. Ringe. Well, for the smallest families of 1 and 2 persons that 
is $3,200. 


Mr. Yates. What I am trying to find out is what rise do you permit 
while a tenant is in your property? 

Mr. Rina. Suppose I give you the maximum in income limits for 
admission and continued occupancy for each of those families? 

Mr. Yates. Do you want to put that in the record? 

Mr. Rina. Yes, sir; we can put that in the record. 

(The matter referred to follows:) 


Maximum net income 
after exemptions 


Family composition 











For admis-| For.con- 

sion tinued oc- 

cupancy 
PA I iiicciantaenins abvrwithabisideaennwominvndieaee aa tes ae a le $3, 200 — y20] som $4, 000 
3 to 4 persons.___._._._.- miata betatitane abo wadatd ih tbeksdsckadibnntaedaenine 3, 500 4, 350 
a ee 3, 800 4, 750 
Ta eee... wi cudblcpleieteasiek dee ba eEced kod Fe scege tials, get a aaladiet 4, 100 4, 950 








Mr. Yates. Do you charge your tenants for gas or for any utilities? 

Mr. Rina. The charge is included in the rent when the authority. 
pays the total bill. 

Mr. Yates. There is no charge for excess use of gas? 

Mr. Rina. We are attempting at this time to make a study with 
the aid of the Public Housing Administration and a utilities con- 
sultant whom we are about to engage, for the purpose of finding how 
we could go about that. 

There are objections in the District to check-metering and a charge 
that might be construed as a resale of utilities. 

Mr. Yates. I know that they tried to do something like this in 
Chicago in one of the projects with which I am familiar, and they 
ran into a lot of local opposition and a lot of complications. I 
wondered just what your practice was with reference to this matter, 
but you have not yet worked this out? 

Mr. Rina. No; we have not yet worked it out. 
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ADEQUACY OF FUNDS FOR MAINTENANCE OF PROPERTIES 


Mr. Yates. Have you had enough money to maintain your 
projects? 

Mr. Rina. We have had sufficient money from rental receipts, but 
our operating costs in general have been going up steadily for the past 
several years. 

Mr. Yarss. Are they being maintained satisfactorily? 

Mrs Ring. In general I would say they are. There are problems 
that we have in common with other local housing authorities, espe- 
cially in properties where we have admitted a great number of new 
tenants at one time, because we must remember that our work is 
destined to be an uphill job, and when we receive new tenants whose 
sole housing experience has been in the slums, it is necessary not only 
to begin a job of housing management, but one of housing education. 

Our staff has been greatly overworked, but we have endeavored to 
get some assistance to help us with homemaking services. We call 
consistently on various community agencies and settlement houses 
and the like for voluntary efforts in our behalf. 

Mr. Evins. Mr. Ring, what basically accounts for this reduction in 
income over expenses during the last year? 

Your figures indicate that you have had an income in excess of 
expenditures of about $17,500 for the past 2 or 3 years, but next year 
you estimate it will be about $9,000. 

This appears on page 2 of the justifications. You say excess of 
receipts over expenditures for 1957 was $17,532, in 1958 $17,410, and 
it is only going to be $9,550 for 1959. 

Mr. Rina. That is largely due to the increased estimate for 1959, 
and part of that increased estimate is the $6,000 figure recommended 
by the Public Housing Administration for charges against the title I 
program. 

PROPOSED LEGISLATION 


Mr. Evins. Do you plan to purchase additional realty after repeal 
of section 3 (d) of your act? At page 23 of the justifications you 
point up your legislative program and state you wish section 3 (d) of 
the act to be repealed. 

That section, I believe, puts a limitation on the amount that you 
may expend—a certain percentage—for properties acquired except by 
condemnation. You state you wish that to be repealed. 

Mr. Rina. Yes, sir, because this limitation which was written into 
our original act in 1934 has proved to be entirely unrealistic. We 
have found on the basis of conservative appraisal of properties that 
in the District of Columbia their fair value has tended to be approxi- 
mately twice that of the assessed value. 

Mr. Evins. Have you acquired lots of properties under this section 
in-the law? 

Mr. Rina. We have, but it has been necessary at all times, whether 
we could arrive at a fair price through negotiations, or not, to enter 
into condemnation proceedings. 

Mr. Evins. What has been the result of this proceeding? Have 
they indicated that prices are in excess of 30 percent limitation? 

Mr. Rina. That is right, sir. 

Mr. Evins. I judge that in fact, this restriction is not working 
out at ail? It was intended as a safeguard to keep down the costs 
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to the Government, and you say lift it out and let the sky be the 
limit. 

Mr. Rina. Well, of course, so far as we are concerned we are always 
desirous of obtaining our sites at the lowest feasible cost. 

Mr. Evins. Well, can you not purchase your required properties 
at the lowest possible cost by retaining that provision in the statute? 

Mr. Rina. I am afraid it will be absolutely impossible, sir. 

Mr. Evins. If you take it out, you do not know how much the 
cost is going to be; do you? 

Mr. Rina. It means simply that if this language remains in the 
statute, we will have to continue with a condemnation suit in every 
case. 

Mr. Haskeiu. We would still pay the same price, but we would 
have to get it under condemnation. We would like to get it without 
condemnation when we can reach an agreement on a fair price which 
is in accordance with a reliable appraisal. 

The removal of that restriction would not change our cost. 

Mr. Evins. I think it would probably mean your costs would go 
up from what it has been already and previously. 

Thank you, Mr. Chairman. 


FUTURE NEED FOR PUBLIC HOUSING 


Mr. Botanp. The total dwelling units now complete and which 
are already occupied amount to 5,179? 

Mr. Rina. Yes, sir; those are the dwelling units under title II 
of our act. ‘To those would be added the 112 under title I. 

Mr. Botanp. What is the total population of the 5,179 units, plus 
the 112 units under title 1? How many people live there? 

Mr. Rine. The total population would be about 4.7 persons to 
the dwelling unit— between 4.7 and 5. 

Mr. Boxanp. In other words, it would involve about 20,000 
people? 

Mr. Rina. Yes, sir. 

Mr. Bouanp. Your development program contemplates 4,139 addi- 
tional dwellings under title I1? 

Mr. Rina. Yes, sir. 

Mr. Botanp. So you probably would be able to take care of about 
40,000 people in these units? 


LACK OF SITES FOR PUBLIC HOUSING 


Mr. Rina. Yes, sir. 

Mr. Botanp. Do you contemplate any additional construction or 
do you plan to obtain additional properties and build under title II? 

Is this your completed program now which appears on page 22 of 
the justifications, or will that be your completed program? 

Mr. Rina. This represents our program up to the present time. 

Mr. Boutanp. Up to the present time? 

Mr. Rina. Yes, sir. As a matter of fact, the reference that has 
been made before to the 1,500 units, out of which we have been able 
to find only 1 site for a 174-unit property, is part of a 2,500-unit 
program that was recommended by the local Urban Renewal Council 
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as necessary additional public housing to meet the relocation needs 
between now and 1960. 

Mr. Bouanp. I see. 

Mr. Rina. I have been trying with all the force at my command to 
impress on the District agencies that are cooperating with us that we 
had better find some sites for this housing if it is going to be built. 

Mr. Bouanp. You just do not have the sites now? 

Mr. Rivne. No, sir; we do not have the sites; vacant, buildable sites 
in the District are virtually nonexistent, and many occupied sites are 
so high in cost that it would be impossible for us to attempt to build 
on them. 

Mr. Botanp. What are you going to do about it? 

Mr. Rina. We are going to keep up our fight and our search. We 
are attempting now to see what can be done through other agencies of 
Government that may have land reserved which may not be put to the 
original use. 

Mr. Bouanp. Do the urban renewal people have some sites that 
they are going to destroy, or are they going to tear down a lot of areas 
in the city, or has that been done? 

Mr. Rina. The Redevelopment Land Agency here has cleared one 
large area in the Southwest, and we housed approximately one-half 
of the families who were displaced from that area. 

Those families were low-income families. 

They are now engaged in even a larger clearance effort, but they 
apparently have commitments for the private development of that 
new area in the Southwest. 

Mr. Bouanp. That will be private development and there will be no 
public housing in that area? 

Mr. Ringe. There is certainly none contemplated under present 
plans, but the National Planning Commission has been making a 
study of the northwest urban renewal area for some period in the 
future. It is definitely considering the reservation of space in that 
area. 

Mr. Botanp. Whereabouts in that area? 

Mr. Rivne. It is in the central northwest section. The actual loca- 
tions have not been formally defined as yet. I do have here, Mr. 
Chairman, if you would like to have it, an additional reference docu- 
ment which is a summary of a study that was made by our chief 
project planner. It shows the reasons why there is a shortage of 
sites for public housing in the District. 

Mr. Tuomas. Leave that with us, please. 

Mr. Rina. Yes, sir. 

INCOME OF TENANTS 


Mr. Vurse.u. Do I understand, Mr. Ring, that you are now operat- 
ing the 112 low-rent housing units under title I and that you are now 
operating the 5,179 units under title II? 

Mr. Rina. That is correct, sir. 

Mr. Vursetu. Do you have a formula of the rents that you collect? 
How do you screen them on how much they are going to pay? 

Mr. Rive. We do have a very definite relationship between the 
incomes of the tenants and the rents they pay. As a matter of fact, 
if you would care to see it, we have a typical rent schedule that shows 
that. 
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Mr. VurseE.u. I would like you to tell me about it. This is a low- 
rent housing, is it not? 
Mr. Rina. Yes, sir; it is low-rent housing. 


AMORTIZATION OF PROPERTIES 


Mr. Vursetu. Do you expect to collect enough rent to pay all costs 
and then collect something above to amortize the property out? In 
other words, when is this property going to be paid for out of the rents, 
if ever? 

Mr. Rina. The property will not necessarily be paid for entirely 
out of the rents. The annual contribution that we receive from the 
Public Housing Administration—— 

Mr. VurseEtu. That is what I am getting at. 

Mr. Rina. That will enable us to meet the—— 

Mr. Vurse.u. Where do they get that annual contvibution? That 
still the public’s money, is it “not? 

Mr. Rina. Yes, sir; that is still the public’s money. 

Mr. Vursewu. Here you have these houses filled and you are going 
to probably fill 10,000 or 15,000 more with rentals. You have no 
hope for the Government to come out anywhere vear clear with the 
rentals that you receive after you take the routine management cost 
and everything else out of them; is that right? 

Mr. Rina. I think that is a correct statement, for the reason that 
we would not be carrying out the purpose of housing these low-income 
families ——— 

Mr. Vurse.u. Can you tell me how long these properties will last 
under the care that you are giving them now before they become slum 
areas themselves? 

Mr. Rina. I think, sir, that they will last for the full period of 
amortization and well beyond. Last year it was our pleasure to take 
some of the members of the subcommittee—— 

Mr. Vurse.u. I remember going out. 

It looks as though you were doing a pretty good job. 

What is the full period of amortization, 40 years at one, and 60 
years on the other? 

Mr. Rina. That is correct. 

Mr. VursELt. Who is going to amortize them? The Federal 
Treasury? What percentage does the Federal Treasury amortize 
the thing at and what percentage do you get out of the rentals? 

Mr. Rina. I am not sure that I can answer the question in the terms 
in which it was asked. 

Do you have the answer to that, Mr. Haskell? 

Mr. Hasketu. All we can tell you, sir, is what the results have been 
up to date. 

Mr. Vurse.u. That will help some. 

Mr. Haske.u. That would vary under the various programs. In 
the original program under the 1937 act, those units constructed in 
1940 and 1941, the cumulative annual contribution which came out 
of the Federal ‘Treasury is $1,704,000 to June 30, 1957. 

Mr. Vurse.u. This came out of the Federal Treasury? 

Mr. Haske. That is right. Our contribution for the last year 
was $185,000. 
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Mr. Vurse.u. It keeps going up as we get more dwellings and the 
Government pays more to run this low-rent housing. 


SCREENING OF APPLICANTS FOR PUBLIC HOUSING 


Is there a possibility that we are furnishing rent to people who could 
pay more, should pay more, or ordinarily, under our form of Govern- 
ment, would have paid more, or paid all of their rent? Are we con- 
tributing to the delinquency, from an economic and spendthrift 
standpoint, of the people being housed, a great number of them in 
these low-rent houses? 

Mr. Rina. I am very glad that you asked that question. 

Mr. Vursetu. I think it is important. It is to me. 

Mr. Rine. As a matter of fact, it is a key question in the opera- 
tions of any agency such as our own. It would be fine if the Author- 
ity were in a position merely to take the word of a family who applies 
for housing, but it is necessary for our housing applications office, 
even before the family is referred to any of our properties, to require 
that the family bring in evidence from employers, from relief agencies, 
or other social agencies, to determine not only the income of that 
family but the family composition. It is also necessary for us to 
learn whether the family actually has been a resident of the District 
for at least a year and in the case of those who are not-being dis- 
placed by the Government action, or who are not families of veterans 
or servicemen, we must determine by actual inspection whether the 
housing that the family occupies is substandard or not. 

It is also necessary for our management personnel at least once a 
year to make a check of the incomes and family compositions of 
families who have become our tenants. That has been the rule and 
the rule has been faithfully carried out since the days of World War II 
when we were housing a considerable number of warworkers. 

We have found that there have been families who have concealed 
their assets from the Authority but their attempted hiding of addi- 
tional income has been discovered. 

Mr. Yates. What percentage has this been? 

Mr. Rina. Really very small, possibly 1 to 3 percent. 

Mr. Yates. Of all of your tenants? 

Mr. Rina. Yes; and for one reason. Inasmuch as we are operating 
a system of graded rents, in which the subsidy is spread to the families 
in accordance with their needs, Mrs. Smith who lives in 1 house and 
who is paying a rent, let us say, of $27, is always rather anxious to let 
the management office know that Mrs. Jones, who may be living a 
door or two away, should be paying $35 and she is only paying $23. 

Mr. VursEe.u. You have a lot of help from the detective service 
there, a sort of an underground, to keep you posted? 

Mr. Rina. That is right. 

Mr. Vursett. I think you folks are trying to do a good job. When 
you consider that here in this vaunted Capital of our great Nation 
with this, should I say, Republicanism prosperity we have, and Walter 
Reuther, and this crowd calling the shots on high wages, I am wonder- 
ing whether or not the gambling joints and racetracks are not getting 
some money out of our tenants. That is, if they were not delinquent 
in their thinking, if they had some responsibility to take care of them- 
selves and their families, they would probably be able to pay a better 
rent and help take this load off the Government. 
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That is a rather long sentence and I apologize, Mr. Chairman, for 
trying to get that into the record, but the point [ am trying to get at— 
and I know you folks are honestly trying to get at it, too—is this: 
You check up to see how many people are cheating. I imagine that 
is a minority. I think a small minority will cheat in a situation of 
this kind, but I am wondering down deep whether or not im the.lo: 
run when we take the responsibility off the fathers and mothers an 
parents, and. brothers and sisters, of taking care of their own housing 
and paying their own rent, whether we are not contributing at least 
a diminution of character and self reliance that was thought to be a 
rather important ingredient and part of the makeup of the family im 
this country in the past. 

So far as I am concerned I hope that you do not get enough sites 
to spread this housing too far and let these people be on their own, 
get out and scratch for a living where they ought to. That-is-what 
made this country pretty big, anyhow. 

Mr. Riva. Sir, I appreciate the wisdom of your observations. 

I do want you to know, however, that the Authority’s objective is 
not to relieve families who are our tenants from a sense of responsibility 
for the housing that they occupy. 

Mr. Vurse.u. I am sure that that is right. 

Mr. Rina. But actually to inculcate not only a sense of responsi- 
bility for their housing and a proper attitude toward rent paying and 
maintenance, and also a constructive attitude toward activities: inthe 
community, to divert their attention from pursuits that possibly 
would be harmful to those that will tend to their own building up, 
and to the aid of their neighbors. 

We have had, I am very glad to say, experiences of families who 
have come to us at the very bottom of our income scale and who have 
gone up and have been graduated, as we call it, when they reached the 
income limit for continued occupancy. Many have then purchased 
housing of their own. 

As.a matter of fact, one group of tenants from one of our properties 
started a little housing development of its own in nearby Maryland 
not long ago. 

Mr. Vursenu. That is good. 

Mr. Rina. That is the kind of progress we want. 

Mr. Yates. With reference to Mr. Vursell’s comments and his 
statement that perhaps you were contributing to the delinquency of 
yews tenants by providing housing to them when they could get 

ousing elsewhere in accordance with the American system 

Mr. VursE.u. [ will change that word to “we,” if you will. They 
are not contributing. 

Mr. Yarss. O. K. 

Would there be a problem for many of your tenants to find housing 
if you had not provided it? 

fr. Rine. Very definitely. 





LACK OF PRIVATE HOUSING 


Mr. Yates. What are the obstacles to their finding housing? 

Mr. Rina. There are a number of obstacles and one is the size of 
the family itself. A survey that we made of the Washington housing 
market during this past summer indicated that the private market is 
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providing a fairly good supply of housing in 1-bedroom units beginning 
at $75 a month, and in 2-bedroom units at $85 a month: For the large 
families who would require three or more bedrooms, absolutely none. 
_ We do know from not only our own observations, but those of other 
agencies in the community that are concerned with the problem of 
housing, that one of our greatest problems is the housing need of the 
large family—the family of six or more persons. 

; ‘Mr. Yares. Are there housing facilities readily available for non- 
‘white families in the District? 

Mr. Rina. Housing facilities for nonwhite families have increased 

in supply and in proportion, I should say, during the past 10 years, 
but they are certainly not sufficient to meet the crying need that we 
‘can observe in the older sections of the city where roominghouses are 
packed with them. 
“ Mr. Yarrs. I know that a survey made in the city of Chicago in 
connection with a slum-clearance project showed that with respect 
to the nonwhite tenants who had lived in what had been a slum 
section, only one-third were eligible for public housing and two-thirds 
of: them had incomes in excess of the public housing limitations. 

tT were having an enormously difficult time finding any housing 
at all. 

I do not know whether Washington was in that situation or not, 
but in Chicago we have the nonwhite population which has a very 
difficult time finding adequate facilities in which to live. 

Is this true in Washington as well? 

Mr. Rive. It is true in a great many cases. It depends on the size 
of the family in very large part and on the income of the family as well. 

Mr. Tuomas. Mr. Ring, does the Housing Authority have any 
public housing units under its juridsiction other than what the 
Government of the United States has arranged to pay for? In other 
words, does the District of Columbia arrange, or has it arranged, to 
build any public housing units? 

Mr. Rive. No, sir. 

- Mr. Tuomas. Of its own arrangement, with its own funds? 

Mr. Rina. No, sir. 

Mr. Tuomas. Take a city like Boston or New York, where you 
have 2 or 3 different types of housing units. That is, those purely 
Federal and there may be those purely city and those purely State. 

Mr. Rina. That is correct. 

Mr. Tuomas. But the District of Columbia relies, as usual, upon 
the Federal Government, I guess? 

- Mr. Rivne. Yes, sir. 

The District of Columbia in itself is a creature of the Federal 
Government. There is no State housing program, of course, and you 
refer to such programs as those in New York City—city-aided housing 
programs, State-aided, and Federal. 

Mr. THomas. What is our oldest housing project? Does that go 
back to 1937? Were they built in 1940-41? 

Mr. Rina. Of course, the very oldest are those, some of which we 
saw on the tour, that were built under title I. Our first were the 
Hopkins Place houses built in 1936. 
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NEED FOR MAINTENANCE PROGRAM OF PROPERTIES 


Mr. Tuomas. Do you have any public housing units that are 
approaching a slum stage now? 

Mr. Rina. No, sir; I should not say that. There is a very real 
problem, however, with the reconditioned houses in the Hopkins Place. 

Mr. Tuomas. Some of these old units in another few years are 
going to be slums unless something is done about them. I saw some 
this summer which were in terribly bad shape and they were right on 
the borderline of aslum. They were constructed to get rid of a slum. 
What is the answer to that problem 20 and 25 years from now, if your 
units are now 15 and 20 years of age? What about when they become 
35 and 40 years of age? What is the answer to that? 

Mr. Rine. The answer today, as it would be 10 or 20 years from 
now, would be not only a sound maintenance program on the part of 
the Authority, but in a proper tenant maintenance program as well. 

Mr. Tuomas. I guess that is the answer—your maintenance. 


TREND TOWARD SMALL PUBLIC HOUSING PROJECTS 


I think that your opening statement had the wisest words that 
have been spoken; that is, relating to these small units. You are 
going into these tremendously large cities, of which Washington is one- 
and you have big units of 400, 500, and 600 under 1 roof on a tract of 
land which is about 10 times too small. We have an enormous 
increase in population, and we have tremendous numbers of children 
in these families. I am talking about something that you know 
something about now. In these units, you have no playgreunds: 
You have nothing in the world to take care of these large numbers of 
children, and America is increasing in population in these areas very 
fast. 

-It looks to me as though the answer is smaller units. Whether you 
can hold the land costs down is one thing, but it is very unsatisfactory 
in these tremendously large cities with 400 or 500 units. Then you 
have families with 2, 3, and 4 children and no place for the children 
to goor play. They are swarming all over the place. It is not fair to 
the children, and you are developing a slum by the same token that 
you are trying to prevent one. You are going in a vicious circle. 

Mr. Rina. I agree heartily with you, Mr. Chairman, and your 
appraisal of that as a major problem. That is why the Authority in 
its planning of projects has endeavored in every case to assure that the 
Recreation Department, for example, has provided proper play space 
immediately attianent to the property. 

Mr. Tuomas. That is not the Recreation Department’s job. ‘That 
is the Housing Authority’s job, to see to it that you put those large 
buildings on grounds large enough for these children to play. It is 
unfair to the children and to the families. That is a problem, and | 
hope you look into it. It is nice to see you, and we enjoyed meeting 
with you. 

Mr. Ringe. Thank you, Mr. Chairman. 
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SALARIES AND EXPENSES 


Program and financing 


; = 
| 1957 actual oss estimae| | 1959 estimate 





Program by activities: | 
1, Antimonopoly: | | 
(a) Investigation and litigation...............-...-- $2, 539, 660 | $2, 750, 900 $2, 781, 850 


(6) Economie and financial reports.__..........---- 514, 650 | 532, 400 | 533, 700 
2. Antideceptive practices: 

(a) Investigation and litigation...._............-_-- 1, 130, 770 1, 232, 800 1, 277, 100 

(6) Trade practice conferences and small business. 238, 620 275, 100 275, 750 

(c) Wool, fur, and fiammable fabrics enforcement -.- 350, 650 362, 400 363, 300 

(d) Insurance and trademarks..______----_.--_- cay 103, 220 101, 600 101, 800 

3. Executive direction and management. ._............--.| 352, 650 71, 100 372, 000 

4. Administration _- lie ‘ caeetedinuanian a 286, 203 323, 7 319, 600 

I | 5, 516, 423 5, 950, 000° 6, 025, 000 
Financing: Unobligated bal ance no longer available__...___- 33, 577 


Appropriation (new obligational authority) _........__- 5, 550, 000 5, 950, 000 wo | 6, 025, 000 








} 0, ON, 
| 
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1957 actual | 1958 estimate | 1959 estimate 
pine Labi nd de 




















Total number of permanent pepiions. ‘iupipaltgied ee 761 752 751 
Average number of employees__-______.._.--.-- noteuk 717 745 745 
Number of employees at end of year- aimee bat hate 74 | 750 750 
Average GS grade and salary... .........--.-.- Sure jie $6,657 | 8.9 $6, 672 8.9 _%6,714 
01 Personal services: | 
Permanent positions _------.---- ‘ in adn $4, 839, 525 $5, 034, 850 $5, 060, 500 
Other personal services. _.___..._-- ; abéan 30, 945 | 38, 150 , 500 
Total personal services ; ; 4, 870, 470 1¢ 5, 073, 000 5, 100, 000 
02 Travel_. 4 . wd 225, 081 251, 250 260, 000 
03 =T ransportation of things. a ee aes Koln 6, 407 7, 650 7, 650 
04 Communications services- di disu 59, 715 | 67, 000 67, 000 
05 Rents and utility services___ ib Seadl 27, 288 18, 500 18, 500 
06 Printing and reproduction ; 50, 466 46, 000 46, 000 
07 Other contractual services i 62, 773 77, 600 102, 600 
08 Supplies and materials ; | 75, 453 | 62, 000 62, 000 
09 Equipment ; ime 128, 985 | 23, 000 23, 000 
11 Grants, subsidies, and contributions. ___- dats | a 000 338, 250 
13 Refunds, awards, and indemmities._...............-- eee | 9, 785 | Se 
Rtas seal pi aekedemtetdes 
Total obligations Sas aad 5, 516 423 | 5 5, 950, 000 mt. 6, 025, 000 


Mr. Tuomas. The committee will please come to order. We have 
with us this morning the Federal Trade Commission. We are cer- 
tainly honored and delighted to see so many of our old friends here; 
the very able and genial Chairman, Mr. John Gwynne, who served in 
the House with us a good many years; Commissioner Anderson, 
Commissioner Kern, and Commissioner Tait. Do we have another 
Commissioner? 

Mr. Gwynne. Mr. Secrest, unfortunately, could not be here. He 
is in Chicago on official business. 

Mr. Tuomas. Tell him that we miss him. 

We also have Mr. Akerman, the Executive Director; Mr. Heim, the 
Assistant Executive Director; Mr. Parrish, Secretary; Mr. Glendening, 
Chief of the Division of Budget and Finance; Mr. Kintner, the Gen- 
eral Counsel; Mr. Stowe, Director of Public ‘Information : Mr. Mac- 
Iver, Assistant Director, Bureau of Litigation; Mr. Murphy, Assistant 
Director, Bureau of Litigation; Mr. Hill, Assistant Director, Bureau 
of Investigation; Mr. Jamarik, Assistant Director, Bureau of Con- 
sultation; Mr. Cameron, Chief, Division of Trade Practice Confer- 
ences; and Mr. Whitney, Director, Bureau of Economics. 

Have we overlooked any body, gentlemen? 

Mr. Gwynne. I believe not. 

Mr. Tuomas. It certainly is nice to have you all aboard. 

Mr. Evins. Perhaps I might be permitted to say that the FTC is 
the agency of the Government where | at one time worked and had 
several years of pleasant association. I join with you in welcoming 
our friends. 

Mr. Tuomas. It is nice of you to say that. It is a fine crowd. 
That is the reason you have done so well. You had good training, 

Mr. Vursext. That is right. 
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Mr. Evins. I should like to say further that we miss Mr. Babcock, 
one of the division directors, and Mr. Joe Sheehy, another division 
director, Mr. Grandy and others of the Commission’s staff, 

Mr. Tuomas. Where are they? 

Mr. Gwynne. Mr. Sheehy is on the same business in Chicago that 
Mr. Secrest is on. Harry Babcock is out in the West. We have a 
new manager of the San Francisco office. You probably have heard 
that the other manager died and we appointed a new one. Mr. 
Babcock is out helping them get started. Mr. Grandy is up in 
New York on official business. 

Mr. Tuomas. The Bureau of Litigation and Investigation is still 
ably represented here, even though we miss them. 


GENERAL STATEMENT 


Who has a statement for us? We shall be delighted to hear you, 
Mr. Chairman, or any of your colleagues. 

Mr. Gwynne. Mr. Chairman, I wish to make a brief statement at 
the beginning. 

Mr. Tuomas. Do not make it too brief. If you make it too brief 
we shall have to ask you too many questions. We want to know what 
you have been doing with all the 100 extra employees you have, 
what about these big firms, how many you have been holding con- 
ferences with, and so forth. We want to know what has been the 
result of your good efforts. I know all of you have really been trying. 

You have a good justification. You have set out a lot of cases under 
investigation, complaint, and so forth. But go ahead, Judge. 

Mr. Gwynne. As the record indicates, we are asking $6,025,000, 
which is $75,000 more than we received last year. Of that $75,000, 
$14,250 is required for additional civil service retirement, $25,000 has 
been set aside more or less for clinical testing of drugs, which leaves 
$35,750 to take care of some additional services and expenses in 
connection with work already in progress. 

Mr. Tuomas. How much have you in here for annualization which 
should be charged on a direct annual basis rather than on a 3- or 4- 
month basis? I figure it out to be $50,000; is that right or wrong? 

Mr. Gwynne. You mean on the civil service retirement? 

Mr. Tuomas. Salaries. 

Mr. Gwynne. Can you give that? 

Mr. GLENDENING. $27,000 for personal services. 

Mr. Tuomas. It is bad practice, Judge. Put them on a straight 
annual basis. Do not come in here and try to annualize them for 
3 months against 9, and all that sort of thing. We are not going to 
do it. 

Go ahead, Judge. 

Mr. Gwynne. The staff, as you have pointed out, has increased at 
the end of the fiscal year from about 641 to 744. 

Mr. Tuomas. What about the field versus the central office? 
What about the field offices? 

Mr. Gwynne. A great many of the new people have gone to the 
field offices, in the Bureau of Investigation. 

Mr. Tuomas. You cannot operate without them, can you? 

Mr. Gwynne. No. 

Mr. Tuomas. How many do you have now? 
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Mr. GLENDENING. One hundred and eighty-five. 

Mr. Tuomas. That is*exactly what I added up. I will prove it to 
you. My arithmetic is good. There it is, 185. Go ahead. 

Mr. Gwynne. By way of indicating on a mathematical basis some 
of the work we have been doing, I shall give you a few figures. 

In the matter of complaints issued for the fiscal year 1957, 242 have 
been issued, which compares with the previous fiscal year when 





REGIONAL OFFICES 


Mr. Tuomas. Excuse me, if I may interrupt. Before you get right 
down to the meat of your case, tell us something about your regional 
offices. We did not get to go into one this year, but I think last year 
we went into your New York office. Tell us generally about your 
regional offices. What are their activities? How much work do they 
make for the central office, or vice versa, and how much work does the 
central office make for your regional offices? What duplication of 
effort is involved, if any? 

Mr. Gwynne. Each one makes work for the other. Virtually all 
the investigations are done out of the regional offices. It comes from 
the regional offices into Washington and results quite often in cases 
for the members of the litigation staff. 

As I pointed out, many of the new people we took on did go to 
these regional offices. That is where we felt we needed new people in 
our substantially increased efforts to carry on these investigations. 
It is extremely important. We have been trying to build them up, 
attaching even more and more importance each year to the regional 
offices. That is where the lawsuits start, Mr. Chairman, in the in- 
vestigation. 

If I might continue, if there is no objection I will give you a few 
figures. After that, I shall be glad to answer any questions. 


WORKLOAD DATA 


Orders issued for fiscal 1957, 179, as against 172 for fiscal 1956. 

We have taken on new people, and it is necessary to train them. 
They have commenced to get into the work. That is indicated very 
clearly by some figures I want to give you which include the last 6 
months of 1957: in other words, for calendar 1957, by w ay of compari- 
son with calendar 1956. In 1957 the Commission issued 324 com- 
plaints. In 1956 we issued 221. There is a substantial increase. 

Mr. THomas. What is the beudiewe of your complaints by divi- 
sions, the nature of them, and so forth? 

Mr. Gwynne. I can do that quite roughly here. The complaints 
for the calendar year, about 52 involved Clayton Act, section 2; 13 
were various complaints—— 

Mr. THomas. Clayton Act, section 2, means what? 

Mr. Gwynne. That has to do largely with discriminatory practices. 

Mr. Tuomas. Purely antimonopoly work. 

Mr. Gwynne. Yes, that is antimonopoly. 

Mr. Tuomas. It could be price fixing, or what else? 

Mr. Gwynne. A section 2 case would not be price fixing. It would 
be a discrimination that a seller gives to one customer that he does 
not give to a competing customer. Under the Federal Trade Com- 
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missions Act we did issue 13 complaints involving restraint of trade 
in the year. That would involve in some instances attempts to fix 
prices. It m ght be boycotts or coercion which would result in fixing 
prices, at least in restraint of competition. 

Under the Federal Trade Commission Act, section 12, which is the 
special section which has to do with foods, drugs, devices, and cos- 
metics, we issued 12 complaints. 

Under deceptive practices, under section 5 of the Federal Trade 
Act, which covers a wide field of unfair competition and other practices 
that have the capacity to deceive, the figure is 130. 

Mr. Tuomas. That is 50 percent of your workload, is it not? That 
is chasing the rabbits and letting the coyotes get by you. If a fellow 
is selling pills and says they will cure dandruff and falling arches and 
flat feet, then the Federal Trade Commission hops all over him and 
rais scain. A lot of people think that steel, cement, motion pictures, 
and 2 or 3 others are keeping the cost of living pretty steadily high, 
and you do not do much about it. 

Mr. Gwynne. It is true that is a large number of cases. Neverthe- 
less, it is an important field. 

Mr. Tuomas. Yes, I agree with you it is important. Go ahead. 

Mr. Gwynne. It is not all advertising, incidentally. There are 
other unfair and deceptive practices which are included in that. 

We filed under section 7 of the Clayton Act 6 complaints, merger 
cases; under the Wool Act, 31 complaints; under the Fur Act, 71. 

In addition to that, there are a number of matters, and many of 
these smaller matters, as a matter of fact, are settled without trial 
and many of them are settled without complaint. We have been 
able by a process of keeping in touch with members of industry to 
get them back on the road to complying with the law without taking 
any formal action. 

Mr. THomas. What do you mean by that very general and indefinite 
statement? 

Mr. Gwynne. I will make it more definite and apply it to the 
Fur Act. The Fur Act is a good illustration. That requires, as you 
recall, that furs must be labeled so that the buyer knows what he is 
buying. Many times we find that the deception there, the law viola- 
tion, is not too serious and we are able to straighten it out so that 
we get the law complied with. We get the man’s assurance of dis- 
continuance. We keep track of it. 

As we get around that area again we see if he is complying with the 
law. There were 1,706 of those assurances of discontinuance. There 
were 140 stipulations. 

Mr. Tuomas. That is a lot of cases under any act, is it not? That 
is a lot of activity. 

Mr. Gwynne. Those were cases where the person signed up. 

Mr. Tuomas. You mean those fur boys on Seventh Avenue have 
gotten considerably out of line, over 1,000 of them? 

Mr. Gwynne. No. This is not all fur. I am giving that as an 
example. 

Mr. Tuomas. I thought you were still talking about the Fur 
Labeling Act. 

Mr. Gwynne. I am giving that as an illustration of the type of 
case in which we often do get an assurance of discontinuance, and we 
find that it works. But we have issued a lot of complaints there. 
We have issued 71 complaints, too. 
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We have had also during the year two rather, you might say, diver- 
sionary actions which have taken our time and money. One had to 
do with the question of issuing of subpenas, principally under the 
Clayton Act. There always has been some argument among members 
of the bar as to the right of the Federal Trade Commission to issue a 
subpena under the Clayton Act. You have heard this many times, 
Mr: Evins. It is based on the fact 

Mr. Evins. The Commission never had any doubt that they had 
the authority; did it? 

Mr. Gwynne. No, I am sure we did not. Nevertheless, this last 
year we have had to meet it. The thing has been actively contested. 
We have had 5 or 6 cases in the courts, and we finally got the word 
from the Supreme Court. They have established two very impor- 
tant propositions. One is that the right to issue a subpena exists under 
the Clayton Act the same as it does under the Federal Trade Act 
also, that the right extends to securing the documents and papers of 
a third corporation and not only the respondents. In fact, we won 
every case we had in that field. 

Mr. Tuomas. Good. Congratulations. 

Mr. Gwynne. But it has taken some time. We can expect now 
to devote—— 

Mr. Tuomas. You had a lot of people right on you; did you not? 

Mr. Gwynne. That is right. I am glad it is settled. 

Mr. Txomas. That is quite a feather in the Commission’s cap. 
gma 2 Go ahead, sir. 

Mr. Gwynne. That credit should go largely to the General Counsel. 

Mr. Toomas. What is the gentleman’s name? 

Mr. Gwynne. Mr. Kintner. 

Mr. Tuomas. Since you raise the question, what have you been 
doing for the lawyers over there? Did the Civil Service Commis- 
sion—— 

Mr. KintNner. We got our 15’s, Judge. We got those 15’s that 
you and I were talking about this time ‘Jast year. 

Mr. THomas. What did you do for the boys generally? Did they 
help you upgrade them? 

Mr. Kintner. We were able to upgrade them. Judge Gwynne 
approved upgrading and the Civil Service also approved. 

Mr. Tuomas. That is fine. 





FTC JURISDICTION UNDER THE PACKERS AND STOCKYARDS ACT 


Mr. Gwynne. I will add, too, that has been a great help to us. 
They certainly were deserving of it. These boys go out and try 
cases against some of the most expensive lawyers in the country, as 
you well know. The other difficulty we have had has been with the 
Packers and Stockyards Act. You recall that when the Packers and 
Stockyards Act was passed, it set up certain offenses which were 
offenses committed by pac kers and gave the Secretary of Agriculture 
the authority and the machinery to enforce them. What was left, 
what was not carved out, was left to the Federal Trade C ommission. 
It has resulted in some disagreement and misunderstanding as to just 
where you draw the line jurisdictionally. That question has been 
raised during the past year in several cases. 
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To give you one example, Food Fair. Food Fair is a large grocery 
chain which operates about 258 markets up and down the Atlantic 
coast. They also some years ago bought a packing plant. They 
buy livestock for slaughter and also produce meat and sell this meat 
not only through their own stores but through independent brokers. 
The record showed that their meat business was only 6 percent of their 
entire business, and yet under the definition of “packer” in the 
Packers and Stockyards Act, the Commission held that they were a 
packer, and therefore jurisdiction must go to the Secretary of 
Agriculture. 

We have had other cases where we have held we had jurisdiction. 

In any event, it has caused us trouble and will cause us trouble until 
the law is changed. It is a matter that calls for legislative action by 
the proper committee. 

Mr. Evins. Have you had any court interpretations of the division 
of jurisdiction, Mr. Chairman? 

Mr. Gwynne. The only thing we have had from the courts was a 
case which happened some years ago. 

What was the name of that case? 

Mr. Kintner. The United case. 

Mr. Evins. Do you think quicker remedial action could be taken 
by the Congress to clarify it rather than by going through the processes 
of the court? 

Mr. Kern. Yes. It is a real process of administration. 

Mr. Evins. Personally, I think the Federal Trade Commission 
should have had initia) jurisdiction in the entire field. The Com- 
mission made an exhaustive investigation of the packers and stock- 
yards industry. They came up with the recommendation. The big 
fight years ago in the Congress was on whether the Commission or the 
Department of Agriculture should have jurisdiction. The Agricul- 
ture Department won out, unfortunately. Over the years you have 
had very little, if any, jurisdiction over anything affecting the packers 
and stockyards industry except jurisdiction over perhaps a small 
amount of advertising. Is that about the limit of your jurisdiction? 

Mr. Gwynne. You mean at the present time? 

Mr. Evins. Yes. 

Mr. Gwynne. We do not even have that if the person is a packer, 
The question is whetber the respondent is a packer or not. 

Mr. Evins. Even though 75 percent or more of his business mav 
be retail sales, if he has a small amount of business which can be 
classified as packing, jurisdiction reverts to the Department of 
Agriculture. 

Mr. Gwynne. That was the conclusion of the Commission in the 
Food Fair case. You see, the whole thing gets back to the fact that 
the situation Congress was trying to meet in 1921 when it passed 
that act was quite different from the situation we have now. At 
that time the packers were undoubtedly guilty of many wrongdoings. 
They were powerful figures and they were in other businesses. The 
anxiety of Congress was to see that no packer could get out because 
he might be incidenta!ly engaged in something else. 

Now we have a little different situation. We have had the rise 
of the big grocery chains, and many of those chains have acquired 
packing plants. A good bit of that happened during the Second 
World War, partly, I guess, out of their desire to be assured of a meat 
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supply. Anyway, the result is that we have those situations where 
a company which is primarily engaged in the grocery business, selling 
prunes, brooms, and what have you, also produces meat under the 
definition laid down in the Packers and Stockyards Act. 

Mr. Evins. It is well, Mr. Chairman, for this committee to have 
that information, but of course that is a matter that would have to 
be addressed to our legislative committees. 

Mr. Gwynne. That is correct. 

Mr. Evins. Are there bills pending before the Interstate and 
Foreign Commerce Committees of both the House and Senate to 
correct the situation? 

Mr. Gwynne. Bills are pending in the Senate and the House in 
various committees, and we are promised that action will be taken 
promptly. 

OTHER LEGISLATIVE PROPOSALS 


Mr. Evtns. You are also interested in legislation which would give 
the Commission more strength in enforcement for violation of your 
orders. 

Mr. Gwynne. Yes, we are, too; yes, indeed. As you know, the 
Commission has asked for many years for the finalization of Clayton 
orders. We are still urging that. 

Mr. Evins. Those are still the principal legislative provisions that 
you feel the Commission needs at this time. Are there others? 

Mr. Gwynne. Yes. For some years we have asked an amendment 
to the law which would require premerger notification. So many 
days before they actually put a merger into operation, they would be 
required to notify the Federal Trade Commission or the Department of 
Justice, or maybe both, of their intention to merge. We think that 
would give us the opportunity to more quickly examine the proposed 
merger and determine whether it would be regarded as being in viola- 
tion of the law. 

ANTIMERGER WORK 


Mr. Evins. I do not wish to interrupt your statement, Mr, Chair- 
man, but I notice in your annual report your statement of the year’s 
highlights about your antimerger work. Nine antimerger complaints 
were issued during the year. That is very important work, but with 
the $1 million increase in appropriations and the emphasis this com- 
mittee is insisting that the Commission place upon antimonopoly 
work, I wonder if you could tell us what you have actually accom- 
plished in that field during the past year. 

Mr. Gwynne. The last fiscal year? 

Mr. Evins. Yes. 

Mr. Gwynne. I can give you the situation as it exists right now. 

First of all, let me give you that. We now have in trial 18 merger 
cases. 

Mr. Evins. Eighteen cases before the Commission? 

Mr. Gwynne. Which are being tried; yes. They are being tried 
before hearing examiners. 

Mr. Evins. They are not in the courts? 

Mr. Gwynne. No. These 18 that I mention include only the cases 
that are actually being tried now before hearing examiners. We have 
disposed of some cases. According to my record, five. If I am not 
correct, I wish someone would correct me. 








a2 


Mr. McIver. Six. 

Mr. Gwynne. Incidentally, three of them were in the past year.. 
Two of those 6 cases have been tried and orders issued. One was the 
Crown Zellerbach case. That had been appealed to the Commission. 
An order of divestiture was made by the hearing examiner and the 


Commission sustained the hearing examiner and strenghtened .the 
order for divestiture. 


Has that been appealed yet? 

Mr. Kinter. No, sir. 

Mr. Kern. There was a published statement that it would be 
appealed by counsel. 

— Kinter. We do anticipate appeal. They may do so if they 
wish. 

Mr. Gwynne. Another case that was completely tried involved the 
Farm Journal acquisition of Country Gentleman, and an order was 
issued there. Other cases have been settled. 

One of the important cases which was settled was International 
Paper, a case where a large paper company——— 

Mr. Evins. You have 18 antimerger cases before the Commission 
now, and 6 were disposed of during the year? 

Mr. Gwynne. Not during the year; no. 

Mr. Evins. Six were disposed of in what length of time? 

Mr. Gwynne. These are the cases which have been handled since 
the 1950 amendment. However, the great share of them were within 
recent years. 

Who has the figures quickly? 

Mr. Mclver. i have them right here, sir. 

Mr. Gwynne. Do you want the fiscal year, Mr. Evins, or the 
calendar year? 

Mr. Evins. You were giving us a review in the antimerger field. 
The committee feels that this is perhaps some of your most important 
work of the Commission. We have stressed it at our hearings, and 
you have been given a million-dollar increase. We wanted you to 
report what work and activity you have had in the antimerger field 
in the past year. 

Mr. MclIver. The six orders to cease and desist which have been 
issued in the merger field are as follows: 

One was issued against the Union Bag Co. in May 1956; against 
the Farm Journal Co. in July of 1956; against the Scoville Manu- 
facturing Co. in September 1956; against the International Paper Co. 
in June 1957; against the Vendo Co. in September of 1957; and against 
the Crown Zellerbach Corp. in December 1957. 

Mr. Evins. What is involved in the Crown Zellerbach proposed 
merger? 

Mr. McIver. Crown Zellerbach is a very large producer of paper 
on the west coast, one of the largest. It had acquired the St. Helens 
Pulp & Paper Co. The case was tried completely and the decision 
was issued last month. 

Mr. Evins. That was an order of divestiture? 

Mr. McIver. Yes, sir. 

Mr. Evins. You have noticed that that case is to be appealed to 
the courts? 

Mr. Mclver. Yes, sir. 
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Mr. Evins. Have you had any antimerger case within the courts 
in the last year? 

Mr. Mclver. No, sir. The Crown Zellerbach case is the first 
contested case which has been decided under the new statute. It 
will be the first one in the courts. The other cases have not been 
appealed or they were settled by consent agreement. 

Mr. Jonas. Would you yield at that point before you leave it? 

Mr. Evins. I yield. 


FARM JOURNAL-COUNTRY GENTLEMEN CASE 


Mr. Jonas. What is the difference in principle between your action 
in the Farm Journal-Country Gentlemen case where you sought 
divestiture, and the situation here in Washington, D. C., where the 
Washington Post acquired the Times Herald? 

Mr. Gwynne. In my recollection, we did not have the Washington 
Post case. Am I right about that? 

Mr. Kintner. That is right. 

Mr. Parrisu. We have a liaison arrangement with Justice, Con- 
gressman, so that both agencies do not go into the same matter. My 
understanding is that we were notified that Justice was looking into 
the Washington Post-Times Herald thing, so we did not. They con- 
sidered the case and apparently decided not to go ahead. No action 
was taken. That is my recollection. That*case was not handled by 
the Commission. 

Mr. Jonas. How did you get interested in the Farm Journal- 
Country Gentlemen case? Was that brought to your attention by 
Justice, or did you initiate it? 

Mr. Gwynne. I do not think it was brought to our attention by 
Justice. Who has the answer to that? 

Mr. Parrisu. It was a merger which occurred. We noticed it in 
the press. It looked as if it involved a violation of section 7, so we 
investigated it. 

Mr. Jonas. You also read in the press that the Times Herald was 
being acquired by the Washington Post. 

Mr. ParrisH. That is right. 

Mr. Jonas. What was the purpose of the action in the Farm Journal 
case? What was the principle involved? 

Mr. Gwynne. The principle involved.was-the.same. As to whether 
the facts were the same, I would not want to say. In that case one 
newspaper had bought another. We read about it, made an exam- 
ination of it, and brought a complaint against them. As a matter of 
fact, we also asked for an injunction because we realized if we did not 
move quickly, the divestiture order would be sadly crippled. 

Mr. Jonas. Do you consider that there is any monopoly question 
involved where all of the morning newspapers in the Capital City of 
the Nation are merged into one? Does that not present a monopoly 
situation? 

Mr. Gwynne. Are you talking about any particular city now? 

Mr. Jonas. I am talking about the city of Washington. 

Mr. Gwynne. As I say, because of the fact that we do have liaison 
arrangements with Justice and they were handling the case, I would 
not like to comment on it. However, let me point out that section 7 
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applies where there is probable injury to competition in a line of 
commerce or in an area or section of the country. 

‘Mr. Jonas. You think you would haye jurisdiction to investigate 
the situation I referred to here in Washington? 

Mr. Gwynne. Yes. 

Mr. Jonas. That is clear under the law? 

Mr. Gwynne. I would think so, certainly. 

Mr. Jonas. But you have not made any investigation because you 
thought the Department of Justice was doing so? 

Mr. Gwynne. We knew they were doing so. We have that situa- 
tion in a good many branches of our work. There are some cases 
where the work being done by Justice and that of the Federal Trade 
Commission overlap. We are both in this merger field. We do not 
follow the practice, naturally, of both of us investigating the same 
merger. It is usually, I think, a matter of who gets in the case first. 

Mr. Jonas. In other words, we have two agencies of the Govern- 
ment, one a department and the other an independent agency, with 
concurrent jurisdiction in this field. 

Mr. Gwynne. Yes. 

Mr. Jonas. It is just a question of which one gets in first. 

Mr. Gwynne. Not entirely. That is part of the question. We 
notify Justice of what we are doing. They notify us of what they are 
doing. There have been cases where it appeared that we could handle 
a matter better than Justice because we were familiar with the 
industry. 

I refer particularly to some of the dairy cases. We have brought, 
for instance, three cases against some of the large dairy corporations. 
Justice has had some report and complaint in that general industry 
and they usually refer them to us. 

They, on the other hand, are in other industries. I think of shoes, 
for instance. We have sometimes referred such matters to them. 

Mr. Jonas. Which occurred first, the Farm Journal-Country 
Gentleman situation or the Washington Post-Times Herald? 

Mr. Gwynne. Washington Post. 

Mr. Jonas. Since Justice was in that field involving a news medium, 
why did you not turn the Farm Journal-Country Gentleman case 
over to Justice? ; 

Mr. Gwynne. I could not answer that. Can anybody answer? 
We certainly were not requested to, I am sure. 

Mr. Jonas. I thought you just said that if you were in a field and 
had the experience, usually the Commission would proceed; but in 
this particular case the Justice Department was already in the field 
with an investigation, and that was their area. 

Mr. Gwynne. Frankly, this Washington Post case happened some 
time ago. I was not chairman at the time. I cannot give you as 
much of the details as I could get, probably. All I know is that it 
happened. Justice was looking into it, and we did not make any 
further investigation. 

On the Farm Journal, I would not say that was a case where either 
Federal Trade or Justice had had any great experience in the news- 
paper field. It is not quite like the dairy field where we had for some 
time been in that and had collected some information about it. 

Mr. Jonas. Thank you, Mr. Evins. 

Mr. Evins. One further question, if I may, Mr. Chairman. 
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USE OF INCREASED STAFF IN ANTIMERGER WORK 


Of this increase in staff buildup, Mr. Chairman, how much has been 
employed in the Antimonopoly. Division of the Commission? Are 
you putting the lion’s share of your new staff in the advertising- 
checking field, or are you putting more of your staff in the antimon- 
opoly field? Where is your emphasis being placed? 

Mr. Gwynne. I would say the new staff resulted in increased 
activity in the antimonopoly field, and particularly in the merger field. 
I can probably get you more accurate figures than my statement indi- 
cates, but certamly that is the reason we got the extra money. 

Here is one thing which has been going on, Mr. Evins. e were 
hard pressed, with the rather small staff we had, to carry on many 
things. We were borrowing from every source to do investigations in 
mergers. Some of the new people went into that work, and the more 
experienced people came back to mergers. We have given consist- 
ently the merger investigations and merger matters high priority. 

Mr. Evins. I believe more and more small businesses are folding 
up now and I believe more and more industries are consolidating and 
merging today than perhaps at any other time in our history—in the 
banking field, which is not in your jurisdiction, and in many other 
fields. We read in the press about the proposed Chantilly Airport. 
Some little merchant says, “It will be good for a while, but in a short 
while the chain stores will move in and then we will all be out of 
business.”’ 

Mr. Kern. In that connection, Mr. Evins, the merger serves as 
somewhat a benefit to the small-business man who is forced to the 
wall by reason of economic exigencies. He at least gets the sale of 
his assets. Under the failing-company doctrine, I do not think that 
it would be in the public interest to proceed against a merger of that 
type. A much more constructive approach to that problem of small- 
business men being forced to the wall would seem to me to be to give 
him the tax relief that he so sorely needs. 

Mr. Evins. A lot of people, I think, would be in favor of that, but I 
really hope the Commission will put more emphasis on this antimerger 
work and antimonopoly cases. I want to stress this phase of your 
work if I may. 

Thank you, Mr. Chairman. 

Mr. Gwynne. I would like to say that I agree 100 percent. I agree 
with what Mr. Kern has said, too, about that specific merger. That 
is the law. The failing-company doctrine and principle applies. I 
agree with what you have expressed, that the concentration of industry 
in this country is something which is giving us all a bit of concern. We 
are concerned about it and have done a great deal of work on it. 

The problem, however, is not easy. In the first place, there is no 
place in this country where you can go and get complete and adequate 
information about what is going on. We have to dig it out. We get 
it out of the newspapers. Sometimes we get a story from a disgrun- 
tled stockholder. 

Mr. Tuomas. Have you not a bill pending requiring 30 or 60 days’ 
notice before a merger? What ever happened to that bill? 

Mr. Gwynne. It didn’t pass last session. 

Mr. Tuomas. It never got out of the Judiciary Committee? 

Mr. Gwynne. What is the status of that? 
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Mr. Kintwer. It did not go to a vote on the floor. 

Mr. Gwynne. It was reported favorably. 

Mr. Kintner. I believe it was by the House committee. 

Mr. THomas. Reported out of the committee. Did the Senate ever 
take any action on it? 

Mr. Kintner. No. 

Mr. Tuomas. Did the Senate committee take any action on it? 

Mr. Gwynne. As I recall it, the Senate Judiciary Committee did 
not report the bill at the last session. 

Mr. Tuomas. Gentlemen, let us get a few of these tables in the 
record, and then go back to this interesting and highly informative 
detailed discussion. I hope we go into some of these cases and some 
of these facts in great detail. 


JURISDICTION OF THE COMMISSION 


Mr. Reporter, Judge Gwynne has written a very able and inclusive 
letter. At this point let us put pages 1, 2, and 3 in the record. It is 
also well to put the jurisdiction of the Commission, which is set out, 
in at this point. We have a duplication of page numbers, but put 
his letter in the record, and also pages 1 and 2 in the record setting 
out the jurisdiction of the Commission. 

(The matter referred to follows:) 


FEDERAL TRADE COMMISSION, 
Washington, January 6, 1958. 
Hon. AtBERT THOMAs, 
Chairman, Subcommittee on Appropriations for Independent Offices, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrmMan: Transmitted herewith is the Federal Trade Commis- 
sion’s justification for the $6,025,000 it requires for its work during the fiscal year 
1959. This is an increase of $75,000 over the $5,950,000 appropriated to this 
agency for fiscal 1958. 

The justification for the funds asked here is that this much money is the least 
amount needed to operate the agency efficiently. We anticipate that in a year 
of tightening competition, more policing will be required to prevent illegal corner- 
cutting in business and more extravagant lures for the consumer dollar. We 
believe we can counter this increased workload—not by adding to our staff but by 
increasing the momentum already generated in our casework. I believe that 
funds appropriated in fiscal 1957 and 1958. now have been translated into trained 
manpower capable of meeting the workload ahead. 

Consequently, in this budget request, we seek no increase in personnel. We ask 
only for enough money to maintain the staff authorized for the current year plus 
an additional $25,000 for clinical testing of medicines and drugs. Maintenance 
of the present staff requires $14,250 for the civil service retirement fund. The 
remaining $37,750 of our $75,000 requested increase will provide funds to fill out 
the salary and travel requirements for employees hired under fiscal 1958 authori- 
zation. 

The fiscal year ending last June was one in which enforcement muscles were 
being developed, as well as used. From 641 the staff was increased to 744. We 
recruited the newcomers carefully, with more regard for getting capable personnel 
than getting mere numbers of personnel in a hurry. Most of them were assigned 
to the field where they were taken under supervision by experienced investigators, 
who taught them that much useful knowledge had somehow been omitted from 
their law school courses. The result was» most beneficial even though not re- 
flected immediately in case-per-man completion statistics. Here was an invest- 
ment in training that will pay off at an increasing rate. 

While mere numbers of cases do not distinguish between the routine and the 
significant and complex, the Commission’s case selection, as described in more 
detail in the text of this justification, compares favorably with previous years. 
And the numbers were up. Total complaints issued were 242 in fiscal 1957 as 
compared with 192 in fiseal 1956. Orders to cease and desist totaled 179 compared 
with 172. 
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An even sharper rise was achieved during the first 6 months of the current 
fiscal year. From July through December of 1957, the Commission issued an even 
200 complaints as compared to 118 for the same 6 months in 1956. Of the 200, 
50 were directed at monopolistic practices, as compared to 36 the year before, 
while 150 antideceptive complaints contrast with 82 in the last 6 months of 
calendar year 1956. 

The same trend is evident in orders issued in the last 6 months of 1957—18 anti- 
monopoly and 91 antideceptive practice orders contrasted with 17 antimonopoly 
and 64 antideceptive orders issued during the same period last year. 

Even in the informal stipulations to correct less serious violations the trend is 
up. The last 6 months of calendar year 1957 produced 77 stipulations, compared 
to 42 for the last 6 months of 1956. 

In addition to investigating applications for complaints received by businessmen 
and the public, the Commission’s staff has been tackling, on its own initiative, 
difficult cases involving widespread restraints of trade and alleged illegal mergers. 

An outstanding example of a hard-fought case is that in which the Commission 
required Crown Zellerbach Corp., the Nation’s second largest producer of paper 
one a pease products, to divest itself of a major competitor, St. Helens Pulp & Paper 

he Commission issued its order this month which will restore as a competi- 
ya entity a firm valued at nearly $10 million that sank under the rising tide of 
monopoly in 1953. 

The 9 antimerger complaints brought during the past fiscal year equaled the 
total issued in the previous 5 years following amendment of the antimerger law 
(sec. 7 of the Clayton Act). Named in the new complaints were the world’s 
largest manufacturer of truck-trailers, 3 of the biggest dairy companies in the 
country, the largest paper company in the world, a major oil company (Gulf), 
2 of the Nation’s principal vending machine operators, and an important producer 
of sand and gravel. Consent orders already have been issued against the paper 
company and one of the vending machine companies. 

Among the other major restraint-of-trade cases were those in which the Com- 
mission order a stop to: price-fixing in the $200 million tunafish industry on the 
west coast, control of citrus fruit prices by 7,000 growers of fruit in Florida, and 
special allowances given one of the Nation’s leading drugstore chains by its 
suppliers in return for promoting their products on its television shows. Lllegal 
cooperative advertising also came under the Commission’s attack; for example, 
1 major cosmetics manufacturer was found to have given certain favored customers 
more than 8 times as much money for co-op advertising as was given lesser cus- 
tomers. 

Not only in new complaints and orders did the Commission move ahead in its 
antimonopoly efforts. In six proceedings by the Commission under the Clayton 
Act, witnesses refused to be subpenaed and produce certain documents. For 
the first time in the Commission’s 42-year existence, it was contended in court 
that because subpena power had not been conferred specifically upon the Com- 
mission by Congress in the Clayton Act, we were without that power in Clayton 
Act proceedings. We fought and won all six cases. Our antimonopoly effective- 
ness was strengthened further when the United States Supreme Court, by a 
9-to-0 decision, upheld the Commission’s right to determine how inclusive our 
orders need be to accomplish their purpose, This ruling was. made in the Com- 
mission’s case against the National Lead Co. and others in a ruling prohibiting 
illegal zone pricing. 

In the Commission’s antideceptive work fiscal 1957 brought a sharp increase 
in casework. A total of 187 complaints and 148 orders to cease and desist was 
issued against firms for various deceptive practices, mostly false advertising. 
This contrasts with 150 complaints and 132 orders in fiscal 1956. Here again, 
numbers are not so much an index of effectiveness as are the evils corrected. 
With this in mind, we concentrated our efforts to stop exaggerated claims for 
arthritis and rheumatism ‘‘cures,”’ high pressure real estate schemes aimed at 
elderly people, bait advertising, and fictitious pricing. We also heeded the 
congressional mandate to step up policing of the Wool and Fur Acts and brought 
a record number of actions against mislabeling and false advertising of these 

roducts. 
. The request for $25,000 for clinical testing warrants : ae consideration be- 
cause the smallness of the sum belies its importance. We need this money to 
challenge more effectively what we believe are extravagant claims for the benefits 
of certain new medicinal preparations. At the risk of oversimplifying the problem, 
what is happening is this: new discoveries in the drug field are advertised as 
panaceas before their real properties can be fully evaluated. To determine where 
proven virtues end and false claims begin poses an investigative workload beyond 
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the copeckty of our present staff and funds. Moreover, our lack of money for 
clinical testing has emboldened certain makers of proprietary drugs to extend 
their sweeping curative claims. They also are aware that the courts in deciding 
drug cases now are giving considerable weight to clinical tests. The funds re- 
quested will help us overcome this disadvantage and will save the public many 
times over these amounts in money spent for spurious remedies. 

From this summary of our work and a study of our complete budget justifica- 
tion, = will, I hope, appreciate that the Federal Trade Commission is ready 
and able to do the job Congress intended for it. The additional funds we ask are 
simply to keep an effective machine in good repair. 

Respectfully submitted. 

4 Joun W. Gwynne, Chairman. 


SratutTory AUTHORITY AND DuTIES OF THE FEDERAL TRADE COMMISSION 
STATUTORY AUTHORITY 


The Federal Trade Commission, an administrative agency, created by the act 
of September 26, 1914, is charged with the enforcement of the Federal Trade 
Commission Act as amended-by the Wheeler-Lea Act, approved March 21, 1938 
(52 Stat. 111-117); section 2 of the Clayton Act, as amended by the Robinson- 
Patman Act, approved June 19, 1936 (49 Stat. 1526), and sections 3, 7 as amended, 
and 8 of the Clayton Act of October 15, 1914 (38 Stat. 730); the Export Trade 
Act, approved April 10, 1918 (40 Stat. 516); the Wool Products Labeling Act, 
approved October 14, 1940 (54 Stat. 1128); the Insurance Regulation Act, ap- 
proved March 9, 1945 (59 Stat. 33); the Lanham Trade-Mark Act of 1946, 
approved July 5, 1946 (60 Stat. 427); the Fur Products Labeling Act, approved 
August 8, 1951 (65 Stat. 175); and the Flammable Fabrics Act, approved June 
30, 1953 (67 Stat. 111). 


DUTIES 


The principal duties of the Commission under the above-mentioned statutes 
are: 

(1) The Federal Trade Commission Act.—Under this act, the Commission is 
charged with (a) the prevention of unfair methods of competition in commerce 
and unfair or deceptive acts or practices in commerce; (b) the conduct of investi- 
gations relating to (1) alleged violations of the Antitrust Acts, (2) the manner 
in which decrees in antitrust suits brought by the United States have been carried 
out, and (3) the organization, business, conduct, practices, and management of 
corporations engaged in commerce (with certain statutory exemptions) and their 
relation to other enterprises; (c) the making of reports and recommendations to 
the Congress with respect to legislation; and (d) the conduct of trade conferences 
of industries for the elimination of unlawful and unethical business practices. 

(2) Clayton Act.—Under sections 3, 7, and 8 of this act the Commission is 
charged with the duty of preventing and eliminating unlawful tying contracts, 
corporate mergers and acquisitions and interlocking directorates. Under the 
Clayton Act, as amended by the Robinson-Patman Act, which greatly enlarged 
and increased the jurisdiction and duties of the Commission in respect to unlawful 
price discriminations, the Commission is charged with the prevention of certain 
specific practices; i. e., unlawful price and related discriminations. 

(3) Export Trade Act.—The Commission is responsible for receiving and filing 
articles of association or incorporation of “associations’’ organized under the 
Export Trade Act; investigating their operations which may adversely affect 
competition within the United States; making recommendations to the associa- 
tions for readjustments deemed necessary therein; and, where considered appro- 
priate, making recommendations to the Attorney General for penal action. 

(4) Wool Products Labeling Act.—Under this statute the manufacture for intro- 
duction into commerce, or the introduction, sale, transportation, or distribution, 
in commerce, of misbranded wool products, is unlawful, and constitutes an unfair 
method of competition and an unfair and deceptive act and practice under the 
Federal Trade Shassslation Act. The Commission is authorized to make inspec- 
tions, analyses, tests, and examinations of all wool products subject to the act 
and to make such rules and regulations as may be necessary and proper for the 
administration and enforcement of the act. In addition, the Commission is 
also empowered under the statute to prevent the movement of misbranded wool 
products in commerce by injunction and to proceed by libel action in certain 
eases for condemnation of such products. 
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(5) Insurance Regulation Act of 1945.—The provisions of this act limit the 
application of the Federal Trade Commission and Clayton Acts, as amended, to 
— in the insurance field which have not been regulated by the States. 

his has imposed upon the Commission the task of not only determining whether 
any given matter concerning insurance violates any of the acts it administers, 
but also whether the practices involved have been regulated by the States within 
the intent and meaning of this act. 

(6) Lanham Trademark Act of 1946.—Under this statute it is the duty of the 
Commission to make applications for the cancellation of registered trademarks 
under certain specified conditions. The Commission, as applicant, must secure 
the proper evidence on which the application for cancellation is based, prepare 
the application, stating the grounds relied upon, be represented at the hearing 
before a Patent Office examiner for the purpose of presenting such evidence and 
otherwise prosecute the matter to a conclusion. 

(7) Fur Products Labeling Act—The Commission is charged with the adminis- 
tration and enforcement of this recently passed consumer legislation which 
requires the mandatory labeling of fur articles of wearing apparel, as well as 
truthful invoicing and advertising of furs and fur products to show, among other 
things, the true English name of the animal from which the fur was taken. The 
Commission is also charged with issuing a Fur Products Name Guide and is 
authorized and directed to cause compliance inspections, analyses, tests, and 
examinations to be made of furs and fur products subject to the act and to prescribe 
rules and regulations governing the manner and form of disclosing required 
information under the act. In addition to administrative enforcement, injunc- 
tive, and condemnation proceedings are also provided for. 

(8) Flammable Fabrics Act.—Under this act which became effective July 1, 
1954, the Commission is directed to prevent the marketing in commerce of all 
wearing apparel and fabrics intended for use in wearing apparel which when 
tested under the prescribed standard set forth in the act is so highly flammable 
as to be dangerous when worn by individuals. Its enforcement ist o be carried 
out through administrative procedures provided for under the Federal Trade 
Commission Act as well as injunction, condemnation, and criminal proceedings 
in the Federal courts. 


ACTIVITY UNDER THE INSURANCE REGULATION ACT OF 1945 


Mr. Tuomas. I want to point out subhead (5), Insurance Regulation 
Act of 1945, and inquire of the Chairman just how much effort he 
ought to put on that Insurance Act. 

Mr. Gwynne. Do you wish me to answer that now? 

Mr. Tuomas. Yes. 

Mr. Gwynne. The Commission some years ago undertook a very 
widespread investigation of advertising put out by accident and 
health insurance companies. We filed 41 complaints. The cases 
proceeded to trial. 

When the first case came before the Commission, there was a differ- 
ence of opinion as to how much jurisdiction we had in that particular 
case. It went to the courts and from there on certiorari to the 
Supreme Court of the United States. We are now waiting, as a 
matter of fact, Mr. Chairman, for a decision of the Supreme Court to 
determine how much jurisdiction we have. 

Mr. Tuomas. Generally, what is your jurisdiction? It is a sort 

of leftover item. What the States do not have, you get. 

Mr. Gwynne. That is about it. 

Mr. Tuomas. The question before the Court is what jurisdiction 
the State has? 

Mr. Gwynne. That is about right. I might say in that connection, 
Mr. Chairman, we recently had a meeting with a committee of the 
State commissioners for the purpose of working out better cooperation 
between us. We do not know yet what the law is. We do not know 
just where the line is going to be drawn, but we know it will be drawn 
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somewhere. In any event it will require, under the present law, very 
friendly and active cooperation between our Commission and the State 
commissioners. 

Mr. Tuomas. The States have all the jurisdiction in the field of 
insurance that they need to do a bangup good job of regulation in 
order to protect the public interest, withons the Federal Government 
stepping in. Is that not generally ‘the situation, if it is done? 

Mr. Gwynne. In my own personal opinion, there is some difference 
on it. I would say that the States do have the great bulk of the 
authority over insurance. However, Mr. Chairman, there are fields 
where I doubt if they have jurisdiction. What about a mail order 
comparry operating out of Chicago and selling policies in your State? 
We have jurisdiction to the extent that the State does not have a law. 
If doubt if it would have a law covering that. 

Besides, in boycott cases, for example, the law gives—— 

Mr. Tuomas. The use of the mails, I guess, is exclusively a Federal 
court matter, but what they do with their proceeds from the use of the 
mails is certainly a matter that the great State of Illinois would have 
jurisdiction over, would it not? 

Mr. Evins. This act was passed in 1945, and this is 1958. That is 
13 years. You have not had a test case yet in court. 

Mr. Gwynne. Yes, we have had cases in circuit courts. 

Mr. Evins. I think the Commission ought to initiate some test 
cases to clarify the issue. 

Mr. Gwynne. The cases are in the courts right now. 

Mr. Anperson. There are two in the Supreme Court. 

Mr. Tuomas. You have not had any actions, say, in fiscal 1957, or 
certainly in the first 6 months of 1958 under this act, have you? 

Mr. Gwynne. No. The cases have been tried by the hearing 
examiners, for the most part. 

Mr. Tuomas. What about under the Lanham Trade Act of 1946? 
You have not had any cases in the last 2 or 3 years. 

Mr. Kintner. We have one case currently before the Commis- 
sioner of Patents for cancellation of trademark. 

Mr. Tuomas. You are going to file a petition to get the Patent 
Office to say that the statutory period has expired on this patent. It 
does not take too much of anybody’s time, does it? 

Mr. Kintner. No, sir. There is only one man in the whole 
Commission who does that type of work, and he is | only doing it 
part-time. 

Mr. Tuomas. Some years he does not do anything in this regard. 

Mr. Kintner. That is about right. 

Mr. Tuomas. The old Fur Labeling Act is still quite active. I 
believe the Flammable Fabrics Act is quite inactive; Is it not? 

Mr. Gwynne. I am not sure we have had any cases this last year, 
but we have had matters before the Commission involving investiga- 
tions. 

OBLIGATIONS BY ACTIVITIES 


Mr. Tuomas. Mr. Reporter, will you insert the table on page 4, 
a very good table, a breakdown of the antimonopoly work, deceptive 
practic es work, executive direction and management, and adminis- 
tration. 

(The table referred to follows:) 
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Obligations by activities 





Antimonopoly: 
Investigation and litigation _ ___- - 
Trade practice conferences and small busi- 

ness. 
Economie and financial reports 

Deceptive practices: 

Investigation and litigation - Ls J 
Trade practice conferences and small busi- 
ness. 
Wool, fur, 
ment... ._. hia hate Sdantittndhe ans 
Insurance and trademarks........---------- 
Executive direction and management 
Administration - - -- 


TU sesiue 


and flammable fabrics enforce- 





Actual 
fiseal year 
1957 


$2, 539, 660 


79, 540 
514, 650 


1, 130, 770 
159, 080 
350, 650 
103, 220 
352, 650 
286, 203 

5, 516, 423 | 





Allotment 
fiscal year 
” 4058 


$2, 750, 900 


91, 700 
532, 400 


el 


} 
| 


Requested 
fiscal year 
1959 


$2, 781, 850 
91, 900 


533, 700 


1, 277, 100 


183, 850 | 


363, 300 
101, 800 
372, 000 


319, 500 | 


6, 025, 000 


Increase or 
decrease 


$30, 950 


1, 300 
44, 300 
450 


| 900 
} 200 


900 
—4, 200 





75, 000 


Mr. Tuomas. It ate for fiscal 1957 you had an appropriation of 


$5,516,423, against 


$5,950,000 for 


1958, 


against 


$6,025,000 this year, showing an increase of $75,000 over 
In order to clear up the record, as a matter of fact, you had a little 
bit less than half a million dollar increase in fiscal 1958 over 1957. 
In fiscal 1957 over fiscal 1956, you had a full million dollar increase. 
Your report gives the impression that last year you had a million 
dollar increase, but it was a half million. 
Mr. Gwynne. Did you follow those exact figures? 


Mr. GLENDENING. 
In fiscal 1958, 
Service Commission. 


OBLIGATIONS BY 


Mr. Tuomas. Mr. 


(The table referred to follows:) 


Obligations by objects 


Personal services 
Travel 
Transportat'on of things 
Communication services 
Rents and ut.l ty services. - 
Printing and reproduction 
Other contractual services 
Supples and materials 
Equipment 

11 Grants, subsidies, 
Refunds, awards, 


and contributions 
and indemnities-_- 


Total 


Mr. Tuomas. 


| 

| 

} 
a4 
| 


year 1957 


Actual fiscal 





OBJECT 


Allotment 
fiscal year 
1958 


$5, 073. 


251, 250 


Reporter, put this table on page 5 
of personal services and other items, in the record. 


3, 000 | 


7, 650 | 


67, 000 
18, 
46, 000 
77, 600 
62, 


500 | 


000 | 


23, 000 | 


324, 000 


5, 950, 000 | 


Requested 
fiscal year 
1959 


$5, 100, 000 | 


260, 000 
7, 650 
67, 000 
18, 500 
$6, 000 
102, 600 
62, 000 
23, 000 
338, 250 


6, 025, 000 


¥ 
, 
1 


a request for 


ast year. 


The million dollar increase was in fiscal 1957 
it was $400,000, of which $325,000 went to the Civil 


. breakdown 


Increase or 
decrease 


000 


14, 250 


75, 0 


The other objects cost about 20 percent of personnel. 


That is a little high unless you are going to explain away the $338,250 


under grants and the $102,600 under other contractual services 
Other objects of expense is 


we are going into in a minute. 


of the personnel cost, and that is a little high. 


. which 


20 percent 
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OFFICE OF 1HE GENERAL COUNSEL 


I think it might be well to show the Office of the General Counsel. 
Put page 13 in the record. 
(The matter referred to follows:) 


Office of the General Counsel 

















Allotment Requested Increase or 
fiscal year fiscal year decrease 
1958 1959 
Divisions sa i 
Posi-| Amount | Posi-| Amount | Posi-| Amount 
tions tions tions 
Ofies of General Counsel............................. 7 $57, 000 7 I Ohi elk 
Division of Special Legal Assistants_..._...........--- 7 58, 180 7 §8,.180 }......]-. s 
on ok beri tiation 9 81, 000 10 91, 320 1 $10, 320 
Division of Compliance_-_-_--.....--- Sniwsidachuen SuaNS 26 | 201, 525 25 192, 705 —1 —8, 820 
RE ON os neta canta nquesames 4 26, 000 0) GUE ba wesalvn ag Se5>- 
Total personal services_...__.- acta th Reape hucehel 53 | 423,705 53 425, 205 |_...-- 1, 500 
Sen a wed sapidbanasmnnnintrrnce We toe ann Sp OE Bich petececoce 
SE a eis hain th a tenia ermcblanep bie enledel 53 | 430, 205 53 | 431,705 |....-. 1, 500 





Mr. THomas. You have 53 lawyers? 
.Mr. Kintner. No; total personnel of 53. 

Mr. Tuomas. How many out of that 53 are lawyers? 

Mr. Kintner. About 35 lawyers. 

Mr. Tuomas. 35 lawyers out of a total of 53. You show an increase 
of about $1,500 over last year, and that is brought about, after some 
figuring, by transfer and promotions. You cannot get along without 
the lawyers. Sometimes I have heard it said you cannot get along 
with them. I do not know about that. 

Mr. Evins. As a former prosecuting attorney, you ought to be able 
to answer that, Mr. Chairman. 


GENERAL OPERATING EXPENSES 


Mr. TxHomas. Let us see about your other objects while we are on 
that. 

Mr. Reporter, will you put pages 70, 71, and 72 in the record? 

(The material referred to follows:) 


General operating expenses 





| 





| 
Allotment Requested Increase 
| fiscal year | fiscal year fiscal year 
1958 1959 1959 
| | 
Transportation of things.___..........-- piriarintdiie wena manien tata $7. 650 $7, 660 |....- 
Communication services__.........---- ‘ ea A 67, 000 | 67, 000 | 
Printing and reproduction__- 46, 000 | 46,900 |_.__ 
ee ES Oe ae aa eee ee 16, 500 16, 500 | 
sa rh hh A eae ael 1, 500 | 1, 800 |...- 
Insurance __. a sata ‘ 16, 600 16, 600 | iets aie 
Prorata cost medical] services, New York office__ | 500 | 2 ae SS a 
SD CI nn cn cicero cenasonna coined 62, 000 | A dt eee 
Equipment te Sdoaka 2%, 000 | SR OO fo... oe 
Grants, subsidies, and contributions....................-- 324, 000 338, 250 | $14, 250 
Rb ak bbs cat uitbh basscksnwd6e 564, 750 579, 000 | 14, 250 
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The only increase for general operating expenses not otherwise charged to 
operating programs is for the civil-service retirement fund which will be in effect 
for the full fiscal year 1959. 


TRANSPORTATION OF THINGS 


This item covers the cost of freight and express charges paid by the Commission 
and the cost of transportation of household goods and effects of employees trans- 
ferred from one official station to another. Funds in the amount of $7,650 are 
requested for this item in 1959. This represents no increase over the allocation 
for 1958. 

COMMUNICATION SERVICES 


Funds in the amount of $67,000 are requested for communication services in 
1959. This represents no increase over the allocation for 1958. This amount is 
required for postage, telephone services, and telegram charges during the fiscal 
year 1959. 

PRINTING AND REPRODUCTION 


This item covers the cost of standard forms and general printing ordered from 
the Government Printing Office. This includes the Commission’s Annual Report 
to Congress, volumes of Commission decisions, economic reports ordered to be 
printed by the Commission, and financial reports published and sold on subscrip- 
tion by the Superintendent of Documents. Funds requested for 1959 amounting 
to $46,000 represent no increase. 


REPAIRS, ALTERATIONS, ETC. 


Funds in the amount of $16,500 are requested for fiscal year 1959 for repairs and 
alterations. This amount represents no increase over the allocation for the fiscal 
year 1958. 

LOYALTY INVESTIGATIONS 


Funds in the amount of $1,500 are requested for loyalty investigations during 
the fiscal year 1959. It is believed that this is the minimum amount that will be 
required for the fiscal year 1959. 


INSURANCE 


Funds in the amount of $16,600 will be required to pay the Federal Trade 
Commission’s portion of the employees’ insurance program. 


MEDICAL SERVICES, NEW YORK OFFICE 


The Federal Trade Commission’s branch office in New York is located in the 
United States Courthouse Building. A first-aid room is maintained by the 
Department of Justice and its cost is prorated among the tenants in the building. 
The estimate of $500 for 1959 represents no increase over previous years. 


SUPPLIES AND MATERIALS 


Funds in the amount of $62,000 are requested for this item in 1959. This 
represents no increase over the allocation for 1958. Included in this amount is 
the cost of the library annual order for subscriptions and publications amounting 
to approximately $12,000, which is no increase over the actual cost of the annual 
library purchase order already authorized for 1958. 


EQUIPMENT 


Funds in the amount of $23,000 are requested for new equipment in the fiscal 
year 1959. This represents no, increase over the allocation for 1958. The 
$23,000 consists of the following items: 


Typewriters, replacement, electric (20) .............------.-.-----..- $7, 600 
Calculators and adding machines, replacement. _--_..--...------.----- 3, 400 
Photostat machine, replacement-__...........-..-....----.--.-.-..--- 9, 600 
INNS OE 3a cts ohh te a cn weusindiee edna sab eee aie naan 2, 400 


The item of replacement of typewriters is in accordance with the General Serv- 
ices Administration’s program of replacement of typewriters. The average age 


21543—58—pt. 1——-5 
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for manual typewriters in the Federal Trade Commission at the end of fiscal year 
1957 was over 12 years and the cost of repairs to keep these machines operating 
is excessive. 


The photostat machine requested will replace a machine over 10 years old which 
is worn out and costly to maintain. 


The calculators and adding machines requested represent a very modest program 
of replacement of wornout and obsolete machines which are over 20 years old. 


GRANTS, SUBSIDIES, AND CONTRIBUTIONS 


Public Law 854, 84th Congress, requires that each agency contribute 6% per- 
cent of the cost of personal services to the Civil Service Commission for employees’ 
retirement fund. 


An additional $14,200 is requested for the fiscal year 1959 for the employees’ 
retirement fund, as the cost in 1958 does not represent a full fiscal year. 

Mr. THomas. Give us a good breakdown of your grants and sub- 
sidies cost of $338,000. You do not break it down. very well under 
object 11. Public Law 85 required that the agency contribute 6% 

ercent to the civil-service retirement fund. We understand that. 
ere is the rest of it and how much is in it? 

Mr. GuLenpDENING. That is it. 

Mr. Tuomas. The whole total cost is $338,000? 

Mr. GLENDENING. Yes, sir. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. What about 07 now, $102,600? 

Mr. GLENDENING. You want a breakdown of that $102,600, sir? 

Mr. Tuomas. That is right, “Other contractual services.” What 
is it? 

Mr. GLENDENING. Included in that total for 1959 is $16,500 for 
repairs and alterations to the building. 

Mr. Tuomas. Where is that set out in the justification? I do not 
find it. 

Mr. GLENDENING. Repairs and alterations is here on page 71. 

Mr. Tuomas. Go ahead. I am listening. 

Mr. GLENDENING. There is $15,000 for reporting services for the 
contract reporter at the trials. 

Mr. Tuomas. Where is that set forth? 

Mr. GuenpeninG. That is charged and carried in the justification 
under Bureau of Litigation. That service is used wholly by them. 

Mr. Tuomas. That is not set out in other objects, is it? 

Mr. GLENDENING. No, sir. It is included in the Bureau of Lit- 
igation. 

Mr. Tuomas. You were a little sleepy one night when you were 
working this out. 

Mr. GLENDENING. No, sir. For loyalty investigations the Civil 
Service Commission charges some $400 to $500 apiece. 

Mr. Tuomas. Where do you set that out? 

Mr. GLENDENING. That is on page 71, also. 

Mr. Tuomas. $1,500. Go ahead. 

Mr. GLENDENING. The Food and Drug Administration does certain 
testing of foods, drugs, and cosmeties as part of our deceptive practice 
program requiring tests. We estimate that the cost will be $2,000. 
We have set up $2,000 for that. 

Mr. Tuomas. Where is that set forth? 
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Mr. GLENDENING. That is under the Bureau of Investigation under 
the Division of Scientific Opinions. ' 

Mr. Tuomas. I shall take your word for that. It is not set out 
where it ought to be, but go ahead. 

Mr. GLENDENING. In connection with the financial reporting pro- 
gram, we get records of business births and deaths from the Bureau 
of Old Age and Survivors Insurance in, order to keep our sample 
current. They bill us for the cost of that. The contract this year is 
for $3,000. It is estimated it will be the same for next year, $3,000. 

We reimburse on a pro rata scale the use of the first-aid room in the 
New York office to the Department of Justice. There is a nurse and 
first-aid facilities for our employees. 

Mr. Tuomas. Five hundred dollars. I believe you set that out. 
Go ahead. 

Mr. GuLENpDENING. Another figure in there is witness fees. We are 
required to pay witness fees, $4,500. 

The purchase of exhibits and testing is the largest item. We are 
asking for an additional $25,000 for clinical testing of medicines and 
drugs this year. The total is $43,000 for testing. 

The Commission’s share of the employees’ insurance program is 
$16,600. That totals $102,600. 

Mr. Tuomas. Under other contractual services, you have a $25,000 
increase over last year. 

Mr. GLENDENING. Yes, sir. 

Mr. Tuomas. In 1957, it was $62,773; in 1958, $77,600. What is 
the $25,000 increase for now? Will you repeat that again? 

Mr. GLenpvENING. That is for clinical testing of drugs and medicines. 

Mr. Tuomas. How do you arrive at $25,000? What are you going 
to do that you did not do last year in that field? 

Mr. GLENDENING. For some time we have been unable to run 
clinical tests on medicines because we have not had the funds. These 
tests are very expensive. We just have not had the funds to take on 
some of these tests. We feel that the work of the Commission re- 
quires that some of those tests be undertaken, and that the cost is 
going up all the time. 

Mr. Gwynne. I think we could add, too, Mr. Chairman—— 

Mr. Tomas. Do you test these antibiotics, Mr. Chairman, that 
you were investigating last year and the year before last? Whatever 
came of that investigation? That was purely a question of price 
that you were looking into rather than the efficacy of these pills, 
was it not? 

Mr. Gwynne. We have received from the people who are gather- 
ing the facts two large volumes setting out the data about the anti- 
biotic industry. It is a new industry, of course, and it is rather 
difficult to arrive at conclusions on it. That report is now being 

one over by other members of the staff and by the Commission. 
here are some spots where we figure that a little additional informa- 
tion is necessary or advisable, and that is now being secured. 

In other words, I think this is the right answer. The report is 
now receiving its final touches for publication. Mr. Kintner is 
quite active in the matter. 

Have you anything to add, Earl? 
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Mr. Kintner. I might add that concurrently with the final work 
being done on the report, the Commission has also been engaging in 
legal investigation of certain matters. 

Mr. Tuomas. You have been working on this case for 3 years. 
When are we going to wrap it up one way or the other? 

Mr. Kintner. We hope that the Commission will be able to pass 
its final judgment by the end of February. 

Mr. THomas. You have been investigating it for 2% years. When 
are you going to get it before the Commission? 

r. Kinrner. The economic investigation has been concluded, but 
often a legal investigation will come out of the economic investigation, 
looking toward the possible issuance of complaints. In this instance 
that occurred, and the Commission is making a legal investigation 
which is running concurrently with the preparation of the economic 
report. 

Mr. Tuomas. It is easy to criticize an agency like the Federal Trade 
Commission. It is a very able agency, except for its slowness. I 
think that is the most serious criticism that I hear leveled against it. 
It is hard to get anything done. They spend too much time investi- 
gating. I do not know what you can do about it. You have to get 
the facts so you can proceed further. In this type of work you are 
engaged, instead of spending $6 million year, you could spend 
$50 million just about as easy, could you not? 

Mr. Gwynne. Sure we could. 


CONCURRENT JURISDICTION WITH DEPARTMENT OF JUSTICE 


Mr. Tuomas. You testified a while ago that the Justice Department 
has concurrent jurisdiction with you in the field of merger; is that 
correct? 

Mr. Gwynne. That is correct. 

Mr. Tuomas. What other fields of concurrent jurisdiction do you 
have with Justice in your work currently? 

Mr. Gwynne. That is certainly the most important one. Can you 
think of anything else, Mr. Kintner? 

Mr. Kintner. They have concurrent jurisdiction with us to enforce 
the Clayton Act, but as a matter of practice, they have left the 
Robinson-Patman Act enforcement to the Commission. 

Mr. Tuomas. Specifically, with what does the Clayton Act deal 
and with what does the Robinson-Patman Act deal? 

Mr. Kinrner. The Robinson-Patman Act, speaking broadly, deals 
with discriminatory pricing. Section 3 of the Clayton Act deals, 
again speaking broadly, with exclusive dealing. 

Mr. Tomas. Pricing and some other practices besides pricing? 

Mr. Kintner. Yes, sir. 

Mr. Tuomas. What about the Clayton Act? 

Mr. Kintner. The Robinson-Patman Act is an amendment to the 
Clayton Act. Section-3 of the Clayton Act deals, broadly speaking, 
with exclusive dealing and tying arrangements which have the neces- 
sary anticompetitive effects. 


AE 
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Mr. Toomas. You say as a matter of law or practice the Justice 
Department has concurrent jurisdiction with the Federal Trade 
Commission in those two regards? 

Mr. Kintner. As a matter of law. 

Mr. Tomas. The Clayton and the Patman Act, as a matter of 
practice, Justice concedes to you? 

Mr. Kinrner. The enforcement of the Robinson-Patman Act. 
They will occasionally, in a Sherman Act complaint, or a section 3 of 
the Clayton Act complaint, insert a count under the Robinson- 
Patman Act, but cases primarily involving the Robinson-Patman Act 
are left by common consent to the Commission. 

Mr. Tuomas. What does the Clayton Act deal with? 

Mr. Kintner. The Clayton Act, first of all, includes the Robinson- 
Patman amendment, and there are two principal sections that would 
be of concern here. One would be section 3, which broadly prohibits 
unlawful tying and exclusive dealing arrangements, and section 7, 
which forbids unlawful mergers. Section 8 deals with interlocking 
directorates. 

Mr. Tuomas. Roughly, how much money does the Justice Depart- 
ment spend in this field as compared with the Federal Trade Com- 
mission? 

Mr. Kintner. We have no reliable figures on that. I would judge 
that they spend a comparable sum, if not greater. 

Strike that from the record and we will insert that figure in the 
record at this point. 

Mr. Tuomas. We will leave vour answer in. You said it was a 
comparable figure, but we will insert the exact figure for last year. 

(The information requested is as follows:) 

The funds available to the Antitrust Division of the Department of Justice in 
1957 for all activities (including antimerger work) were $3,568,650. 

Mr. Kinrer. I might add that many of the practices which we cover 
in our section 5 cases, restraints of trade matters, also may fall within 
the Sherman Act. Certainly every Sherman Act violation would 
fall under section 5, although the converse may not be true. 

Mr. Tuomas. Has the Justice Department gone to the courthouse 
with Bethlehem Steel Co. in the merger case? Is that case now pend- 
ing in court? I think I saw in the paper 2 months ago where it was 
pending. 

Mr. Kinrner. I believe the court denied a motion recently in that 
case for a summary judgment. 

Mr. Tuomas. But it is now pending in the court on its merits? 

Mr. Kinrner. Yes. It is receiving the attention of the court. 

Mr. Tuomas. The court refused an injunction, refusing to enjoin 
the companies? 

Mr. Kintner. Yes. 


COMPARATIVE SUMMARY—-SALARIES AND EXPENSES 


Mr. Tomas. Mr. Reporter, at this point in the record, will you 
insert the table on page 6 showing a breakdown of the personnel? 
(The document referred to follows:) 
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Mr. Tuomas. This year you have 752 employees against 752 for 
1958, but 1958 shows an increase of about 100 over 1957; is that 
correct? Or it is 1957 over 1956? 

Mr. GLENDENING. 1957 over 1956. 

Mr. Tuomas. The Commissioners’ offices have 24 employees. The 
Office of the Executive Director has 76. The Office of the Secretary 
has 34, General Counsel 53, hearing examiners 21, Bureau of Litigation 
101, Bureau of Investigation 318, Bureau of Consultation 41, Bureau 
of Economics 84. 

Actually, in the working bureaus, getting down to brass tacks, you 
have the General Counsel with 53, hearing examiners with 21— that 
is 74—Hearing Litigation 101—that is 175—Bureau of Investigation 
318, Bureau of Consultation, Bureau of Economics—I do not mean to 
say the Bureau of Consultation. They may keep your other bureaus’ 
employment down. 

What goes on in the Office of the Executive Director and what goes 
on in the Office of the Secretary? 

Mr. AkerMAN. The Office of the Executive Director, in my im- 
mediate office, I have 3; the Division of Personnel has 7; the Division 
of Budget and Finance has 20; the Division of Management Organiza- 
tion has 5; and the Division of General Services has 41. 

In the Division of General Services we operate a class A printing 
plant that does better than 90 percent of all the printing for the 
Commission. 

Mr. Tuomas. You have 20 percent of the entire personnel over there 
doing housekeeping duties, have you not? 

Mr. AkEeRMAN. Yes, sir. 

Mr. Tuomas. What does the Office of the Executive Director do? 

Mr. Akerman. The Office of the Director consists of me, my assist- 
ant, and one secretary. 


OFFICE OF THE SECRETARY 


Mr. Tuomas. I mean Office of the Secretary. You explained that. 
This is the bookkeeper. Go ahead. What do you do with the entire 
personnel? 

Mr. Parrisu. We are broken down into three sections in addition 
to my immediate office: The Office of Legal and Public Records is in 
effect what you might call the docket section. They handle the 
serving of documents, and keep the official records of formal cases 
up to date. 

Mr. Tuomas. You have three sections there? 

Mr. Parrisu. Yes, sir. 

Mr. Tuomas. Give me the green sheets on those three.sections right 
quick. 

Mr. Parrisu. I do not understand your terminology. 

Mr. Tuomas. I think you have more chiefs than you have Indians. 
Break it out right quick into your personnel setup for us in the three 
sections. 

Mr. ParrisH. In the three sections, the first one is the Legal and 
Public Records Section which takes up 21 of the 35 people. 

Mr. Tuoomas. Run down your personnel breakdown on it. Do you 
have your green sheets there? Classification, in other words, please, 
sir. How many people are there—21? 
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OFFICE OF LEGAL AND PUBLIC RECORDS 


Mr. Parrisu. Twenty-one in the Legal and Public Records Section. 
There is one GS-13 at the head of it. There is a GS-11 who works on 
—— out our reports, such as the statutes and decisions, Federal 

rade Commission decisions, et cetera. 

Mr. Tuomas. Insert page 11 in the record at this point. 

(The material referred to follows:) 


Office of the Secretary 


Allotment Requested Increase (+-) or 
fiscal year 1958 fiscal year 1959 decrease (—) 





Position | Amount | Position | Amount | Position | Amount 


— | — | | — | | 


Office of the Secretary. --................- 10 | $56,000 30-4: UG Gi Oris. -5o cca. hnsl is... 





Legal and public records................-- 21 94, 000 20 89, 000 —1 | —$5,000 
Pubiie Infermation........................ 4 21, 400 4 BAGO BRL Ais nchdehe ahi 
Total personal services... 35 | 171,400 34 | 166, 400 -1 —5, 000 
TIE a haha dad bln bo Sen hs b5 554k tab de ase GOOG Peipdqt POD bie 55565-chbcb55emes 
WR eect Sis osu d 35 | 172,400 34 | 167,400 —-1 —65, 000 


The Secretary and his immediate office receive and handle mail on all phases 
of the Commission’s work. He signs all orders and certain other official papers. 
He also is responsible for liaison with the Congress and Government agencies 
and for decisions on informal cases not submitted to the Commission. 

The Assistant Secretary for Minutes attends, takes the minutes of, and records 
the executive meetings of the Commission, prepares directives for the signature 
of the Secretary and keeps the calendar of pending matters. 

No increase is requested for the Office of the Secretary for the fiscal year 1959. 


OFFICE OF INFORMATION 


This Office issued a total of 946 press releases during the fiscal year, compared 
with 873 in fiscal 1956. They covered news of Commission complaints, answers 
by respondents, initial decisions, orders, and compliance actions. In addition, 
many oral and written inquiries from the press and public were answered each 
day. The Office continued its efforts to present news clearly and factually. No 
increase in funds for fiscal 1959 is requested. 


LEGAL AND PUBLIC RECORDS 


This Office is responsible for the publication of the volumes of the Federal 
Trade Commission Decisions and its Statutes and Decisions, the latter including 
court decisions in Commission cases; for the codification and editorial preparation 
of various Commission material published in the Federal Register; for the collec- 
tion and dissemination of relevant court decisions. 

The Docket Section is responsible for the legal records of the Commission. 
More efficient procedures introduced in the operating divisions of the Commission 
will increase the flow of cases to this office. It is expected that the emphasis on 
compliance also will substantially increase the volume of material to be filed by 
this Section. 

Information and assistance are furnished to the public and to the staff of the 
Commission in relation to public, legal and court proceedings. Commission 
publications, forms, and other material are distributed by this office to the staff 
and the public. 

Due to increased efficiency in the general operations of this office, it is believed 
that a reduction of $5,000 in its budget can be made. 


Mr. ParrisH. There is a grade 9 attorney who works with the GS-11; 
there is a grade 8 administrative assistant and the rest of these are all 
grade 5 and below, clerks. 
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Mr. Tuomas. Why do you need those four chiefs? They are not 
needed to supervise 17 other people; are they? 

Mr. Parrisu. There are not four chiefs. Do you mean in this 
Legal and Public Records Section? 

r. Tuomas. What do you need with a grade 9 lawyer? Why do 
you not put him over where he can do some good in this Litigation 
Section? 

Mr. Parrisn. What the grade 9 lawyer works on, sir, is when we 
put out the Commission decisions we do have to have a lawyer working 
on it. . 

Mr. Tomas. You do not need a lawyer to do that. Any of those 
good, smart girls in there can do that. - 

Mr. ParrisH. Summarizing the Commission decisions, in effect 
writing the headnotes and getting up the decisions. That is the work 
they do. 

Mr. Gwynne. I think it corresponds somewhat to the position in 
my State and probably in your State and in the Supreme Court. It 
is called a Supreme Court Reporter; is it not? 

Mr. Parrisu. That is about it. 


OFFICE OF INFORMATION 


Mr. Tuomas. What about public information. Give us the green 
sheets on those four. 

Mr. ParrisH. We have a grade 14 information specialist, who is 
Mr. Stowe, who is present. That Office puts out or prepares the 
press release on every decision and every complaint that is issued and 
every stipulation. 

Mr. Tuomas. How many of those reports were published last year? 

Mr. Stowe. About 970 press releases. 

Mr. THomas. What is the occasion of having 900? We did not 
have that many disposed-of cases by any means; did we? 

Mr. Stowe. We put out press releases first on the complaints, then 
we put out press releases on the respondent’s answer. We put out 
press releases on the initial decisions, and on court and interlocutory 
actions. Then we put out press releases on the consent orders, and 
orders, and also occasionally on court actions. Each case that goes 
through calls for several releases. 

Mr. Tuomas. Several? 

Mr. Stowe. Several, I said. 

Mr. Tuomas. Why? 

Mr. Stowe. It depends on how far the case goes, how many re- 
leases. A fully litigated case would start with a complaint, then an 
answer, then an initial decision, and then an order. 


IMMEDIATE OFFICE OF THE SECRETARY 


Mr. THomas. What about the Office of the Secretary and what 
about the green sheets on that? 

Mr. Parrisu. In my immediate office, in addition to myself, there 
is an Assistant Secretary for Minutes. That job, sir, goes something 
like this—— 

Mr. THomas. What is the status of it, civil-service-wise? 
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Mr. Parrisu. Grade 11. His job covers several things. First, he 
attends all the Commission meetings and makes a record of the 
minutes of the Commission—that is, what transpired at the meet- 
ings. He gets out a memorandum to the staff in each case telling them 
the Commission’s action, so that they would know just what occurred 
in the case. That office also handles the setting of oral arguments. 
It also handles the assignment of cases to the Commissioners. We 
run several calendars. That is, one on informal matters, one on 
formal matters, and one on miscellaneous matters. 

Mr. Tuomas. Does that take 10 people? . 

Mr. Parrisu. No. There are not 10 people. 

Mr. Tuomas. How many are there? 

Mr. Parris. There are five people doing that. Then there are 
two others in my outer office to which comes all the mail, practically, 
addressed to the Commission. 

Mr. Tuomas. What is the classification of those 5 or 6 people? 
It is not necessary to read the names. We are not interested in the 
names. 

Mr. Parrisu. There is an 11, a7, a7, a6, and a 5. 

Mr. Tuomas. What do the other four do? 

Mr. Parrisu. One of the four is a messenger. The other 2—well, 
1 of the 4 is myself. The other two are secretaries in my outer office. 
They receive, log, and route the mail and ail the motions and all 
matters that are filed with the Commission. They come in there and 
have to be acknowledged. 

Mr. Tuomas. About 4 or 5 of your folks must have a pretty difficult 
time finding something to do 8 hours a day, do they not? 

Mr. Parrisx. I do not think so. 

Mr. Evins. Mr. Parrish is a pretty busy man, Mr. Chairman. 
He is the Commission’s clearinghouse. 

Mr. Parrisu. Mr. Evins worked in that office at one time, did you 
not? 

Mr. Evins. The Secretary of the Commission, Mr. Chairman, is a 
pretty busy man. 

Mr. Tuomas. Let us look at the Bureau of Economics. 


Bureau or Economics 


Mr. Tuomas. Put page 68 in the record at this point, please, Mr. 
Reporter. 


(The material referred to follows:) 
Bureau of Economics 


| 
| Allotment fiscal | Requested fiscal | Increase (+-) or 





























year 1958 year 1959 | decrease (—) 

Divisions neces pthatagetnensiainee | sanientinsnaniirgnademtanietingt 

Posi- | Amount | Posi- | Amount! Posi- | Amount 

tions tions tions 

Office of the Director---_.........-..------- — 5 | $36,000 Dh ce Tika dpe et peninan 
Division of Economic Evidence and Reports-_... 41 | 222,600 Sh 1D Be ORG Bo on ch eh sci cccne 
Division of Financial Statistics. __............-- 38 | 184,900 LL. Ss WOO lent ane dhcnn nus te 
Total personal services................-.-. 84 | 443, 500 96 | GAB BOD bcc nectitidcsss,..- 
Travel and other expemses-_-.................-.-.|-.------ 28 GD 1.255... Bap NOD Bicnckawa fobhsqedes< 
ildsb std ibe icodémabsee 84 | 475,000 84 | GG NOS Teskeencclacecasence 


73 


The functions of this Bureau are to give economic and statistical assistance to 
the Commission in its investigative and trial work, to make economic studies 
for publication in response to requests by the Commission or by Congress or the 
President, and to compile and publish quarterly financial reports covering manu- 
facturing corporations. The first function is performed mostly and the second 
solely by the Division of Economic Evidence and Reports, and the third by the 
Division of Financial Statistics. 


DIVISION OF ECONOMIC EVIDENCE AND REPORTS 


The major work of this Division in fiseal 1957 was its intensive economic study 
of antibiotics, including manufacturing costs, patents, research, and why the 
cost of miracle drugs to the public is as high as it is. The study was complicated 
by the facts that relatively little was known about this new industry and that it 
grew up as an activity of concerns whose principal business was the sale of other 
products. Also, the industry developed under the secrecy imposed by World 
War II so that no studies were made during that period. New developments 
then came along so fast as to race ahead of economic analysis. The result was 
that the Division had to start with very little background information. The 
study, which was completed November 1, 1957, required 32 percent of its expendi- 
tures for personal services in fiscal 1957. 

Another 32 percent of expenditures went for economic assistance to the Bureaus 
of Investigation and Litigation and to the Compliance Division. 

Having completed an extensive review of compliance reports of the respond- 
ents in the Cement Institute order of 1948, the Division has undertaken, as re- 
quested by the Commission, a study of concentration patterns in cement. 

The Bureau has proposed to the Commission an inquiry into food-marketing 
operations, particularly methods of competition, trade practices, and growth of 
chainstores, manufacturers, and others. This or some other inquiry will undoubt- 
edly require the commitment of all funds not previously committed by the Divi- 
sion of Betenate Evidence and Reports. 

In fiscal year 1958 the Commission reduced the allocation for personal services 
for this division by $20,000. This reduction is continued for 1959 and no addi- 
tional funds are requested. 


DIVISION OF FINANCIAL STATISTICS 


The quarterly financial reporting program is a service function carried on for 
the entire Government in cooperation with the Office of Statistical Standards 
of the Bureau of the Budget. The Securities and Exchange Commission supplies 
the Division of Financial Statistics with summarized financial data for all regis- 
tered manufacturing corporations, and the Division supplements this with figures 
it collects from a sample of more than 7,000 nonregistered corporations. The 
Division then does the statistical and mechanical work required for tabulation 
and publication of the data. 

In the past year the cost of the program was $230,578. A new sample of re- 
porting companies was introduced in the third quarter of 1956, thus making 2 
quarters’ work in 1. After this task had been completed, a management study 
was undertaken with a veiw to streamlining the work of the Division, and it is 
expected that it will be operated in fiscal 1958 and 1959 with only $184,900. 

No increases are requested in fiscal year 1959. 


DIVISION OF FINANCIAL STATISTICS 


Mr. Tuomas. This is a good paragraph. 


In the past year the cost of the program was $230,578. A new sample of 
reporting companies was introduced in the third quarter of 1956, thus making 
2 quarters’ work in 1. After this task had been completed, a management study 
was undertaken with a view to streamlining the work of the Division, and it is 
expected that it will be operated in fiscal 1958 and 1959 with only $184,900. 


Just what are you going to do in that Division this year that you 
have not been doing all oak for the last 4 or 5 years? 

Mr. Wuitney. I am Whitney, of the Bureau of Economics. It is 
the same work as we have been doing. It will take less money 
because last year, on the overlap quarter, we had to produce figures 
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for two samples. There were, therefore, 5 quarters reported instead 
of 4. This year we will be back to four again and it will take less 
money. 

Mr. Tuomas. Let me read this: 

‘The functions of this Bureau are to give economic and statistical assistance to 
the Commission in its investigative and trial work, to make economic studies for 
oo in response to requests by the Commission or by Congress or the 

resident, and to compile and publish quarterly financial reports covering manu- 
facturing corporations. The first function is performed mostly and the second 
solely by the Division of Economic Evidence and Reports, and the third by the 
Division of Financial Statistics. 

How many divisions do you have? 

Mr. Wuitney. Just those two divisions. 


DIVISION OF ECONOMIC EVIDENCE AND REPORTS 


Mr. Tuomas. What reports are you working on, give the personnel 
breakdown under each one of them, please, sir, at this time. 

Mr. Wuitney. That would be the Division of Economic Evidence 
and Reports. It has been working on the antibiotic study, and some 
of the personnel are still working on it. 

Mr. Tuomas. How many people are involved in that Division? 

Mr. Wurrney. Total personnel in the division were 41. Some are 
working on the concentration patterns in cement, and others are 
working on service functions for other divisions of the bureaus. 

Mr. Tuomas. You have the Division of Financial Statistics with 38 
employees. Just what are they working on? 

Mr. Wuirnry. That is a division that spends almost its full time 
putting out this quarterly report for manufacturing corporations. 

Mr. Tuomas. What is in those reports? What is the source of the 
information? Where do you get it? 

Mr. Wurrney. For the larger corporations, which are registered 
with the Securities and Exchange Commission, they supply us the 
figures. For all others we secure them by correspondence with 
manufacturing corporations around the country—about 8,000 com- 

anies we write to, and they supply us skeleton balance sheet and 
income account data which we summarize then and publish. 

Mr. Tuomas. Will you read into the record now your top people 
from your green sheets in your two divisions? We are not interested 
in names, now. 

Mr. Wurirney. Division of Economic Evidence and Reports, we 
have two grade 15’s—these are all economists—one grade 14 and three 
13’s, two 12’s and four 11’s. 

Mr. Tuomas. How many people are there in that Division? 

Mr. Wuirney. Altogether, 41. The ones I read were those of 
grade 11 or above. 

Mr. Tuomas. How many people do you have in grade 11 and above 
out of the 41? 

Mr. Watney. Twelve. 


DIVISION OF FINANCIAL STATISTICS 


Mr. Tuomas. What about your Financial Statistics Division, where 
you have 38 people? 
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Mr. Wuitney. Among those 38 we have 1 GS-15, 1 GS-14, 1 GS-13 
and 3 GS—12’s, and below that they go to 9 and below. That makes 
six of grade 11 or above. 


* 
NEED FOR FINANCIAL REPORTS 


Mr. Txomas. How important is this work, Mr. Chairman? 

Mr. Gwynne. You mean statistical work? 

Mr. Tuomas. Yes. 

Mr. Gwynne. Of course, we do not do it entirely for ourselves. 
I do not know how many departments and branches of the Govern- 
ment are served. 

Mr. Tuomas. What part is done for the Trade Commission? 

Mr. Gwynne. I think the Trade Commission uses it. I think 
primarily, however, we do that because of its importance to other 
people, for instance at the Budget. Tell them a little about that, 
Dr. Whitney. Who uses the figures that we get out? 

Mr. Tuomas. About 50 percent of your workload last year was 
devoted to fraudulent and misleading statements and certainly you do 
not use this statistical work in that particular field, do you? 

Mr. Gwynne. No, I daresay not, not in that particular field. 

Mr. Tuomas. Who is the beneficiary of vour efforts? 

Mr. Gwynne. Many members of the publie and other Government 
agencies and bureaus. I think we have a list indicating the general 
use. Somebody has that. 

Mr. Wurrney. I do not have that list here. 

Mr. Tuomas. This is not a virgin field we are talking about now. 
Everybody speak up. We are generally familiar with it. We want it 
in the record here. Go ahead, Dr. Whitney. The field of statistics is 
broken down generally between what agencies? You might give the 
jurisdiction of each of these agencies. 

Is there any overlapping between your efforts and the efforts of any 
other Government agencies in this particular field? 

Mr. Wuirney. Personally, I am not qualified to give the full 
breakdown all over the Government, but there is no overlapping 
between ourselves and the rest. There is an interdepartmental 
committee on financial statistics which advises the Budget, its Office 
of Statistical Standards, on this problem. 

They assigned 10 years ago the collection of quarterly reports of 
manufacturing corporations to the Federal Trade Commission. That 
is not done anywhere else in the Government. On these reports of 
ours are based such figures as those in the President’s annual economic 
report and in the Department of Commerce publications on sales 
and profits, particularly the profits of manufacturing corporations. 

Our quarterly report is also sold to over 10,000 subscribers. They 
pay $1 a year for it. 

Mr. Kintner. These are businessmen who use this report for their 
purposes. 


FieLtp OFrFices 


Mr. Tuomas. Mr. Reporter, at this point will you insert the 
bottom line of the last chart dealing with field offices? 
(The document referred to follows:) 
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Federal Trade Commission 


Washington office: New Orleans office: 
Total employees-_-_- --- 45 Total employees_-_- - -- 16 
Annual salary......._. $298, 395 Annual salary__-~----- $105, 690 
New York office: San Francisco office: 
Total employees_- 48 Total employees___- --- 12 
Annual salary-_-- --_- .. $306, 640 Annual salary------_-- $82, 620 
Cleveland office: Seattle office: 
Total employees____-- 13 Total employees-_- --- 10 
Annual salary ----_---- $82, 120 Annual salary___-__--- $59, 185 
Chicago office: Atlanta office: 
Total employees-.---_- 20 Total employees---- -- 9 
Annual salary-.-- -- $128, 060 Annual salary-_------ $63, 070 
Kansas City office: ————-—— 
Total employees___-_-- 9 Total employees__-- 724 
Annual salary--_------ $61, 485 Annual salary-_-_---- $4, 986, 103 


Mr. Tuomas. This table shows the composition of the personnel 
in the field offices of the FTC. It shows that you have a regional 
office in the District of Columbia; is that correct? 

Mr. Gwynne. That is correct. 

Mr. Txomas. You have 1 in New York City, 1 in Cleveland, 1 in 
Chicago, 1 in Kansas City, 1 in New Orleans, 1 in San Francisco, 
1 in Seattle, and 1 in Atlanta. There are nine. You have a total 
employment of 195 people in those offices; is that correct? 

Mr. GLENDENING. Yes, sir. 

Mr. THomas. How valuable are these field offices to you, Mr. 
Chairman? 

Mr. Gwynne. We could not get along without them. 

Mr. THomas. What do they do? 

Mr. Gwynne. The investigations are usually sent down there. 
We have something, for instance, oft in Ohio. That would be sent 
to the Cleveland office. Otherwise we would have to send people 
out from here. 

Mr. Tuomas. Do they originate any investigations? 

Mr. Gwynne. Yes, they could and I dare say they do. People out 
there who wish to know about the Federal Trade are free, and encour- 
aged, in fact, to go into these branch offices. 

Mr. Tuomas. They are in contact with the people, are they not? 

Mr. Gwynne. Yes. They are the ones that really are. 

Mr. Tuomas. Would it be saying too much to say that they are 
more or less the eyes and the ears of the Commission? They contact 
the people or the people contact the offices? 

Mr. Kern. I would say it would not be saying too much if you 
would say they are more important than the Commissioners. 

Mr. Gwynne. Let us not go too far. 


Bureau oF LITIGATION 


Mr. Tuomas. Let us start in with litigation and hearings. Let us 
put page 24 in the record, Bureau of Litigation. 
(The material referred to follows:) 
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Bureau of Litigation 


Allotment, fiscal Requested, fiscal | Increase or decrease 























year 1958 year 1959 
Posi- Amount Posi- Amount Posi- Amount 
tions tions tions 
Personal services........... sacle gniltnadaniintaia 101 $749, 045 101 $764, 045 |_...__-. $15, 000 
Travel and other expenses. - - - SERS pO Aes , 300 f-. - 2-3. 3, 
Wad) LEME A EU Gy hi) 29) 101 814,545 | 101} 832,545 |... 18, 000 
| 


PRINCIPAL FUNCTIONS 


This Bureau prepares and tries cases brought under the trade regulation statutes 
administered by the Commission. 

Trial attorneys on its staff review investigational files forwarded by the Bureau 
of Investigation; prepare drafts of complaints for Commission consideration; con- 
duct consent settlement negotiations; and, where issues are contested, prosecute 
the case before the Commission. Instances also arise when the Bureau’s attorneys 
are required to institute proceedings in United States district courts. 

In general, proceedings before the Commission may be classified either as 
antimonopoly or as antideceptive practice cases. 

he antimonopoly cases are those in which the complaints charge monopolistic 
practices or restraints of trade in violation of section 5 of the FTC Act, or in 
violation of sections 2, 3, 7, or 8 of the Clayton Act. These cases involve price 
fixing agreements, boycotts, price and other discriminations, full line forcing, 


tying and exclusive dealing agreements, corporate mergers and interlocking 
directorates. 


The antideceptive cases involve false advertising or other unfair or deceptive 
business practices in violation of the FTC Act or a violation of the statutes relating 
to wool products, furs and flammable fabrics. 


CURRENT CASEWORK 


While the litigation program for fiscal 1959 cannot now be forecast in detail, 
a@ review of the Bureau’s current and recent activities, together with a look at 


investigations now underway or in prospect, provides a basis for estimating the 
future caseload. 


The following tables reveal clearly how the caseload and the productive work 
of the trial staff have increased in recent years. 

Mr. Tuomas. What is the function of the Bureau of Litigation? 
You have 101 employees for 1958 and the same number for next year. 

What do they do and how important is this Bureau? 

Mr. Gwynne. This is extremely important. They try the cases 
that are tried at the direction of the Commission. 


WORKLOAD DATA 


Mr. Tuomas. How many cases did they try in 1957 and 1958, and 
give us the name of them. How many cases do you have pending 
now? 

Mr. Gwynne. Do we have those figures? I could not give it to 
you offhand. 

Mr. Tuomas. You have these merger cases. 

Mr. AkrerMAN. Three hundred and forty-four cases. 

Mr. Gwynne. Mr. Mclver is one of the assistant directors. 
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Mr. Tuomas. How many cases pending now, how many in the 
courts, et cetera? Name some of your big cases. You set them out 
on pages 28, 29, and 30. I do not want to put the whole group in the 
record. 

Mr. McIver. At the present time, as of January 1, 1958, there was 
a total number of pending cases of 350 altogether. 

Mr. Tuomas. What fields are they concerned with? 

Mr. McIver. 117 of those are what we consider to be antimonopoly 
cases, and 233 of those are what we consider deceptive practice cases, 
false advertising, et cetera. 

Mr. Txomas. Two-thirds of your workload is in false advertising 
cases? 

Mr. Mclver. Deceptive practice and antimonopoly are the two 
ways we break them down. ‘These 272 cases 

Mr. Tuomas. What are some of your big antimonopoly cases? 

Mr. McIver. Our big cases are in the merger field. In the last 6 
months we have issued complaints charging violation of section 7 of 
the Clayton Act by the Union Carbide & Carbon Co., and by the 
Procter & Gamble Co. for its purchase of the Clorox Co. 

Mr. Tuomas. What is the nature of this Fruehauf Trailer Co. 
case? 

Mr. McIver. The Fruehauf Trailer Co. is the largest manufacturer 
of trailers. 

Mr. Tuomas. Is that an antimerger case, too? 

Mr. Mcliver. Yes,sir. They acquired four truck trailer companies. 

Mr. Tromas. Are these cases now pending in court or have any of 
them been tried? 

Mr. McIver. Of the cases that are listed here, they are all in trial. 

Mr. Tuomas. International Paper Co., Gulf Oil Co.—what are you 
jumping on the Gulf Oil Corp. about? 

Mr. Mclvmer. They acquired the Warren Petroleum Co., which 
we believe to be an illegal acquisition, resulting in undue concentration. 





JURISDICTION OVER RADIO AND TV BROADCASTING 


Mr. Tuomas. I understand the Federal Communications Commis- 
sion has been deeply concerned for a year or two, or longer, over the 
status of broadcasting companies. Have they called on you for any 
assistance, or have you given them any? Have you been looking into 
that? Is there any restraint of trade, or is there any violation of the 
antimonopoly statutes there by several of the big broadcasting 
companies? 

Mr. Gwynne. I suppose a lot of that we would not have, would 
we? We do have advertising, however, in connection with this. 

Mr. Tomas. Have you looked into anything concerning broad- 
casting? 

Mr. Gwynne. What do you mean—the falsity of the advertising 
broadcasts? Yes. 

Mr. Tuomas. You know that those big companies would not falsely 
advertise anything. Is there any violation of anything besides that? 

Mr. Gwynne. We do not have anything there, do we, in 

Mr. Kintner. We never have had any cases there. 

Mr. Gwynne. We have not acted there, Mr. Chairman. We leave 
that to Justice and FCC, although we might have some technical 
jurisdiction in this area. 
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Mr. Tomas. Is there anything in the Federal Communications: 
Commission’s Act that gives them complete or exclusive jurisdiction 
over the question of monopoly, or does it tie your hands from looking 
into that field? 

Mr. Gwynne. That is a field somewhat similar to banks. It is 
largely out of our jurisdiction. 

Mr. Tuomas. You have no jurisdiction by statute? 

Mr. Gwynne. That is largely right. We possibly do have some 
technical jurisdiction. 

Mr. TxHomas. Does Justice have any jurisdiction? 

Mr. Gwynne. Yes. They do. 

Mr. Tuomas. How? Why would Justice have jurisdiction and 
you would not? 

Mr. Gwynne. Maybe I should not say too much about it. J have 
not looked into it particularly, but between them they exercise 
whatever jurisdiction in this field. Whatever jurisdiction we have is 
technical and have never been invoked in this area. 

Do you agree with that? You have been there. Do we have any 
jurisdiction? 

Mr. Evins. I would say the Commission has broad investigative 
jurisdiction; that they might inquire and look into a matter and if 
they determined they did not, they would have the facts to refer to 
another agency of Government to proceed if desirable. If, in the 
views of the Commission you think there is a tendency towards 
monopoly, or evidence that might come to your attention of restraint 
in trade in a particular field, 1 would not see why you would not have 
jurisdiction, to investigate, if I might insert my opinion, to initiate 
some inquiry into the matter. 


PRICE FIXING 


Mr. Tuomas. Tell us about price fixing generally, in 4 or 5 big 
fields. Has the Commission taken any jurisdiction or looked into 
price fixing? What are your activities now under price fixing? 

Mr. Gwynne. Well, of course, some of these cases that are cited 
involve price fixing in a way. 

Mr. Tuomas. Secretary Humphreys testified over on the Senate 
side not long ago that the recent increase in the price of steel was 
perhaps in excess of 50 percent more than the increase in the price of 
labor, and that he was not even figuring on reducing the price, or was 
not even going to look into it. 

Mr. Gwynne. We certainly investigate regularly any facts we get, 
or can find out, that have to do with price fixing. That is one of the 
things that we have jurisdiction in. 

Mr. Tuomas. All of the steel companies have more or less put up 
the same figure on the price of steel for this year, and ex-Secretary 
Humphreys more or less admitted that it was more or less an arrived- 
at price. He didn’t say how they arrived at it. In other words, 
there was a twinkle of the eye, or whatnot. 

Mr. AnpEerson. The Kefauver committee in the Senate is looking 
into the price of steel, automobiles, et cetera. 

Mr. Tuomas. I do not think the Senate committee has the authority 
or the jurisdiction to do any more than to investigate. 


21543—58—pt. 1-6 
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Mr. AnpErson. In fact, they borrowed some of our people to assist 
them in the process. 

Mr. Tuomas. What are you folks doing about it? That is your 
jurisdiction. What are you folks doing about it? 

Mr. Gwynne. I would not say we are making a general and overall 
investigation of the entire industry, I do not know that we are, but 
we are investigating in many areas this question of price fixing. That 
is one of the things that we do investigate. 

Mr. Tuomas. At least you are helping the Senate committee to 
look into this thing. There may not be any violation there, and 
perhaps before the Senate committee gets through, it may turn up 
something, but until it does, perhaps there is nothing for you to do. 
Is that a very good answer? 

Mr. Gwynne. Very good. We are very glad to help. 

Mr. Tuomas. You strike the answer and strike my name off. 

Mr. Gwynne. No. I will adopt your answer. But I do not want 
any impression, Mr. Chairman, that we are not very actively engaged 
in considering price fixing in any situation where we think it exists. 
It is about as you well know, Mr. Chairman, to make a broad survey 
of any industry which requires 

Mr. Tuomas. An army. 

Mr. Gwynne. Yes. It would require that, and usually it is pre- 
ceded by some action in Congress directing it to be done and provid- 
ing money to do it. For instance, the steel industry, to investigate 
and see what is going on would be a tremendous problem. 

Mr. Tuomas. Perhaps one of the strongest and most effective arms 
of the FTC is some of these investigating committees of Congress. 
Is that an accurate statement? 

Mr. Gwynne. I would say, Mr. Chairman, that the work done by 
these investigating committees and other committees of Congress 
has been extremely helpful to us. They get information that is 
very helpful. 

Mr. Tuomas. It has been said by some people that the Congress 
is usurping the jurisdiction of some of the agencies whose job it is 
by statute to do these things that some of the investigating com- 
mittees of Congress are doing. That is the reverse. 

Mr. Gwynne. If I may call attention to a specific instance—for 
instance, your committee, Mr. Evins, or a subcommittee of it has 
made an investigation recently on the subject of interlocking direc- 
torates, and you have sent us reports. We are looking them over. 
Anything like that is very valuable. That, I would like to say, I 
think is an excellent report. 





BurREAU OF INVESTIGATION 


Mr. Tuomas. Mr. Reporter, will you insert page 42 in the record? 
That is the Bureau of Investigation. Also insert pages 43 and 44. 
(The material referred to follows:) 
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Bureau of Investigation 





Allotment, Requested, Increase or 
| fiseal year 1958 fiscal year 1959 decrease 
Divisions 
Posi- Amount Posi- | Amount Posi- | Amount 
tion | tion tion 
’ 
} 
Office of the Director _--_...__- eke thal 30 | $137,000 30 Gee bostns cots aeetnere 
Office, project attorneys...............-.-- | 60 526, 60 SUED Tenugunhne tines becitnese 
WEE o. . netirapabcliniatnctawguedeen 190 | 1,205,995 190 | 1,213,495 |_...___-. $7, 500 
Division of Accounting Rd deayeteenntebe | 17 130, 700 17 SE Beiebtacbcitndemes scm 
Division of Wool, Fur, and Flammable | | 
oe a. ae ak aemeaage | 15 | 97, 275 15 | TUITE Bola esce Rercbchilccnenimaeiiie 
Division Scientific Opinions- -.-.__._.-_-.- | 6 57, 500 6 SE Vn waiceicn Basle 
Total, personal services. _.......___-| 318 2, 155, 350 318 | 2, 162,850 |.......- 7, 500 
Travel and other expenses. ......._---- | eee | I i ce 199, 500 j|..-.----. 29, 750 
OU sbi chs cde eed ais | 2, 325, 100 318 | 2,362,350 |_....._- 37, 250 





This Bureau obtains the evidence needed by the Commission to prevent 
unfair, discriminatory, monopolistic, and deceptive trade practices. To a very 
great extent, its effectiveness depends upon the number and quality of 
investigations. 

The legal investigational work is performed under general supervision of the 
Bureau Director and the guidance of the Chief Project Attorney, his staff of 
project attorneys, and managers of branch offices. Specialized investigative or 
advisory functions are performed by the Division of Wool, Fur, and Flammable 
Fabrics, the Division of Accounting, the Division of Scientific Opinions, and the 
legal adviser in charge of investigating corporate mergers and acquisitions. The 
work of these groups will be discussed separately. 

Most requests for investigation are received from businessmen, consumers, 
trade groups, Members of Congress, congressional committees, and governmental 
agencies, both Federal and State. Other investigations are begun on the Com- 
mission’s own initiative, particularly those involving mergers and acquisitions 
and those arising from surveys of advertising and the monitoring of radio and 
television programs. 

Matters presented for investigation are first evaluated to eliminate those 
lacking in jurisdiction or other essential elements. This task is performed by 
project attorneys under whose supervision a case progresses from its inception to 
final disposition. Among the factors considered are (a) tenable theory of law 
violation, (6) interstate commerce, (c) a degree of public interest sufficient to 
justify the expense of investigation. 

When it has been determined that an inv estigation should be conducted, the 
matter is referred to one of the Commission’s nine branch offices for field investi- 
gation. This requires investigation at the offices of the proposed respondent, 
and may include interviews with the applicant or complaining party, competitors, 
customers, suppliers, and members of the public. 

When feasible in false and misleading advertising cases, the necessary facts are 
obtained by correspondence, without field investigation, at greatly reduced ex- 
pense. Throughout the investigation, economic, marketing, and accounting data 
from the Commission’s records, and accounting and scientific assistance from the 
staff and from other Government agencies are used where necessary. 

Upon completing an investigation, the examining attorney summarizes the 
facts and recommends appropriate disposition of the case. This report is reviewed 
by the branch manager, then forwarded to Washington for consideration by the 

roject attorney in charge of the case. It may then be referred to the Bureau of 
uitigation with a recommendation for issuance of a complaint, to the Bureau of 
Consultation with recommendation for negotiation of a stipulation, or to the 
Commission with a recommendation for closing. 

In addition to handling new matters, the Bureau spends substantial time con- 
ducting investigations to determine whether compliance with previously issued 
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cease-and-desist orders and stipulations is satisfactory. Investigations of order 
compliance require special care and attention, since evidence of violation must be 
assembled to support civil penalty or contempt proceedings. 

Investigations also are conducted to aid litigation of cases in which complaints 
have been issued. Defenses asserted by respondents in such cases frequently raise 
new issues which require additional investigation. 

The types of violations invoived in both new matters and compliance cases fall 
into two broad categories—restraint of trade and deceptive practices. 

Some of the more important restraint-of-trade cases which resulted in the issu- 
ance of formal complaints during fiscal 1957 are listed below, together with the 
professional man-hours spent investigating each. 














Docket Name of case Hours 
No, 
6623 | California Fish Canners Association, et al................--.-..-.-----... ; 5, 153 
a a, i os cee en atncpubbibaacok oc teuesunnsesweenedoe . dosh 166 
6642 | Liggett & Myers Tobacco Co-___.- eUN Gn a dddihde. shusseedous. 4811 
| é 


6654 | Sealed Power Corp- avis $oteck tai eERNnn uses Ree 8-exksenedts- ae 
6699 | Pittsburgh Plate Glass Co , 


. 491 
6700 | Libbey-Owens-Ford Glass Co 1, 163 
Neen eee ee en nn eo enka thins dba eee einer ican’ 817 
6737 | Borden Co., et al__- : 5 hit Pobente see 388 
6767 Amalgamated ee GW inten. dig bnn seeks 709 





A total of 32,173 man-hours of professional time was spent investigating the 
56 restraint-of-trade matters in which complaints were issued in fiscal 1957, 
including 2,031 man-hours spent by the Bureau of Economies, principally in 
connection with the analysis of merger cases. This was an average of 574 man- 
hours per case. In addition, a total of 4,594 man-hours was spent investigating 
compliance with cease-and-desist orders in restraint-of-trade cases. 

Illustrative of the deceptive-practice investigations completed during the year 
are the following: 








Docket Name of case Hours 
No. | 
6601 Northfield Woolen Mills_ -- Jainb isvbstlile D4 oh tes's aap. deQl ada boie 282 
6616 | Radio Television Training Association _--____- RMSE s ae Oe | 399 
6625 | Market Tire Co_- eee ea : ee ta 476 
6634 | C. H. Stuart & Co____. fiat Se : ke ‘ <a ; ki 743 
6638 | Exposition Press_--.__.._-- ssiacabh adh wecgenmmbdisiots » onbeetee tin wr VaEee 292 
6645 | Furs by Kent- bb wes Bis alent ons shatht pent Aeiecsindl Anat eee his | 277 
6650 | Reynolds Metal Co., et al___- ind sid Fa gla Saas feed gic 470 
6685 Singer Manufacturing Co___- SoU LET A. adebel ase inc dikes debe dbbuete- } 978 
6712 | Dictograph Products, Inc., et al_._......-..--.--.-...---..- . patties A 978 


Mr. Tuomas. You have 318 people in this Bureau this year, and 
you also will have 318 according to your request for 1959 at a cost of 
$2,362,350. 

What is the function of that Bureau? 

Mr. Gwynne. Bureau of Investigations? 

Mr. Tuomas. That is right. 

This Bureau obtains the evidence needed by the Commission to prevent unfair, 
discriminatory, monopolistic and deceptive trade practices. To a very great 
extent its effect depends on the number and quality of investigations. 

The Bureau of Investigations gets the information on which the 
Bureau of Complaints acts. Is that correct? 

Mr. Gwynne. That is correct. We get letters. 

Mr. Tuomas. What are they working no now? 

Mr. Gwynne. Everything, almost. 

Mr. Tuomas. This is the group that investigates all of the com- 
plaints that arise under the many acts that the Commission is charged 
by operation of law of enforcing. 
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Mr. Gwynne. That is correct. They have about 1,400 matters 
under investigation at all times. 

Mr. Tuomas. Where are these people domiciled? 

Mr. Gwynne. You mean that violate the law? 

Mr. Tuomas. No; your people. That is what we are talking about, 
the 318. Whereabouts are your people domiciled? I refer to the 318 
investigators. Part of them are in the field. What part are in the 
District of Columbia? 

Mr. Gienpentna. Of the 310, 185 are in field offices. The balance 
are here in Washington. 

Mr. Tuomas. You use the figure of 318, do you not? 

Mr. GLENDENING. I mean 318; that is correct. 

Mr. Tuomas. How many of them are in the field? 

Mr. GLENDENING. 185 in the field at the moment. 

Mr. Tuomas. The remainder are where? 

Mr. GienpeEntnG. Here in Washington. 

Mr. Tuomas. What do the Washington people do? That is 125 
employees in the District of Columbia. 


OFFICE PROJECTS ATTORNEYS 


Mr. Hitt. The first task of the Commission is to weigh and analyze 
all of the complaining letters. Each year we get in about 3,600 letters 
on various types of matters. It is necessary to check that against 
the previous complaints, analyze the facts concerning possible viola- 
tion, and enter for investigation, if the facts and the jurisdiction are 
present. Then these matters are transferred to our field offices where 
they are investigated. 

Mr. Tuomas. You have 125 people here analyzing letters to see 
if they are worthy of investigation? 


DIVISION OF ACCOUNTING 


Mr. Hiuu. That is the function of the Division project attorneys. 
We, of course, have the Division of Accounting which performs 
accounting werk not only in reference to the cases in the investiga- 
tional stage, but also in litigation. 

Mr. Tuomas. Do you not have some accountants in the field? 

Mr. Hit. No, sir. Wedo not. We do send them out as the occa- 
sion requires. 

Mr. Tuomas. How many people did you have in your Bureau as 
of January | of this year? 

Mr. GLENDENING. 310. 

Mr. Tuomas. You have unfilled eight positions? 

Mr. GLENDENING. Yes, sir. 

Mr. Tuomas. Go ahead. 


DIVISION OF SCIENTIFIC OPINIONS 


Mr. Hitu. Then we have the Division of Scientific Opinions, which 
is the advisory division on medical and scientific questions. 

Mr. Tuomas. How many people do you have in that Division? 

Mr. Hiut. We have six. 

Mr. Tromas. How many doctors are there out of the six? 
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Mr. Hii. There are two. 

Mr. Tuomas. M. D.’s or Ph. D.’s? 

Mr. Huu. Two M. D.’s. 

Mr. GLENDENING. Two M. D.’s and two chemists. 

Mr. Tuomas. I imagine they have a pretty busy time, do they not, 
trying to analyze all these statements you get? Go ahead, sir. You 
are making a very nice statement. 

Mr. Hii. After the cases are returned from the field, it is neces- 
sary, of course, to review them and determine whether the facts are 
sufficiently developed to permit a disposition and second, to determine 
what the disposition is to be. When the facts developed warrant the 
issuance of complaint, the matter is referred to the Bureau of 
Litigation. 

If we feel there is a violation but the facts do not establish a flagrant 
violation and the chances are the respondent would live up to the 
terms of the stipulation, the matter is referred to the Division of 
Stipulations. If we lack jurisdiction, or if the facts do not disclose 
a substantive violation, we prepare a memorandum to the Commission 
recommending closing. 


BurEAU OF CONSULTATION 


Mr. Tuomas. Tell us about the Bureau of Consultation. What is 
the Bureau doing? How effective is it now? You have 41 people 
in it. 

Mr. Reporter, put page 57 and page 58 in the record at this point. 

(The material referred to follows: ) 


Bureau of Consultation 


Allotment, fiscal | Requested, fiscal Increase or 
| year 1958 year 1959 decrease 





| 
| 
} 
| Posi- | Amount | Posi- | Amount | Posi- 
| tions tions tions 
} 
| 
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Amount 




















| 
Office of the Director _ ---- $57, 000 10 | $57,000 j|........ Pf cea 


Division of Trade Practice Conferences_..___- -- 














10 
17 144, 100 17 BETO li tacks catbatahecse 
Dveon of Stinuletions..................-......- | 8 70, 700 Ss TOTO | de shdewtinl Lccdgacce 
Division of Small Business_............--- Seema | 6 55, 000 6 Ee Poe ois! neastinawes 
Total personal services...........-.------- 41 | 326,800 4.1 996-000 |... x =)..4x.--- 
ila inicendsinecaaaeaedese Seana aiken: saan apn eoireaeeeten FOOe faonnatce EE ened: ice e 
| Se ee | 





ll | 41 | 330,800 | lg Rallies ae ga 





This Bureau is composed of the Divisions of Trade Practice Conferences, 
Stipulations, and Small Business. Its functions are: (1) To obtain voluntary 
compliance with the laws administered by the Commission by means of trade 
practice rules, conferences, stipulations, and other type of informal procedures; 
(2) to give informal advice in matters under trade practice rules and stipula- 
tions; and (3) to advise small business informally on matters over which the 
Commission has jurisdiction. 


OFFICE OF THE DIRECTOR 


Direction of the work of the Bureau is centralized in the office of the Director, 
who exercises general supervision over the activities of the three divisions as 
well as the work of the Bureau’s central record room and stenographic pool, the 
personnel of which is assigned to his office. 

On September 15, 1955, the Commission approved a set of cigarette advertising 
guides for use of its staff in evaluating cigarette advertising and directed this 
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Bureau to continue consulting with industry members to assist them in complying 
therewith. The work of the Dussain in the preparation and administration of the 
guides has been under the immediate supervision of the Director and has entailed 
the review of all available newspaper, periodical, radio and television cigarette 
advertising, consultation with industry members, and the institution of the action 
necessary to cause the voluntary discontinuance of representations deemed 
questionable under the guides and Commission law. This work has resulted in 
the discontinuance of some 89 specific claims since September 1955, and vigorous 
efforts in this respect will be continued. 

On November 22, 1957, the Commission authorized this Bureau to issue a set 
of proposed tire advertising guides. Recognizing the lack of any established or 
generally recognized quality standards for the various grades of tires being offered 
and sold to the public, the guides, when finalized, will assure the public of max- 
imum protection from deception in this particular field. As in the case of cigarette 
guides, the work of preparation and administration of the proposed tire guides is 
under the immediate supervision of the Director. 

No increase in funds for fiscal 1959 is requested. 


DIVISION OF TRADE PRACTICE CONFERENCES 


This Division administers the trade practice conference program which pro- 
vides for: 


Establishment and revision of trade practice rules for industries in cooper- 
ation with their members; 

Furnishing of advice and guidance on requirements of the rules; and 

Obtaining of voluntary compliance with the rules on an individual as well 
as an industrywide basis. 

Trade practice rules interpret and clarify the requirements of laws administered 
by the Commission as they apply to a particular industry. The rules effect wide- 
spread voluntary observance of laws administered by the Commission, thus 
lessening the need for individual complaint proceedings and substantially reducing 
the cost of law enforcement. 

Industries usually request the rules. The Division studies the request and 
recommends whether it should be approved. If the Commission approves, the 
Division conducts industrywide conferences at which industry members suggest 
and discuss rules. Proposed rules are then drawn and discussed at public hearings, 
following which the Division recommends final rules for Commission approval 
and promulgation. 

Of equal importance to its rulemaking work are the Division’s activities in 
securing and maintaining industrywide compliance with promulgated rules through 
vigilant administration of their provisions. During fiseal 1959, a more concen- 
trated effort will be directed to the much needed revision and modernization of 
many existing sets of rules and to a more vigorous compliance program. 


Mr. Tomas. What is your big job there? 

Mr. Gwynne. Before Mr. Cameron answers your question, I would 
like to say something because it is a matter that I overlooked in my 
first statement. One of the reasons, of course, as everybody knows, 
why the Federal Trade Commission was created was not to confine 
itself to prosecuting people, but to help people who want to comply 
with the law to comply with it, to furnish guidance, in other words, 
to business generally. 

Now, in addition to the trade practice conference program which has 
been going on for years, and to the advising of small business 





DIVISION OF SMALL BUSINESS 


Mr. Txomas. How do you advise small business? Everybody 
rides the small business bandwagon. Nothing is ever done. What 
are you doing for small business? Everybody gets on their coattail. 
I see our friend, Representative Patman, is going to recommend that 
the committee be wound up; that it has not been too effective; that 
big business is still gobbling up little business, et cetera. Everybody 
is on small business. What are we doing? 
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Mr. Gwynne. Quite often some company that did not have the 
money to engage high-priced lawyers has some problem that is dis- 
turbing them as to what they can or cannot do. They write the 
small business group, or write us, and they sometimes come in and 
confer with them. The thing I want particularly to mention, Mr. 
Chairman 

Mr. Tuomas. You do not mean by that that small business wants 
to do what big business is doing, merge, or gobble up some other 
‘small business? 

Mr. Gwynne. Here is a specific case that happened not too long ago. 

Mr. Tuomas. You have six people over there. 

Mr. Gwynne. This man wanted to get out a certain type of ad for 
oleomargarine. He wanted to know if it would violate the law. 
That matter I referred to small business. They talked over the matter 
and advised him what the law was, and what he could or could not 
do. That is the type of thing that is done in that one section. 

Mr. Tuomas. Let us see your green sheets on that office. Should 
not the Bureau of Consultation be under the Secretary’s Office? 

Mr. Gwynne. I would not see any particular reason, Mr. Chair- 
man, frankly. It is quite an important part of the Government. 
Maybe Mr. Cameron can tell us about it. 

Mr. Tuomas. Give us the green sheet on small business. 

Mr. Cameron. Small business consists of a GS-15—the Chief of 
the Division, two GS-14’s. 

Mr. THomas. Two assistants? Who does the work? You have 
two assistants and a chief. Somebody has to do the work. You 
know the chief and assistants are not. 

Mr. Cameron. One GS-13 attorney, one secretary. 

Mr. Tomas. What does that Division cost you dollarwise— 
$55,000? ‘You could wind that up and never miss it. You could put 
it someplace over there where it would do some good. You know it 
is not doing any good. You have five people who are GS-13’s and 
above just treading water. 

Mr. Cameron. The Small Business Division, 1 of the 3 divisions of 
the Bureau, undertakes to give advice to small business as to their 
rights under the statutes we administer in the Commission. We give 
staff-level advice to them and answer correspondence. 

Mr. Tromas. How many inquiries did you have for the first 2 weeks 
of this year? That is fresh and you can remember that. How many 
letters went out of that office? 

Mr. Cameron. Annually about 1,100 advices are given in letter 
form during the year. There are 1,100 to 1,200 a year. In the past 
2 weeks, how many would you say? 

Mr. Jamartk. I would estimate it is the usual flow of around 100 a 
month for the last few weeks. That is just about what it averages, 
both correspondence and personal conferences. 

Mr. Tuomas. Have you brought any monopoly actions by virtue of 
complaints for letters that you have received, or what good has it 
done? What have you accomplished for small business? 

Mr. Jamartx. If 1 may answer that—— 

Mr. Tuomas. I would like to have somebody answer it. 

Mr. Jamartx. I would like to point out, as Chairman Gwynne has 
previously indicated, the average small-business man simply does not 
have the financial resources with which to go out and hire high-priced 
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legal talent. He can come to us and if he has any particular practices 
that he wants to engage in himself, which he thinks may be question- 
able, we will give him the benefit of our staff-level advice on that. 
Many times they come in and say, ‘Look, my neighbor down the street. 
is doing so-and-so. What about it?” ‘Are his particular practices 
or activities hurting you? What can Ido?” We ask him—— 

Mr. Tuomas. Most of the matters that concern small business are 
referred to you by Members of Congress. Is that not correct? I 
have referred a good many letters to you and the vast majority of the 
letters that I referred to you from my folks complain, “Here I am. 
I am a small-business man. Here is X corporation doing this and 
the other and they are going to put me out of business. Can you 
put them out of business rather than let them put me out of business?’’ 
I send that letter over to you. What have you done about it and 
what can you do about it? 

Mr. Jamartx. We have in the past gotten your letters. We 
immediately channel that letter to the proper source. For example, 
the party that your constituent might be complaining about might 
be already subject to an order. If that is the case we send it to 
Compliance to be sure that the order is being observed. We may 
not have anything previous on that particular complainant——— 

Mr. Tuomas. I am sure in your Division you want to be able to 
make a good record. Have you analyzed your efforts whereby you 
could say in calendar year 1957, “By virtue of our efforts, so many 
investigations were made or so many complaints were filed?’’ et 
cetera? 

Have you information in that kind of shape where you can justify 
your existence as a unit? 

Mr. Jamarik. We do not have that breakdown as to what we send 
up to investigations and what we follow through. Ours is just a 
composite figure of the entire matters that are handled. We could, 
I think, in the future very well tabulate that. 

Mr. Tomas. I imagine if your efforts have been producing some- 
thing direct, you gentlemen would really have that in tabular form. 
The presumption is, I was gomg to give you that benefit if it was. 

Mr. Jamarikx. I know personally many I have sent up myself, 
and perhaps we should in the future keep a definite breakdown on 
those we do. 

Mr. Kintner. I think that is one of the most valuable, hardwork- 
ing divisions in the Commission. 

r. Toomas. Go ahead, Judge; put that on the record. 

What do you base it on, Judge? 

Mr. Kintner. From the fact that they save a lot of small business- 
men from getting into trouble with the law, and where it appears 
that their competitors are harming them, they call these matters to 
the attention of the Commission, and the matters are investigated. 

Mr. Tuomas. How can a small-business man get into the clutches 
of the law? 

Mr. Kintner. A lot of them feel they have to follow the practices 
of their competitors. They do not know whether those practices are 
legal or not. 

Mr. THomas. You are letting yourself in for one, are you not? 
If they follow the practices of their competitors and their competitors 
are not brought into court, why should the little fellows be brought in? 
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Mr. Kinrner. It is our job to advise them if they follow this 
practice it may be illegal. We save them a lot of grief. 

Mr. Tuomas. If their competitors have not any grief over their 
actions, why should the little ones have any grief over their actions, if 
they follow the big ones? 

Mr. Krntwer. A lot of these competitors are under orders with the 
Commission. We have about 5,000 outstanding orders. This Divi- 
sion does perform a very valuable service in advising these small- 
business men what is illegal, what the Commission has held to be 
illegal. 

DIVISION OF TRADE PRACTICE CONFERENCES 


Mr. Tuomas. Tell us about the Division of Trade Practice Con- 
ference. I think you are getting into something that is worth the 
money right now. 

Mr. Cameron. I am Chief of that Division, and have been for 
some years. We undertake to attain observance of the laws. 

Mr. Tuomas. They are squeezing you down to 17 employees. I 
remember the time you used to have 35. 

Mr. Cameron. That is correct. 

Mr. THomas. How are you operating with 17 employees when you 
used to have 35? 

Mr. Cameron. The trade practice work was at one time done by 
two divisions, the Rule Making Division and the Rule Compliance 
Division. Those two divisions were merged several years ago and 
through the years the personnel has been reduced to 17. 

Mr. Txomas. Tell us about your activities. You have been pretty 
effective, have you not? 

Mr. Cameron. Yes, sir. 

Mr. Tuomas. By your activities, you take a load off of the Investi- 
gation Division, and the Complaint Division, do you not? 

Mr. Cameron. Yes, except that you might put it, we release them 
for other attention. 

Mr. Txomas. In other words, you stop a case from getting started, 
do you not? 

Mr. Cameron. We do. That releases their work to the point that 
they can give attention to other needed work. 

Mr. Tuomas. Who have you been working on for the last 6 months? 
How many conferences have you had, and with whom have you had 
these conferences? Let us have something definite. 

Mr. Cameron. We have some 31 pending trade practices proceed- 
ings at this time for industry. 

Mr. Txomas. Read them into the record at this point, will you? 

Mr. Cameron. Greeting cards, man-made fibers other than rayon 
and acetate, revision of the watchcase rules, handkerchiefs, automotive 
service, housedress and wash frocks, scrap iron and steel, the Barre 
granite. 

Mr. Tuomas. You finish it for the record. 

(The information requested is as follows:) 
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PENDING PROCEEDINGS 


Mirror manufacturing (revision) Protein base fiber 
Floor machinery (revision) Wool shrinkage process 
Cut and wire tack (revision) Athletic goods (revision) 
Rabbit and cavy breeders (revision) Watch attachments 
Waterproof paper (revision) Mastic and _ texture — pressure 
Skip-tracing sprayed coatings 
Sun glass (revision) Luggage and related products (re- 
Automotive ignition industry vision) 
Slide fastener (revision) Direct selling (revision) 
Button jobbing (revision) Building wire and cable mManufac- 
Mail order retailers of photographic ing 

goods Paint and varnish brush (revision) 
Outlet and switch box manufacturing Nursery (revision) 


Colorfastness of textiles: 


Tell us what precedes one of these conferences? How does one of 
these conferences come into existence? 

Mr. Cameron. Usually on application of a national trade associa- 
tion in that particular industry. 

Mr. Tuomas. The gentlemen in industry are disagreeing among 
themselves, are they not? 

Mr. Cameron. The industry usually has had crept into it some 
prevalent bad practices and the industry has reached a mind to do 
something about it so their trade association comes in with the idea 
of ridding the industry of those practices. They usually come in 
exploratorially before even filing an application and discuss the 
problems with us. 

Mr. Tuomas. That is a very fine procedure. it saves the tax- 
payers a lot of money. You could spend a lot of money through in- 
vestigations and complaints and everything else. This is a voluntary 
move on the part of an industry to clean its own house, so to speak, 
or rid itself of maybe some questionable practices. 

Mr. Cameron. That is correct. We think it cuts down the cost 
of law enforcement. 

Mr. Tuomas. Give us the green sheets on your 17 positions, will 
you please, sir? 

Mr. Cameron. The chief of the division is a grade GS-15. We 
have six GS-14’s. 

Mr. Tuomas. Assistant chiefs? 

Mr. Cameron. No, GS-14 attorneys in the division doing the work 
of the division. 

Mr. Tuomas. Charged to you rather than the Legal Division? 

Mr. Cameron. Charged to me. 

Mr. Tuomas. You are in the law business, Judge. 

Mr. Kintner. This is a distinct area of the Commission’s work and 
as opposed to the usual type of work we do of issuing complaints, it 
should belong in an area to itself. They do a very fine job. 

Mr. Tuomas. I might say, as usual. 
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OFFICE OF THE DIRECTOR 


What about the Office of the Director? There are 10 people. What 
are 10 people, out of 41, doing in the Director’s office? 

Mr. Cameron. That 10 includes the Director and the Assistant 
Director. 

Mr. Tuomas. We knew that assistant was there. Does the assist- 
ant have an assistant? 

Mr. Cameron. No, sir. 

Mr. Tuomas. Give us the green sheets on these 10 positions right 
quick, please. 

Mr. Cameron. The Director is a 16 and the Assistant Director is a 
GS-15. His secretary isa GS-9. The remaining seven consitute the 
clerks and stenographers who take care of the trade practices files, 
and who do the stenographic work for all of the divisions in the 
Bureau of Consultation. 


DIVISION OF STIPULATION 


Mr. Tuomas. Even for the Division of Stipulation? 

‘Mr. Cameron. Yes. 

Mr. Tuomas. How many stenographers do you have in that 
Division? 

Mr. Cameron. There are no stenographers in that Division. 

Mr. Tuomas. What is the green sheet on that Division? 

Mr. Cameron. A GS-15, Chief of the Division, one GS-14. 

Mr. Tuomas. That is his assistant? 

Mr. Cameron. Yes, sir. 

Mr. Tuomas. Does he have an assistant? 

Mr. Cameron. No, sir. There are 3 GS—13’s, 1 GS-11 and 1 GS-7 
attorney, and a secretary of the Chief at a GS-6. 

Mr. Tuomas. Nobody is overworked in this Division, is he, Judge? 
We have too many lawyers—I say too many; that is in every case, 
but we do not want to overwork anybody in this Division since they 
are mostly lawyers. You have got a lot of chiefs and not very many 
Indians. 

Mr. Gwynne. Do you not think, Mr. Chairman, it takes as good a 
lawyer to keep you out of trouble as it does to get you out after you 
get in? 

Mr. Tuomas. You do not have to argue with me on that basis. 

Mr. Gwynne. I have been wanting to mention another very 
important bit of work they are doing down there. 

Mr. Tuomas. Of course, this Division of Stipulation is not keeping 
anybody out of trouble, are they? 

Mr. Gwynne. They had 140 stipulations in 1957. Those are 
cases settled that might have had to be tried. 

Mr. Tuomas. I thought our Division of Trade Practices did that. 

Mr. Gwynne. I am talking about stipulations. 

Mr. Tuomas. I am, too. 

Mr. Gwynne. It is all in the same bureau. It is a Division of 
Stipulation. 

Mr. Tuomas. These folks are writing up what somebody else 
agreed to, are they not? 
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Mr. Gwynne. No. It is not quite that simpJe. Sometimes it is 
from one source or another, sometimes it is by the Commission di- 
rectly, a matter referred to this group to effect a settlement. 

Mr. Tuomas. This Division is responsible for putting down in 
black and white what has been agreed to by the Commission, by the 
Division of Complaints, and anybody else that touches those two 
activities; is that correct? 

Mr. Gwynne. No. It goes a little beyond that. It is true they 
would put it down in black and white if the settlement had already 
been made, but they usually have a lot to do with making the 
settlement. 

Mr. Txomas. How about the Commission? 

Mr. Gwynne. As I say, sometimes the Commission directs that a 
matter be referred for stipulation, or sometimes it gets in there in 
there in some other way. 

Mr. Tuomas. I thought Judge Kintner had a hand in the Legal 
Division, 

Mr. Gwynne. In stipulations? 

Mr. Tuomas. Yes. 

Mr. Gwynnz. No; Judge Kintner functions largely after decisions 
have been made by the Commission. He does the work in the courts. 

Mr. Tuomas. You mean he does not advise with the Commission? 

Mr. Gwynne. Oh, yes, indeed, but he does not actively, he cannot 
under the Adi inistrative Procedure Act participate actively in some 
litigated matter before the Commission. 

Mr. Txromas. Until the Commission has made its decision, then 
ne can? 

Mr. Gwynne. Yes. If he did that he could not advise the Com- 
mission, in other words. 

Mr. Tuomas. You have to be fair and impartial. 

Mr. Gwynne. That is right. 

Mr. Tuomas. Good. 

Mr. Gwynne. I still want to point out what I think is one of the 
most important things that has been done by the Bureau and it has 
not been mentioned. That is with reference to guides along the line 
of cooperating with business, and industry, and getting a voluntary 
compliance with the law. 

Mr. Tuomas. Where is that set out in the budget? 

Mr. Gwynne. I do not know if it is in here, but I can tell you about 
it in a zeneral way. 

Mr. THomas. Do not make too many violent assumptions now. 
If it is not in there—— 

Mr. Tart. Page 57. 

Mr. Tsomas. Let us read that. That is what we are working on 
now. Where is the Office of Guide? I do not see that. 

Mr. Gwynne. It is mentioned here as being one of the bits of work 
they do. 

Mr. Tuomas. Whereabouts? 

Mr. Tair. Page 57, last paragraph; top of page 58, first paragraph. 

Mr. Tuomas. It says: 

The work of the Bureau in the preparation and administration of the guides has 


been under the immediate supervision of the Director and has entailed the review 
of all available newspaper, periodical, radio and television cigarette advertising, 








92 


consultation with industry members, and the institution of the action necessary 
to cause the voluntary discontinuance of representations deemed questionable 
under the guides and Commission law. This work has resulted in the discon- 
tinuance of some 89 specific claims since September 1955, and vigorous efforts in 
this respect will be continued. 

That is the Office of the Director. How many people do you have 
in there working on this guide work? 

Mr. Gwynne. I could not say. Can you answer that? 

Mr. Cameron. Yes. The work on the guides is being done prin- 
cipally by attorneys who are members of the staff of the Trade 
Practice Conferences Division. We have done preliminary work on 
quite a number of guides. 

Mr. Tuomas. Is that in the Office of the Director, or is that under 
Trade Practice Conferences? 

Mr. Cameron. Under the supervision of the Director of the Bureau 
in the Office of the Director. The actual attorney work is being done 
principally by members of the staff of the Trade Practice Conferences 
Division, and to a more limited extent by members of the staff of 
the Stipulation and Small Business Division. 

Mr. Tuomas. Go ahead. 

There is nothing new in that. You have been doing that ever since 
this Division of Trade Practice Conferences has been set up. 

Mr. Gwynne. I think we have gone into the field much more 
extensively and effectively than we have before. For instance, a 
few years ago this group recommended cigarette guides. That is, 
by conferring with members of that industry they arrived at certain 
things which the Bureau concluded was bad advertising. 

Mr. Tuomas. Was that the Old Gold case? 

Mr. Gwynne. No. This covered the entire cigarette case. 

Mr. Tuomas. You had a little round with Old Gold, did you not, 
and got them to agree to quit certain advertising? What did you get 
them to agree to do? 

Mr. Gwynne. By the adoption of these guides, that sort of out- 
lines the program of advertising that the staff of the Commission feels 
is fair or unfair, as the case may be. That is a guide to industry. 
Instead of going out and trying it out in court, they try to adjust it. 
In the most recent ones there was a series of guides and rules in con- 
nection with the tire industry. If you have been following that, you 
know that tire advertising has become very exaggerated and some- 
what fantastic. 

For example, somebody would advertise a super tire. He is also 
advertising a super super tire. Quite often the super super tire is less 
tire than the super. The thing is very mixed up. An attempt has 
been made through the tire guides to get these people to advertise 
their product in such a way that everybody can understand it and it 
will not be deceptive. 

Mr. Tuomas. When times get hard, we get a lot of rash statements 
in the form of advertising; is that it? 

Mr. Gwynne. That is correct. 

Here is a copy of the guides. They have been put out tentatively. 
The reaction has been excellent. 

Mr. Tuomas. It is the result of the good efforts of the Division on 
Trade Practice Conferences; is that it? 

Mr. Gwynne. I do not know just who does the work down there, 
but I know that the Bureau of Consultation certainly does it. 








93 


Mr. Kern. It is in the Division of Trade Practice Conferences 
that the work is done on the guides. That is right, is it not, Mr. 
Cameron? 

Mr. Cameron. That is substantially correct; but the Bureau 
Director himself has given them much of his time and undertaken to 
immediately supervise the work, but in doing it he has employed the 
services of members of the Division staff, principally that of the Trade 
Practice Conferences Division, and on occasion of the other two divi- 
sions to some extent. 

Mr. Tuomas. Certainly this Trade Practice Conferences Division 
has done a fine job. I remember several years ago you had practically 
twice the people that you have in it now. This committee has 
always been of the opinion that you could get people to agree volun- 
tarily to what is more or less fair and right, and save the Commission 


a whole lot of grief later on trying to impose what it thinks is fair and 
right. 


Mr. Gwynne. That is right. 

Mr. Tuomas. Thereby you can cut out a lot of litigation. 

Mr. Gwynne. We hope so. We might say that the guide program 
is a specific application of the general principle of the Trade Practice 
Conference. 

Mr. Evins. Mr. Chairman, I do not think anyone could have made 
a more thorough examination of the Commission’s work and budget 
needs than you have. I think the other Commissioners might be 
given also an opportunity to say what they want to for the record in 
the way of improving the Commission or its work. The Appropria- 
tions Committee certainly has been greatly interested—at least this 
subcommittee has—in the work of the Commission. We think it is 
a very important agency. I think it would be well to permit the other 
Commissioners to make comments for the record. 

Mr. Tuomas. I think that is a very good suggestion. 

What about it, Commissioners? 


STATEMENT OF COMMISSIONER KERN 


Mr. Kern. Mr. Chairman and gentlemen of the committee, I have 
been with the Commission, not only as a Commissioner but as a trial 
attorney before that, for some 15 years. I have followed the work 
of the Commission. I have been a part of the work of the Commission 
for an extended period. I think that we are trying and I believe 
succeeding to carry out the mandate of the Congress in connection 
with the enforcement of all of these very complex Jaws which have 
been entrusted to our supervision. That is our aim and that is the 
dedicated task that all of the employees and the staff of the Commis- 
sion are working toward. We are all working in the same direction, 
of course, and that is in the public interest. 

As I compare the work of the Commission now with the work of the 
Commission, say, 15 years ago, we have vastly increased our volume 
of work. We should have done it, because the Congress and you 

entlemen have given us more funds. We have tried to utilize those 
unds where they can be most successfully and efficiently employed to 
keep competition open, and fair, and free. 

We have put those funds to work in the main, as the chairman has 
suggested, in the regional offices, which give us the grist to our mill 
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and start the ball rolling. We have increased the capacity of those 
offices. We have increased the litigation staff. 

The end product of that, as represented by this justification, has 
been a considerably enlarged volume of work. We are trying to and 
I hope we are using these funds efficiently, and I assure you we will 
continue to do so in the future. 

Mr. Tuomas. That is a nice statement. 


STATEMENT OF COMMISSIONER TAIT 


Mr. Tarr. Mr. Chairman, it is always difficult to follow Com- 
missioner Kern when he makes a statement. I will say that I am in 
complete agreement with the presentation here this morning. I think 
all the Commissioners are. We feel that the amount requested of the 
Congress this year is the minimum amount we need to keep the work 
going at the same pace that it has been going. 

Other than that, I do not have anything further to add. 


NEED FOR ANTIMERGER WORK 


Mr. Evins. The annual report and justification and the other 
figures which have been brought out indicate that the Commission 
is making progress. Of course, the Commission has its enemies who 
do not want the antitrust laws enforced. You five members form a 
board for carrying out the law. 

Speaking earlier of these investigations, it seems to me, Mr. Chair- 
man, that you might well give some thought not just to waiting for 
a letter to come in on some small-business man to complain or just 
waiting for the tide of mail to come in each day, but the Com- 
missioners can use their imagination as to how it can stop the mergers 
which are going on today and eliminating competition, The Com- 
mission can initiate action on its own—some affirmative motion in 
that regard—and, while your Economics Division is very important 
in providing information to the Commission on very important cases, 
perhaps the Bureau of Commerce could supply business with a lesser 
amount of statistics, and you could employ your Economics Division 
staff in a large-scale law-enforcement program. 

In other words, set the pattern with more imagination by the 
Commission rather than waiting for the tide of letters to come in. 
That. is the thought | wanted to throw out to the Commission for 
your consideration. 

Mr. Gwynne. It is a good thought. I agree with it, too. We get 
these complaints and we cannot ignore them. They come to us 
because it is the only place they can go. Of course, in the merger 
field our work does not depend much on any complaints. In fact, 
every case we have filed, I think, except one, has not been the result 
of complaints. We dig that information out ourselves. 

We hear about a merger. The people putting it over usually do 
not have any complaint to make. Sometimes it is called to our 
attention by some competitor, maybe; but for the most part the 
merger complaints reflect the attitude of the Commission itself if they 
think that a complaint should be filed. 

Sometimes we get a complaint involving one individual. We try 
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to look over the whole industry to see how it is doing. I am glad to 
say that sometimes we have been able to take care of an industry. 

I shall give you one illustration. We sent someone out to examine 
a complaint against a manufacturer in an industry that was rather 
small, with 8 or 10 in it. Some other competitor heard about it 
and wrote to us and said, “This practice is general in the industry. 
Why don’t you straighten it all up?”’ We were able to get them all 
in under a consent settlement. Practically everybody in the industry 
put it into effect on the same day. 

I agree with you. I think we should do more along that line and 
along the line of looking the situation over and then moving in on it. 

Mr. Evins. That is all, Mr. Chairman. 

Mr. Tuomas. Thank you. 

Mr. Vursell. 

Mr. Vursevu. Mr. Chairman, I have been very much interested in 
the questions that the chairman has addressed to the various members 
of the Commission. I think practically all of the information that 
could have been brought out during the length of time we have been 
here has been very ably brought out by the chairman of the committee, 
which makes it unnecessary, I am happy to say, to belabor those 
general questions which have come up. 

I do want to say that I have been impressed with the ready infor- 
mation the committee has had in reply to all questions, which indi- 
cates to me that you folks are doing a good job as it has been imposed 
upon you by the Congress. I have been rather i impressed by the fact 
that by giving people advance information and through consultation 
which is provided, you are trying to prevent people from violating the 
law unwittingly as well. 

I say this because over the years the Government has been growing 
so big that a good many people think that the bureaucracy of govern- 
ment, as they call it, is meddling too much in their affairs. I think in 
some instances they are justified in those criticisms. That is why the 
idea appeals to me that you people are simply trying to police, so far 
as we place that obligation upon you, the people under the laws that 
we have passed—doing it in the best way possible. As the economy 
of the country grows, your job grows and becomes bigger and bigger. 
Yet at the same time I want to congratulate you on the fact that you 
are holding down your appropriations pretty well, with our help a 
little. 

Judge, I think you all are doing a good job. 

That is all, Mr. Chairman. 

Mr. Tuomas. That is a fine statement by you and also by Mr. 
Evins. Of course, Mr. Evins started out with this agency, and I 
guess he knows five times as much about it as the other members of 
the committee put together. Between him and our able friend, 
Congressman Vursell of Illinois, we all cooperate with you. 

The Commission is certainly an agency which the 175 million people 
of the United States depend upon for some protection. I know you 
gentlemen take your jobs seriously. The committee is always de- 
lighted to have you come over. You always make a good case. 

“Your work is interesting, not only to the Commissioners, but even 
to this committee. We enjoy having you over here. Good luck and 
happy New Year to all of you. 


21543—58—-pt. 1——_-7 
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Monpay, JANvuARY 20, 1958. 
FEDERAL HOME LOAN BANK BOARD 


WITNESSES 


ALBERT J. ROBERTSON, CHAIRMAN OF THE BOARD 

IRA DIXON, MEMBER OF THE BOARD 

WILLIAM J. HALLAHAN, MEMBER OF THE BOARD 

CLARENCE 8S. SMITH, ASSISTANT TO THE BOARD 

THOMAS H. CREIGHTON, JR., GENERAL COUNSEL 

WILLIAM H. HUSBAND, GENERAL MANAGER, FEDERAL SAVINGS 
AND LOAN INSURANCE CORPORATION 

VERNE C. BONESTEEL, DIRECTOR, DIVISION OF EXAMINATIONS 

THADDEUS CORCORAN, BUDGET OFFICER 


ADMINISTRATIVE EXPENSES 
Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Program by activities: 
1. Exaination and supervision of Federal home loan 


RE tah bin cae tbe pd bei chike tndkeintd keeaiaeee $152, 200 $180, 959 $213, 800 

2. Supervision of Federal and State-chartered institutions__ 188, 097 250, 981 34f, 445 

3. Chartering savings and loan associations... . .........- 64, 233 74, 099 88, 275 

5. Executive direction and staff services . _..............--- 408, 850 497, 244 616, 634 

Py SEIU EEN PEIN. ciccnnc we wciwecnnnensodedsmen 214, 825 246, 717 334, 846 

Total administrative expemses--.-_............--......- 1, 028, 205 1, 250, 000 1, 600, 000 

Financing: Unobligated balance no longer available__.....-..-- DPOOD Ciddcenn steel Sacdensnbudco 

ch nid eciipinpeisecdunnashaphniemeiiacnesiaiieen 1, 036, 700 1, 250, 000 1, 600, 000 
Object classification 

1957 actual | 1958estimate | 1959 estimate 

Total number of permanent positions. _......................- 146 157 187 

Average number of all employees. -.--_...........-...-.-..--..- 134 152 180 


Number of employees at end of year_...........-...........-- 137 156 187 
Average GS grade and salary 


01 Personal services: 


EES a ween eS ey ae $922, 215 $1, 051, 122 $1, 234, 139 






Spee RUN GOT TROOR.. «5 cg cc nnnenccacabsunecsecencs= 3, 735 4, 306 5, 043 

Total personal services --_- aenvinaama 925, 950 1, 055, 428 1, 239, 182 

Deduct portion not chargeable to limitation_..._____- GE eh ding dehtieteosidadahs cums 

SUE NOIRE EON VINO... 2 cccccccdcabcansoubapcosenscs 923, 692 1, 055, 428 1, 239, 182 

Oe et a a naikocceteseccebensfauehbodmbins satinee 38, 965 46, 950 55, 000 
a Veneers GED on. cnc ncn cca nennecnscabecu 291 595 570 
04 Communication services__- 28, 280 30. 310 31, 265 
G6: Bemis ame willity serviess...............-.-......65....... 2, 390 2, 640 137, 385 
06 Printing and reproduction _...............-.-.-..-..-....- 143 3, 000 3, 000 
07 Other contractual services. _- ihbepiiteiedicc casts 6, 527 7, 395 7, 570 
Services performed by other agencies ciel pmcsatbeaaaahaee 4, 947 7,112 7, 685 

08 Supplies and materials_- Fb inchden babii dtebebitineead 20, 887 27, 005 30. 316 
09 Equipment..__- SE TAS 1,776 3, 800 8, 837 
11 Grants, subsidies, Sele OODEADIAOIE. .. occ cocccaccucleccccusessenae 65, 540 78, 855 
13 Refunds, awards, i RS \ 1... schiakensllnabbbekoses ceiemenelgnsiae sen 100 
15 Taxes and assessments...............-..... dis Sethi loascnaall 307 225 235 
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NONADMINISTRATIVE EXPENSES 


Program and financing 





1957 actual | 1958 estimate | 1959 estimate 


Program by activities: 











4. Examining savings and loan associations..............- $3, 834, 198 $5, 296, 565 $6, 114, 854 

5. Executive direction and staff services..................- 163, 867 199, 835 228, 146 

Total nonadministrative expenses...................-- 3, 998, 065 5, 496, 400 6, 343, 000 

Financing: Unobligated balance no longer available_.........- 290, 935 8 Br Serer ee 

I oir crrweintwtirs picenbbipatamainmdinadiatieines 4, 289, 000 5, 665, 000 6, 343, 000 

Object classification 

1957 actual | 1958 estimate | 1959 estimate 

Total number of permanent positions......................... 533 663 710 

Average number of all employees. ...............-............ 484 628 671 

Number of employees at end of year.........................- 518 661 710 

Average GS grade and salary. ....................-........... 81 $5,389 | 88 $5,621 | 92 $5,867 
01 Personal services: 

Pormneintinh MAG ik cesacsccntniingnnacipensinntnapee’ $2, 626, 714 $3, 572, 861 $3, 970, 580 

Other personal services... ...........------.-.222-ecce-ne 3, 126 14, 335 15, 993 

Total personal services...................-.-.-.. sates 2, 629, 840 3, 587, 196 3, 986, 573 

Deduct portion not Saki to limitation............ 22, 982 SEE OO fads acéonin 

Diet DONORS! GUTP IRB vc nnnqccndccuncceuteshensctinactinn 2, 606, 858 3, 472, 956 3, 986, 573 

OD RW. cain cna hi Renn cdecnhassichaadealipedi 1, 103.538 1, 481, 650 1, 747, 950 

en aa eae 4, 996 5, 000 5, 000 

Ge COR SOT Ten cictscdcececcccccnccsbsscdigndscd 51, 156 64, 250 66, 500 

0S Rents and utility services... .n.cncccscccsccaseses 54, 068 62, 000 65, 000 

06 Printing and reproduction..............................-- 9, 546 9, 600 9, 400 

ST CUR CURT GFE, os ccicndeddncnctvcdscubesvinsés 11, 085 14, 955 16, 140 

Federal Home Loan Bank Board services............... 102, 821 125, 000 160, 000 

Services performed by other agencies.................... 240 750 750 

GB Geplile Cine RNIN, oo tin bc ccrascss cccsocnsememseius 15, 992 18, 359 19, 072 

Oe I Bint ccdnncccttehentesteternese sa 36, 822 17, 100 9, 000 

11 Grants, subsidies, and contributions......................]--.....-....-- 224, 030 256, 815 

15 Taxes and assessments................ sine 943 750 800 

Total accrued nonadministrative expenditures.......... 3, 998, 065 5, 496, 400 6, 343, 000 


Mr. Tuomas. We have the pleasure of having with us this morning 
one of the newest of our independent agencies, the Federal Home 
Loan Bank Board. It is certainly nice to see all of you. 

We have Mr. Robertson, the Chairman of the Board; Mr. Dixon, 
a member of the Board; Mr. Hallahan, a member of the Board; Mr. 
Smith, assistant to the Board; Mr. Creighton, General Counsel; 
Dr. Husband, General Manager of the Federal Savings and Loan 
Insurance Corporation; Mr. onened, Director of the Division of 
Examinations; and Mr. Corcoran, the budget officer. It is cer- 
tainly nice to see all of you. 

Mr. Chairman, do you or any of your colleagues have a statement 
for us? We will certainly be glad to have you tell us about your head- 
aches and the many pleasant things you contend with, and how busi- 
ness is, and so forth. Reading your justifications, I get the impres- 
sion you are doing all right. 

Mr. Rosertson. We try hard. 

We do have a brief statement, Mr. Chairman. 

Mr. Tuomas. All right. Proceed. 
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GENERAL STATEMENT 


Mr. Rosertson. Mr. Chairman and members of the committee, 
it is a pleasure for my associates and me to meet with you once again 
to discuss the activities of the savings and loan business and the 
financial requirements of the Federal Home Loan Bank Board includ- 
ing the Federal Savings and Loan Insurance Corporation. 

The details of the Board’s activities and personnel needs for fiscal 
1959 are included in the justifications already furnished to the com- 
mittee. In the interest of brevity, I shall confine my remarks to 
highlighting the activities in the savings and loan business in fiscal 
1957, the prospects for the current fiscal year and for fiscal 1959. I 
shall also comment briefly on the budget estimates. 

The savings and loan business in fiscal 1957 continued its upward 
climb, reaching new peaks in nearly all phases of its activities. The 
trend is reflected in the following statistics. 

Membership in the Federal Home Loan Bank System at June 30, 
1957, was 4,469, an increase of 87 since the previous June. Member- 
ship total assets in the same period increased by 13 percent, reaching 
$44.6 billion. 

Mortgage loans made in fiscal 1957 by member savings and loan 
associations, the Nation’s largest single source of home-mortgage fi- 
nancing, aggregated nearly $10 billion. While this loan volume re- 
flected a reduction of 5.5 pefcent from the peak figure reached in 
fiscal 1956, it was the third highest year on record. 

Of the mortgage loans made, representing 36 percent of the Nation’s 
home-financing, 45 percent was for home purchase, 35 percent was 
for construction, and 20 percent was for home improvements, remodel- 
ing, ete. 

Despite the keen competition for the savings dollar, the gross flow 
of savings into member associations in fiscal 1957 was $15.7 billion, 
an increase of 10.6 percent over 1956. Withdrawals in the same 
period totaled $10.9 billion, leaving a net inflow for the period of $4.8 
billion. The net inflow reflected a decrease of only 2 percent from 
the fiscal 1956 peak year and an increase of 4 percent over 1955, the 
previous peak year. 

The volume of earnings, reserves, and new savings or share accounts 
in member savings and loan associations reflected increases in fiscal 
1957 over 1956. 

We should also like to point out some of the highlights of the activi- 
ties of the 11 Federal Home Loan Banks in fiseal 1957. The combined 
capital stock of the banks, held entirely by members, increased by 
$78.7 million or 13 percent during fiscal 1957, reaching $668.4 million. 
During the same period total invested capital increased by $84.5 
million or 13 percent. Net income increased by $2.9 million or 23 
percent. Loans made to members aggregated $932 million. Repay- 
ments aggregated slightly more than $1 billion. Loans to members 
outstanding at June 30, 1957 aggregated $1.1 billion, a decrease of 8 
percent from 1956. Consolidated obligations offered during the year 
aggregated $1.5 billion, substantially the same as in 1956. 

Membership in the Federal Savings and Loan Insurance Corpora- 
tion increased by 123, reaching 3,723 at June 30, 1957. Members’ 
assets increased by 14 percent to $42.1 billion. Their reserves and 
undivided profits increased by 16 percent to $2.8 billion. 
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LIABILITY OF FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


The Corporation’s insured liability at June 30, 1957, was $36.7 
billion, an increase of 14 percent from the previous year. 

Mr. Tuomas. The Insurance Corporation has a liability of about 
$36.7 billion. What are the assets of the Insurance Corporation? 

Mr. HussBanp. $286 million as of December 31. 

Mr. Tuomas. And you intend to get it up to 5 percent of the 
reserves of all the members associations, and on that basis you will 
get up there in about 69 years, 8 months, and 13 days from now. 

Mr. Hussanp. About that time, I think. 

Mr. Tuomas. Excuse me for interrupting you. Go ahead. But 
seriously, if the country gets in trouble—which it is not going to do, 
not too seriously—and we have a repetition of things we have seen 
in former days, and you are called on not once a day but 2 or 3 times 
a day to come to the rescue of some of these things, what are you 
roing to do for money, Doctor? Your $286 million will not last very 
ong, will it? 

Mr. Hussanpb. We have to remember that over and above our cush- 
ion of $286 million our insured member institutions have a cushion in 
their own right of $2.8 billion. So they have to use up that primary 
cushion of $2.8 billion before they can get to our final reserve of $286 
million of assets. 

Mr. Tuomas. Looking at what the Corporation is holding and 
looking at what the members are holding, those are two separate 
organizations. Even though you are the second dike against the 
flood, the second dike looks like it is depending on the first dike. 

Mr. Husspanp. Well, I wish it were more, but it has worked so far 
without any difficulty. 

Mr. Tuomas. On an ascending market, however. 

Mr. Huspanp. Yes, sir. 

Mr. Tuomas. Suppose you get a descending market? 

Mr. Huspanp. It is likely we will not have a repetition of the thirties 
on the same scale, at least, because one of the reasons you got into 
difficulty in the thirties, was that when one institution failed others 
went right down with it. Now we would stop the first few institutions 
then the others will not go down because we will have held the line of 
confidence. It is like a fire-insurance company or a life-insurance 
company. If everybody’s house burned at once and everybody died 
at once, the insurance companies would go broke. 

Mr. Tuomas. That is true, but the insurance companies have bigger 
reserves to back up their liabilities than you have. 

Mr. Huspanp. Yes, if you consider only our own reserve, the life- 
insurance and fire-insurance companies are in a better position. 

Mr. Tuomas. I know all of you on the Board have been giving us 
some help, but each year I am impressed with what theoretically can 
happen to that small reserve. In my opinion the legislative committee 
and the Board ought to do something about it. We look around and 
say, “Everybody is protected here’ and so forth and so on, but in the 
end there is net too much protection in your own right in that second 
dike. 

Mr. Huspanp. One thing that brought it about was back in 1950 
when the Congress, contrary to the Board’s recommendation at that 
time, voted a decrease in the premium rate, which cut down one-third 
of our premium income. 
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Mr. Tuomas. Yes. Associations all over the country were scream- 
ing their heads off, and that was in a period of lush days, and of course 
all of us have short memories, you know. You should remind the 
legislative committee in no uncertain terms that history repeats itself 
and that your reserve is accumulating very, very slowly. You have 
these national banks all over the country screaming—and perhaps 
they have some good grounds for screaming. The record shows you 
are growing by leaps and bounds, and there must be some good reason 
for that, and the banks say you are growing because you do not pay 
any taxes. You are looking the facts of life in the face, and it is just 
as well to recognize them when you see them. Banks can make a good 
case against the Corporation if they ever wanted to take it to the mat. 
I throw that out for what it is worth. 

Mr. Rossrtson. I should like to see the reserves higher. There is 
no question about that. 

Mr. Tuomas. There ought to be no doubt about it, and there is 
only one way to get them higher, is there not? 

Mr. Rosertson. There is only one way to get them higher rapidly, 
and that would be to increase the premiums. 

Mr. Tuomas. Excuse me. Go ahead. 

Mr. Roserrson. I shall go back. 

The Corporation’s insured liability at June 30, 1957, was $36.7 
billion, an increase of 14 percent from the previous year. At the same 
date its reserve for insurance losses was $229 million, an increase of 
16 percent for the year. The Corporation’s insurance losses from its 
beginning to date have been $5,241,000, approximately 2.2 percent of 
cumulative net income in the same et 

As of June 30, 1957, the Insurance Corporation had retired $59 
million or 59 percent of its original capital stock, held by the Treasury. 
An additional $16 million was retired early in the current fiscal year 
leaving approximately $25 million still to i retired. The remaining 
capital stock is expected to be fully retired by July 1959. 

The Corporation paid to the Treasury in July 1957, $1.1 million 
as a return on its capital stock for fiscal 1957. This payment, based 
on the average cost of money to the United States Treasury, brought 
the total return paid on its stock to $42.2 million. 

Mr. Tuomas. You mean over and above the interest charge? 

Mr. Rosertson. No. That is the language they use. That was 
what was paid actually as interest on the capital steck. 

In fiscal 1958 and fiscal 1959, we expect upward climb of total assets, 
new savings, reserves, and surplus to continue. In the field of savings, 
the savings and loan business is conscious of its responsibility for 
stimulating the volume of savings necessary to meet future require- 
ments and to sustain a desirable eal of investment. The continuing 
major challenge which the savings and loan business is attempting to 
meet is that of increasing substantially the number of new savers and 
the volume of dollars saved. The business hopes to substantially 
increase its volume of savings in the current fiscal year and in 1959. 

The agency budget estimates, as you know, are submitted as busi- 
ness-type budgets on an accrual expenditure basis. They are sub- 
mitted in three parts consisting of: 
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Unit Employees Estimate 
ee BAe BeOS oa sins dntbnp crisp cst mccbeD Cah amcamad wn 192.9 $1, 600, 000 
TORO OF Sein 5 iccck Sy decent cednthr kadehasnbiinicwcked 671.0 6, 343, 000 
Federal Savings and Loan Insurance Corporation. ..........-.....-...-..-.- 95. 6 720, 000 


badandcgaudcbesnbhs snes ace dinsdguabuwehebbauiedtdahdbbbeelnignie se 959. 5 8, 663, 000 


The estimates are based upon the need for strengthening the staffs 
where necessary to handle the increasing workloads and to maintain 
operations in a current status. They are based on the assumption 
that there will be no basic change in economic conditions during the 
budget year. 

The estimates provide for increases in manpower and in dollars. 
The increases, necessary because of heavier workload demands, are 
justified in detail in our submission. However, we should like to 
comment briefly on one item included in the estimate of the Board and 
staff services, which is the item of rents and utility services. This 
item includes $143,000 for the payment in 1959 for office space occupied 
by the Board in the District of Columbia. 

Section 306 of the Government Corporations Appropriation Act 
of 1948 required all wholly owned Government corporations occupy- 
ing office space at the seat of Government to pay such rental thereon 
as determined by the Federal Works Administrator. Under this act 
the Insurance Corporation pays rent for the space it occupies, but 
the Board, not being a corporation, has not been required to pay 
rent. Since the passage of the act, the General Accounting ce 
has included recommendations in its annual reports to Congress on 
the audit of the Federal Home Loan Bank Board that the Board 
pay rent for the quarters it occupies here in the District. The 

ureau of the Budget has concurred in this view. The Board has 
taken the position that it has no objection to paying rent but that 
there might be a question as to its legal authority to do so. To 
clarify this situation, there has been included a provision in the 
appropriation language which, if approved by Congress, would 
authorize the Board to pay rent. There is also included $143,000 
in the estimate for the payment of such rent. The amount, if ap- 
eg by Congress, asa represent additional income to the United 

tates Government rather than expense. 

Thank you, gentlemen, for the opportunity of making this state- 
ment, ak my associates and I shall be pleased to answer any ques- 
tions you may wish to ask. 


CHANGE IN ECONOMIC CONDITIONS OF THE COUNTRY 


Mr. Tuomas. Mr. Chairman, in looking over the justifications 
here—and there is quite a wealth of good valuable tnhiernation in 
them, and they are well prepared—you use the statement several 
times that the justifications are based upon the assumption that there 
would be no change in the economic level of the business community 
throughout the year. These justifications were prepared in July and 
August and September of last year; were they not? 
Mr. Corcoran. That is right. 
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Mr. Tuomas. Do they hold good as of today? You have had 
certainly a decided change since last July or August in the economic 
condition of the country? 

Mr. Rosertson. Yes; but I do not believe the change has been 
such as to warrant our changing our justifications. 

Mr. Tuomas. The change has not been sufficiently serious or large 
enough to change your justifications in any respect? 

Mr. Ropertson. Not radically; no. 


HOUSING STARTS 


Mr. Tuomas. What about economic conditions with reference to 
the home-building industry, the outlook today, say against the outlook 
this time last year? How many new housing starts did you have in 
calendar year 1957 and how many do you anticipate in 1958? We 
will go from there. 

Mr. Ropertson. The best figure we have for 1957 is 1,039,200. 

Mr. Tuomas. Is that the generally accepted figure, 1,039,000? 

Mr. Rozertson. I would say so. I suppose it would be subject to 
some adjustments, but it is the best figure we have to date. 

Mr. Tuomas. Do all the housing people, you and FHA and Veterans 
and the private industry people use that figure? 

Mr. Hatianan. That would be our best figure. 

Mr. Tuomas. Is that the figure of the Bureau of Labor Statistics? 

Mr. Hatuanan. Yes. 

Mr. Tuomas. So it would be accepted by practically all the people 
in the industry? 

Mr. Hatuanan. I think so. 

Mr. Tuomas. What part of that is public housing? 

Mr. Hauianan. Roughly 49,000. 

Mr. Tuomas. You had about 1 million housing starts last year, in 
round numbers? 

Mr. HaianAn. 989,000, close to a million. 

Mr. Tuomas. What is your guess for the coming calendar year? 
What will be the number of starts? 

Mr. Rosertson. This is subject to my associate’s comments, but 
we would say about the same; we would think about the same for this 
coming year. 

Mr. Tuomas. What is the basis of your judgment? 

Mr. Ropertson. Well, there was a sag up to the middle of the 
year, as you recall, then starts began to pick up toward the end of the 
year. If the current level continues they should be about the same 
for this coming year. 

Mr. Tuomas. Is there an appreciable pickup now compared to 
August and September of last year? 

Mr. Hatianan. No. August and September normally, would be 
high start months. This is the low season, December, January, and 
February. On a seasonally adjusted basis, as Mr. Robertson pointed 
out, the last 6 months of 1957 were higher than the first 6 months of 
1957. I think most estimators in this field feel that 1958 will be at 
least as good as 1957. You will get your pickup, if any, in the latter 
part of this year. 


103 


EFFECT OF THE MONEY MARKET 


Mr. Tuomas. What is the status of the money market, and what 
part does the money market play in the housing field generally? 

Mr. Roserrson. The housing field feels the effect of changes in the 
money market. However, there is more of a lag in their effect on the 
mortgage market than on the short-term lending market. It does 
not go up as quickly nor does it come down as quickly. As you 
know, there has been a marked easing in interest rates in the last 2 
or 3 months, and we feel that this has at least checked the upward 
pressure that might have been felt earlier in 1957. 

Mr. Hatianan. There should be more money available for mortgage 
investment this year than in 1957. 


EFFECT OF INTEREST RATE 


Mr. Tuomas. Does the rate of interest have any appreciable 
bearing on the number of new starts when and if there is plenty of 
money available for home mortgages? 

Mr. HaLuanan. Yes, sir. It does not make any difference to our 
institutions, as you well know, because their sole investment other 
than Government bonds is in the mortgage field. So, actually, in 
respect to our institutions, interest rates would not be a factor, 
because they do not have alternative sources of investment. But as 
to those institutions that have alternative sources of investment, 
such as insurance companies and savings banks and commercial 
banks, the interest rate does have a bearing with respect to their 
investment policy. If there are other investments that they consider 
just as good, paying a higher rate of return, such as a high-grade 
corporate bond that requires no servicing and has a good rate of 
return, sometimes they lean to those fields as they did in 1956 and 1957. 

Mr. Tuomas. That is the investor. What about the borrower? 

Mr. Hartuanan. A high interest rate would tend to discourage 
borrowers. 

Mr. Tuomas. I am inclined to think that is true. However, you 
hear many people say it does not make much difference what interest 
rate you charge them so long as the money is available, that it does 
not make much difference whether the interest rate is 5 percent, or 
5% percent, or 6 percent, or 6% percent. I doubt that. Even though 
an increase of one-half of 1 percent sounds pretty low, when you 
look at it over a period of 20 years it is pretty large. 


FUTURE NEED FOR INCREASE IN NUMBER OF HOUSING STARTS 


Some of the interested people in housing assume there will be a 
housing boom in this country shortly. Does the Board put any 
credence in that assumption? 

Mr. Rosertson. Again this is entering the field of forecasting. 
We would expect that there will be a pretty constant demand at the 
rate of about 1 million houses a year in the foreseeable future. 

Mr. Tuomas. Most authorities say it will be in excess of a million, 
either 1.2 million or 1.3 million starts beginning in a couple years from 
now, due to family formations. Do you agree with that statement? 
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Mr. Hatuanan. I think you will have to go to the middle of the 
sixties, from 1965 on. I do not think there would be any question 
about the demand resulting from family formations, as you put it, 
because that will be the period when the so-called war babies reach 
maturity. 

Mr. Pain: They were born in the early forties. When do they 
become of age, 20 years, or 25 years? 

Mr. Hauxianan. Well, it seems that the young people are marrying 
younger than they used to. I think between 20 and 25, the larger 
proportion. I do not think there is any question that there will be 
that increase. 

Mr. Txomas. How long will it last? 

Mr. Hatxanan. Well, with that factor there are some other factors. 
For instance, there is a tendency to have larger families now, which 
requires in many cases new housing because the housing facilities are 
not large enough to support the current occupants; plus the popula- 
tion growth which all of the experts say we are going to experience. 

Mr. Tuomas. You are experiencing it every day now, there is no 
question about that. 

Mr. Hauuanan. That is right. 

Mr. Tuomas. What I am getting at, if you have new starts of 1 
million this year as you did last year, is this sufficient to take care of 
the vast increase in population that we are having today, not 5 or 10 
years from now but as of today? 

Mr. Hatianan. There is one thing for sure. You cannot build 
housing ahead of the demand. I think the basic characteristics of 
housing demand—leaving the general state of the economy out—are 
the amount of net new family formations; the number of houses 
that go off the market due to obsolescence; the number of housin 
units taken out of the market by slum clearance, urban renewal, an 
so forth; and the number of new units required to house a migrating 
population. Labor migration in this country, I think, has been 
a big factor in some areas in creating housing demand. It certainly 
has been in the South,.where a good many of the southern com- 
munities are becomin ciuntretinsd with either new industries coming 
in to meet the area demands for their production, or the transfer of 
their plants from locations in which they were previously situated. 
Those four factors influence the basic demand for housing at any 
given time. 

DEMAND FOR PUBLIC HOUSING 


Mr. Tomas. Most of the members do not find any diminution in 
the demand for public housing. That demand is ever present. 
What is the Board’s reaction to public housing? Is there an answer 
to it? Will there always be a need for public housing in this country? 
Can the Board offer a plan that will solve the public housing problem? 

Mr. Roserrtson. I would like Mr. Dixon to answer that. 

Mr. Drxon. I think there will always be a demand for public 
housing. That is my own opinion. I think that demand will never 
be fully met. 

Mr. Tuomas. With the various lending agencies, whether it is the 
Federal Home Loan Bank Board, the FHA, or any Government- 
guaranteed mortgage plan, do you think with those aids there will 
always be a sizable demand for public housing? 


105 


Mr. Drxon. I think so. 

Mr. Tuomas. What do you base your judgment on, Mr. Dixon? 

Mr. Drxon. It is just one of the economic facts of life. In my 
judgment there will always be a section of the population that will, for 
one reason or another, not be able to even qualify for the most liberal 
Government financed housing. I wish I could think otherwise, but I 
cannot bring myself to believe there will ever be a time there will not 
be a Sinaae for public housing. 

Mr. THomas. Private industry is not able to solve that problem, 
then? 

Mr. Drxon. I wish they could, but I cannot foresee it myself. 


PROGRAM HIGHLIGHTS 


Mr. Tuomas. At this point we will insert in the record the table on 
page 5 of the justifications. 
(The table referred to is as follows:) 


Program highlights 
[Dollars in millions] 


Federal home loan bank system 


DONE io iin Soaks ccrct ils digendnieh cael cts 
RE I LEE ea eS 
Mortgage loans 
I hii keds aos sitive sce epcaihg tiiasiaackciabiineaaeee eae ease aiained 
Regional banks: 
Advances outstanding 





Mr. Tuomas. There is some very interesting information here. 
The number of banks has grown from 4,469 in 1957 to 4,620 in 1959, 
an increase of about 80 or 85 a year. The assets have grown from 
$44,600 million in 1957 to $55,200 million in 1959. That is a lot of 
money, isn’t it? 

I believe I saw a figure in the justifications that you had in the 
neighborhood of 6,002 associations in the country, Federal and non- 
Federal, and that Dr. Husband’s crowd was insuring 5,200 of them. 
Is that right? 

Mr. Hussanp. 3,765. 

Mr. Tuomas. In other words, what part of the total number, 
Federal and State, are uninsured? And of course the uninsured ones 
are all State associations. 

Mr. Hussanp. A little less than 40 percent. 

Mr. Tuomas. That is the figure I remember, 40 percent. 


FUNCTION OF THE FEDERAL HOME LOAN BANK BOARD 


We will put the bottom half of page 5, page 6, page 7, and through 
page 9 in the record at this point. 
(The material referred to is as follows:) 


OUTLINE oF FUNCTIONS 


The three agencies under the Federal Home Loan Bank Board were created to 
serve the American public through savings and loan associations, cooperative 
banks, and other financial institutions engaged in the encouragement of thrift 
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and economical home ownership. They were established by Congress in the 
1932-34 period, when the depression had made it clear that the basic parts of the 
Nation’s financial structure needed additional secondary supports sponsored by 
the Federal Government on a permanent basis. 

For the protection of these two huge groups of Americans—the home seeker 
and the small saver and investor—the Federal Home Loan Bank Board carries 
out three primary obligations, through the following activities which it directs 
or supervises. 

Federal home-loan bank system.—The Federal home-loan bank system, con- 
sisting of 11 regional Federal home-loan banks strategically located throughout 
the country and their member savings and home-financing institutions, con- 
stitutes a network of reserve credit. The chief purposes of the System are to meet 
the seasonal and emergency credit requirements of its members and to maintain 
an adequate flow of home loan funds in every State. October 15, 1957, marked the 
25th anniversary of the opening of the regional banks. 

The regional banks, owned by their member institutions, do not deal directly 
with individuals. The great majority of the members are savings and loan asso- 
ciations, also known sectionally as cooperative banks or building and loan or home- 
stead associations. Included also in the membership are a number of savings 
banks and insurance companies. 

The scope of the Federal Home Loan Bank System is indicated by the fact 
that the combined resources of its member institutions now total almost $45 
billion and that in fiseal year 1957 they made home loans amounting to nearly 
$10 billion. 

Located in most cities, suburban areas, and towns throughout the United 
States, the member institutions of the Federal Home Loan Bank System serve 
26 million people, mostly families, including savers, investors, and home-loan 
borrowers. 

Federal Savings and Loan Insurance Corporation——The Federal Savings and 
Loan Insurance Corporation insures, up to $10,000 each, savings accounts in 
approved savings and loan associations and similar institutions. It was organized 
in 1934 as a further protection for savings and to promote a new flow of funds 
into associations where such funds would be available at moderate cost for the 
financing of homes. 

All insured institutions are members of the Federal Home Loan Bank System. 

Federal savings and loan associations —The creation of Federal associations was 
authorized by Congress in 1933 to provide for additional local thrift institutions 
where people may place their savings and/or obtain loans to finance their homes. 
In their charter and form of organization, Federal associations embody the most 
modern practices developed by savings and home-financing institutions during 
their long history in this country. 

All Federal savings and loan associations are required to be members of the 
Federal Home Loan Bank System and to carry insurance of their savings or 
share accounts through the Federal Savings and Loan Insurance Corporation. 

Included among Federal associations, consisting of 1,757 privately owned, local, 
mutual institutions, operating under charter, examination, and supervision by 
the Federal Home Loan Bank Board, are both those newly organized by local 
citizens since 1933 and those already established local institutions which elect 
to transfer from State to Federal charter. Their combined resources total 
almost $24.4 billion. Federal savings and loan associations are in operation in 
every State and in the District of Columbia, Hawaii, Alaska, and Puerto Rico. 


INTRODUCTION 


The Federal Home Loan Bank Board is primarily a regulatory and supervisory 
agency in the savings and home-financing field. It also issues charters for Federal 
savings and loan associations, and insures savings accounts in Federal savings 
and loan associations and in approved State-chartered savings or building and 
loan associations and associations of the savings and loan type. 

The 1959 budgets of the Federal Home Loan Bank Board, Division of Exami- 
nations, and Federal Savings and Loan Insurance Corporation are based on the 
(1) need for strenthening both operations and staffs where necessary and maintain- 
ing operations in a current status, (2) Board’s policy of efficiency with economy in 
all its operations, and (3) assumption that there will be no basic change in economic 
conditions during the budget year. 

The size and business activity of the institutions supervised by the Board 
reflect the great and rapid rate of growth of the savings and loan business in recent 
years. This rate of growth has its impact on the workload and responsibilities of 
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the Board. The following table relating to member savings and loan associations 
shows the number, assets, loans made during year, and net inflow of savings at 
June 30 of the years indicated; it also shows the increases for the period in dollars 
and also percentagewise: 

[ Dollars in billions] 


| ; 
Description | Fiscal 1954 | Fiscal 1957 | Increase Percent 


over 1954 | 


$$$ | —____. 


Number of member savings and loan associations- - -- -_| 4, 147 4, 441 294 | 7 
Total assets at June 30. . cal $27.6 $44.1 | $16. 5 60 
I.oans made during year } 7.7 | 1 $10.0 $2.3 | 30 
Net inflow of new savings : etal $3.9 | $4.8 | $0.9 | 2 


! Represents 36 percent of the Nation’s residential financing. 


This upward trend reflects the constantly increasing confidence of the savings 
public in the savings and loan business. This trend is expected to continue. A 
continuation of the current rate of growth of the savings and loan business for 
another 5 years will make it a $75 billion business. Thus, it will continue to 
play an increasingly important role as a major segment of the financial structure 
of the economy. 

Resulting from this continued growth, the workloads of the Board, Division of 
Examinations, and Insurance Corporation are constantly increasing, necessitating 
increases in personnel and in other expenses. The estimates for 1959 make what 
is considered appropriate provision for currently handling the increasing workloads. 


SUMMARY 
The budget programs of the Federal Home Loan Bank Board and the Federal 


Savings and Loan Insurance Corporation are presented as business-type budgets. 
A comparative summary of the estimates follows: 


Comparative summary of positions and man-years 





Actual, 1957 | Estimate, 1958 | Estimate, 1959 
Unit Sta iinet ghee: aaa ae eee ie ie See ee 

Positions! Man- | Positions Man- | Positions Man- 

years | | years years 
Board and staff services... | 159 147.1 170 165. 0 200 192. 9 

Federal Savings and Loan Insurance Cor- | 

poration 87 78. 1 96 88. 1 105 95. 6 
Division of Examinations 533 483. 6 663 628. 1 710 671.6 
Total 779 708. 8 929 881.2 1,015 959. 5 


Comparative summary of expenses 


1957 actual | 1958 estimate | 1959 estimate 


Administrative expenses: | 


Board and staff services ; $1, 028, 205 $1, 250, 000 $1, 600, 000) 
Federal Savings and Loan Insurance Corporation | 572, 159 | 675, 000 720, 000) 
Total : ; | 1, 600,364 | —-1, 925, 000 | 2, 320, 000 
Nonadministrative expenses: Division of Examinations_ -_____| 3, 998, 065 5, 496, 400 | 6, 343, 0005 
EE os =o cane = ence 

| 
UE. - onceredachcie inh natnatonshnetiniiendinc animations 5, 598, 429 | 7, 421, 400 &, 663, O00 

| | 





BOARD AND STAFF SERVICES 


The estimate presented for the Board and staff services covers the requirements 
of the Board and the staff units which report to the Board in the supervision and 
direction of the programs under its jurisdiction, and in the rendering of certain 
common services to the Insurance Corporation and the Division of Examinations. 

A comparison of the estimate for 1959 with the amounts for fiseal years 1958 
and 1957 is shown in the following table: 











Actual, Estimate, Estimate, 
1957 1958 1959 

IEE cui cbis nl gink bh bickvokicwss scx actldkmnsuian hase cl 159 170 200 
I a a i a Ne ee 165.0 192.9 
Net personal services $1, 094, 883 $1, 273, 957 
Other expenses 220, 117 391, 043 

Subtotal 

Less reimbursements_ » in po * Ce 000 
Total administrative expenses 1, 250, 000 1, 600, 000 








As shown above, the Federal Home Loan Bank Board requests authority to 
spend up to $1,600,000 for administrative expenses in 1959. This amount is 
$350,000 more than the amount currently authorized. 

The increase is made up of $179,074 in personal services and $170,926 in other 
expenses. The estimate provides for an increase of 30 positions or 27.9 man- 
years, bringing personnel to a total of 192.9 man-years. 

Personal services.—The need for the 30 new positions is outlined in the respec- 

tive departmental justifications of the offices and divisions involved. 
' Other expenses——The major portion of the increase in other expenses is in the 
item of rents and utility services, $143,000. There are also increases in the items 
of travel, $8,050; communication services, $955; equipment, $5,037; and grants, 
subsidies, and contributions, $13,120. Justification of the need for the increases 
in the items shown, as well as justification of all other items included in other- 
expenses category, will be found beginning on page 53. 

Reimbursements —A summary table showing reimbursements for the 3 years 
included in the budget will be found on page 59. 


SUMMARY OF ADMINISTRATIVE EXPENSES 


Mr. Tuomas. We will also insert in the record at this point the 
table on page 31 of the justifications. 
(The table referred to is as follows:) 


Comparative summary of administrative expenses, fiscal years 1957, 1958, and 1959 


Actual, 1957 | Estimate, Estimate, 
1958 1959 





Other expenses 
aiid ain pecendennsesehennuntuteonngtinismensine $38, 965 $46, 950 $55, 000 
EE Oe Le 291 595 57! 
CUEREONSREID BOE VON. 50 nce c cen cncnescaseosces 28, 496 30, 505 31, 460 
Pes NS Ey GEE VIIND.. on ono hic cc cnennces-- eal 3, 324 3, 420 146, 420 
Printing and reproduction..........................-- eo 143 3, 000 3, 000 
Other contractual services... ...........-........-...-...- 6, 671 7, 525 7, 700 
Services performed by other agencies................--. 5, 163 7, 307 7, 815 
nn i mncnthinncncsoatioamheaneatonbecs 46, 684 48, 845 48, 841 
ie eee hatin kaweounitinnsewesepnainacn 1, 848 3, 800 8, 837 
Grants, subsidies, and contributions..................---- 0 67, 880 81, 000 
Refunds, awards, and indemnities_...................-.-.- 0 0 100 
nn ns nnn mnnedadénsoosersestbdes 379 290 300 
I si ilk iam nncaianaskeccnopetapearn 131, 964 229, 117 391, 043 
ih erm equi neseliennetiiaain diate 1, 100, 064 1, 315, 000 1, 665, 000 
Reimbursements from other accounts_............-.......-..- 71, 859 65, 000 65, 
id hncmincniinditensnccesineeonausbcdusces= 1, 028, 205 1, 250, 000 1, 600, 000 


SCOPE OF FEDERAL HOME LOAN BANK SYSTEM 


Mr. Tuomas. Here is a statement on page 6, paragraph 2, that is 
worthy of repetition: 
The scope of the Federal Home Loan Bank System is indicated by the fact that 


the combined resources of its member institutions now total almost $45 billion and 
that in fiscal year 1957 they made home loans amounting to nearly $10 billion. 
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What part of the total industry is that, about 36 percent? Is that 
the figure you use? 


Mr. Rosertson. Yes, sir; 36 percent. 


HOME BUILDING INDUSTRY 


Mr. Tuomas. I thought the home-building industry in this country 
was about a $15 billion business, and if that is true my figure is wrong 
or else yours is. 

Mr. Hatuanan. This would cover both new financing and financing 
of existing homes. 

Mr. Tuomas. For repairs? 

Mr. Hauuawan. Yes. 

Mr. Tuomas. What is the total value of the home-building business 
per year? Almost everybody says it is about $15 billiona year. That 
is not true, then? 

Mr. Hauiawan. For new construction 

Mr. THomas. We are talking about the whole home-building 
business. 

Mr. Havtagan. It runs about $28 billion, [ think. ° 

Mr. Tuomas. It is bound to. The figure of $15 billion as com- 
monly used is not an ample figure nor an accurate figure; is it? If 
you include the remodeling, repairs, new construction, and whatnot, 
it is not a $15 billion a year business; is it? What is the average cost 
of new houses, new starts, if you have a million new starts? Is it 
$13,000 or $14,000? 

Mr. Hauuanan. Yes, sir. 

Mr. Tuomas. That is $13.5 billion right there. 

Mr. Huspanp. In 1956, of all kinds, it was $27 billion. 

Mr. Tuomas. And for this year it will be 15 or 18 percent more 
than that, will it not? 

Mr. Hauuanan. For this current year? 

Mr. Tuomas. No; it will not be that much. You have an increase 
in cost. It will be around $30 billion. But the figure commonly 
used in the home-building industry is that it is about a $15 billion a 
year industry, which is about 50 percent short of being accurate, isn’t 
its 





FINANCING OF FEDERAL HOME LOAN BANK BOARD 


The Board has a tremendous responsibility. It has 11 regional 
banks that it supervises, and then it has its own Division of Examina- 
tions and the Federal Savings and Loan Insurance Corporation, all 
of which come under the direct jurisdiction of the Board. 

How does the Board pay its expenses? These are not appropriated 
funds we are dealing with, the $8 million you seek, which is about $1 
million over last year. These funds come from various banks and 
building and loan associations, and so forth. How do you raise this 
$8 million? 

Mr. Rosrrtson. For the Board, that is stated precisely on page 10 
* our justifications; it is raised by assessments against the 11 district 

anks. 

Mr. THomas. Well, you do not tell exactly how you raise it, and 
that is what I want to know. You say: 


The Federal Home Loan Bank System comprises the 11 regional Federal 
home-loan banks and their 4,469 member institutions. Membership in the Sys- 





aoa 
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tem through the years increased from 2,080 in calendar year 1933 to 3,951 in 
calendar year 1938. 

Mr. Ropertson. $784,000 of the estimate for 1959 will come from 
the regional banks. 

Mr. Tuomas. I understand. What I am trying to get is a more 
detailed statement. You estimate you will receive from regional 
banks by assessments $784,000 in 1959 against $612,500 in 1958. 
There are 11 regional banks that will come up with an increase of 
about $170,000 over last year. 

The Federal Savings and Loan Insurance Corporation will come 
up with about $140,000 more in 1959 than in 1958—$656,000 in 1959 
against $512,500 in 1958. 

The Division of Examinations will come up with $160,000 in 1959 
against $125,000 in 1958. What | am trying to get you to do is to 
break those figures down. 

Mr. Hatianan. In percentage figures? 

Mr. Tuomas. How do you get $784,000 out of the 11 regional 
banks? How is it possible for the banks to pay that? 

Mr. Hatianan. The banks have three sources of income: The 
interest income they receive through the lending of their capital to 
member institutions and from investment in Government obligations; 
the interest income which they receive from the investment of deposits 
by member institutions; and the interest income they receive from the 
investment of the proceeds of obligations which they issue in the 
money market. 

Against that, they pay dividends to member institutions on capital 
stock; they pay interest to member institutions for deposits which 
they have in the regional banks; and, of course, the banks themselves 
pay interest for the money that they raise in the open market. 

Mr. Tuomas. What is the break in the interest it pays and gets 
on the money it borrows? What is the break; one-quarter of 1 
percent? 

Mr. Hauxanan. It isa little less than that. Let me put it this way, 
Mr. Chairman. The cost to the banks for their borrowings in the 
market today is about 4.44 percent, and what they charge their mem- 
bers for advances will vary from bank to bank, but it will be, roughly, 
from 4 to 4% percent. 


CAPITAL STOCK OF FEDERAL HOME LOAN BANKS 


Mr. Tuomas. Let me read this paragraph from page 16 of the 
justifications in the record. It is a good one, dealing with capital 
stock : 

The United States Government provided the original capital of the banks by 
investing, over a period of years, $124,741,000. 

Is that figure correct? 

Mr. Rosertson. Yes, sir. 

Mr. Tuomas. What rate of interest were the banks paying the 
Treasury? The current rate of interest? This was not one fell 
swoop loan; this was over a period of years. So, the interest might 
have been 2%, 2%, or whatever the current rate was. You state: 

As of July 2, 1951, the Government’s investment had been fully repaid. All 


the capital stock of the banks, which on June 30, 1957, amounted to $668,399, 150, 
is now owned entirely by the member institutions. 
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That is a pretty good record, isn’t it? 

Mr. Hatuanan. Yes; it is. 

Mr. Tuomas. And you earned all that money? 

Mr. Hatianan. No, sir. Most of that, Mr. Chairman, is in the 
form of capital stock. Kach member institution 

Mr. Tuomas. Had to take out so much capital stock, and you took 
that money to pay the Treasury back? 

Mr. Hauianan. Yes. 

Mr. Tuomas. How much do you owe the Treasury now? 

Mr. Ropertson. Nothing. 

Mr. Tuomas. How much do you owe your stockholders, the build- 
ing and loan associations and so forth? 

Mr. Rosertson. $668.4 million at June 30, 1957. 

Mr. Tuomas. Where is that table? 

Mr. Rossrrson. It is on page 2 of my statement and it is also in 
next to the last paragraph on page 16 of the justifications. 

Mr. Tuomas. You state: 





It will be oserved that the amount of consolidated obligations of the banks out- 
standing at June 30, 1957-($738 million) is $191.2 million or 21 percent less than 
the amount outstanding | year ago. 

You owe $738 million to your member associations? 

Mr. Ropertson. No, sir. That is owed to the public. 

Mr. Tuomas. It is not owed to your member associations? 

Mr. Roperrson. No, sir. 

Mr. Tuomas. How much do you owe them? 

Mr. Rosertson. $668,399,150 in capital stock. 

Mr. Tuomas. So your total liability is about $1.3 billion? 

Mr. Hatianan. It is a little more than that because in addition 
to that the banks have currently about $580 million of the members’ 
money on deposit with them. So it would be the 3 items, the 
capital stock, public borrowings, and the deposits which they have, 
about $2.1 billion. 

Mr. Tuomas. And that liability is the liability of all 11 banks, 
and is it also the liability of all your associations? 

Mr. Corcoran. No, just the banks. 

Mr. Hatianan. I do not know that you would want to put capital 
stock in the liability column for that purpose, Mr. Chairman. 

Mr. Tuomas. What is good for one is good for all. It is a commu- 
nity proposition with the 11 banks, but it does not trickle down to 
the 4,600 building and loan associations. The liability of each of 
those associations is its own separate and distinct liability? 

Mr. Havvanan. That is right, but the banks’ investment in all the 
advances they have made to their member assoc iations, which is 
roughly $1.2 billion at the moment, would be supported by notes 
and collateralized in many instances by mortgages, so the member 
institutions would be liable on all the advances which they secured 
from the member banks. 


EARNINGS OF THE HOME-LOAN BANKS 


Mr. Tuomas. It is a cinch the member banks will make at least 
$784,000 in 1959. How much more than that will they make and 
how will they make it? They will borrow money and loan money, 
and they will loan it at a higher rate than they borrow it; is that right? ? 

21543—58—pt. 1—_—8 
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Mr. Rosertson. And they also have the income on their capital- 

I am not sure that your first question was answered to your satisfac- 
tion. You asked how: the regional banks ~were-going to-pay this 
assessment. We are asking them for $784,000 in 1959. The earnings of 
the district banks in 1956 were $16,763,000; in fiscal 1957, $19,643,000; 
and in 1958 they will be still larger. So that the growth in earnings—— 

Mr. Tuomas. Where is that table showing the banks’ earnings? 

Mr. Ropertson. That is on page 17. 

Mr. Tuomas. You mean the net income? 

Mr. Rosertson. Yes, sir. 

Mr. Tuomas. $16,763,000 as of June 30, 1956? 

Mr. Ropertson. Yes. 

Mr. Tuomas. And $19,643,000 as of June 30, 1957? 

Mr. Rosertson. Yes. 

Mr. Tuomas. How will these 11 banks earn this $19,643,000? 
‘What will be the source of that income? 

Mr. Rosertson. They have a substantial amount invested in 
Government bonds. Then they have their advances to their members 
at rates slightly higher than the money costs them, and the difference 
is their income. 

Mr. Tuomas. What do they pay for the money and what do they 
charge the members? 

Mr. Hauuanan. For the first 9 months of 1957 the operating income 
on advances—those are loans made by the banks to their members— 
was $28.5 million. Their income from securities which they owned 
was $22.7 million. 


RATE OF INTEREST CHARGED TO MEMBER ASSOCIATIONS 


Mr. Tuomas. What rate of interest do they charge the members? 

Mr. Hauuanan. It will run from 4 to 4% percent. Each bank does 
not charge the same rate of interest, Mr. Chairman. 

Mr. Rosertson. And they vary—I was going to say almost from 
month to month, but that is not quite true. 

Mr. Tuomas. And from location to location? 

Mr. Rosertson. Yes. They are here in a statement as of Sep- 
tember 30, 1957. 

Mr. Hatianan. As of October 18, 1957, in our Boston bank—and 
these rates are going down—the rate on advances was 4% percent. 
In New York it was 4% and 4% percent. In Pittsburgh it was 4% 
and 4 percent. In Greensboro it was 4% percent. In Cincinnati it 
was 4}; percent. In the case of the Cincinnati bank the current 
interest is 4 percent. In Indianapolis it was 4 percent. In Chicago 
it was 4% percent. In Des Moines it was 4 percent. In Little Rock 
it was 4 percent. In Topeka it was 4% percent. In San Francisco 
it was 4% percent and 5 percent. 

Mr. Tuomas. I wonder if you will be good enough, at this point in 
the record, to insert a statement showing the rate of interest for the 
third and fourth quarters in your 11 regional banks, the interest they 
were paying on the money that they were borrowing, and the interest 
they were charging to their various member building and loan asso- 
ciations. 

(The information requested is as follows:) 
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Federal home-loan banks 
RATES OF INTEREST COLLECTED ON ADVANCES TO MEMBERS 
[For periods indicated] 









July 15, Aug. 15, Oct. 15, Nov. 15, Dec. 
1957 1957 


1957 1957 1987 





Prat Percent Percent Percent 
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WEIGHTED COST OF CONSOLIDATED OBLIGATIONS OUTSTANDING 
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Mr. TxHomas. What would you say the average break is between 
what they pay for the money and what they loan it to the associations 
for? Is it one-quarter or one-eighth? 

Mr. Hatianan. It might be one-quarter or one-eighth below or one- 
quarter or one-eighth above. I think the total borrowings were about 
$800 million. Right at the moment the total borrowings are $807 mil- 
lion. The cost on that $807 million is 4.44 percent. e banks have 
about $680 million of paid-in capital stock which costs them, com- 
puting the dividends that they pay on it, from 2 to 214 percent. That 


1s why I say it could be below or above. Most of them are fairly close 
to the cost. 


DETERMINATION OF INTEREST RATE CHARGED TO MEMBER ASSOCIATIONS 


Mr. Tuomas. Do your regional banks attempt to go beneath the 
current prevailing interest rate in these high interest rate areas, or do 
they follow the tide? What influence do the have in a high interest 
rate area? Do they follow the tide or do they attempt to hammer 
down the interest rate? 

Mr. Hatianan. The rates which the banks charge are influenced 
mostly by the cost of the money to them. That is the factor that has 
the greatest influence. 

r. Tuomas. Take a cheap money market like the Boston area and 
the New York area. Those are the areas where you have the cheapest 
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money in the United States. Then go down to the Pacific and Seuth- 
west areas where you have the highest money cost in the United 
States. Your member banks for all practical purposes are one entity. 
The assets of one, for all practical purposes, are the assets of the other ; 
and the liabilities of one, for all practical purposes, are the liabilities 
of the other. Is that reflected in the system ? 

Mr, Hatuanan. No, sir. 

Mr. Tuomas. Why not? 

Mr. Hatitanan. When I read over those current lists of interest 
rates, those were as of October 1957. The rate which is being charged 
by the Boston bank was 414 percent, whereas the rate charged by the 
Little Rock bank, for instance, which would be near Texas, and Louisi- 
ana, was only 4 percent. 

You go out to the west coast, the San Francisco district, which is 
the entire west coast, the rate was again 414 percent and 5 percent. 

The reason for that basically would be this: For instance, the differ- 
ence between Little Rock and the San Francisco district is this: The 
San Francisco bank had borrowed a considerable amount, had sub- 
scribed for a considerable amount, of our borrowings, so the cost of 
the interest which they charged on their advances were weighted 
greater by the cost of money, than was the case in Little Rock. 

In other words, Little Rock advances to its members were not as 
high. 

Mr. Tuomas. In other words, what you are saying adds up to this: 
In the San Francisco bank they charged all the traffic would bear. 

Mr. Hatxianan, No, sir. For instance, the cost of this money, the 
weighted cost of this money 

Mr. Tomas. How did it help the people of San Francisco to have 
your local bank there go to Boston and New York and get cheap 
money / 

It is not reflected in the rate they pay themselves on the Pacific 
coast, isit? How dothe people benefit by that system ? 

Mr. Hatianan. They benefited because they had a system that was 
able to lend them this money. That is No. 1. 

Mr. Tuomas. Your theory is that they would not have gotten it at 
all. They would rather pay 514 percent than not have any at all? 

Mr. Hatxanan. That is right. 

Mr. Tuomas. That is a poor reason, is it not? 

Mr. Hau.ianan. If you have to rely on the money market, as our 
system does, for some of the funds which it relends to its members, 
you have to pay the price which the money market requires. 

As I say, if the San Francisco bank members were not borrowing 
anything, the rate which the San Francisco bank would charge them 
would probably be about 21% or 3 percent. However, because they had 
a demand for funds in that area, and to meet that demand, the bank 
had to go out into the money market and borrow the funds. 

Then the interest costs which it had to pay on the funds it received 
from the money market became a larger factor in computing the inter- 
est rate which they had to charge their members. 

Mr. Tuomas. Yes, but here is a Federal institution set up by the 
Federal Government and regulated by the Federal Government. It 
sets up a system which permits that system to go into a cheap money 
area and get money, and yet when you go back into the high money 
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area which it serves it does not give the people of the high money area 
the benefit of the cheap money area. 

Mr. Hatnanan, Yes, sir. Mr. Chairman, we secure our funds in 
the money market which is supposed to reflect the cheapest cost of 
money that you can borrow, in which all of our banks pledge their 
assets for repayment. 

Let me put it another way. Let us assume that in the month of 
January we refinance $86 million of system obligations. 

If the San Francisco bank were the only borrower, in other words, 
if they were the primary obligor on that $86 million, they would receive 
the benefit of the joint liability of all of our 10 other banks as security 
for those obligations, so they are not just pledging the assets of their 
particular bank behind the $86 million which we borrowed in this 
current month of January, but the assets of our entire 11 banks are 
pledged for the repayment of that $86 million. In this case the San 
Francisco bank gets the benefit of money at its cheapest cost. 

Mr. THomas. Have you had any Treasury loans recently from the 
Federal Treasury ? 

Mr. Hatitanan. We never have had, Mr. Chairman. All our bor- 
rowings have been in the open market. 

I would like to show you how the interest cost will go down in the 
case of San Francisco. 

In September of 1957, September 16, 1957, we financed $191 million. 
In other words, we sold $191 million of our obligations in the money 
market. The cost, the interest rate on those obligations, was 4.6 
percent. 

In January we financed $86 million in the money market, sold that 
amount of obligations, and the interest cost on that was 3.3 percent. 
In other words, there was a 28 percent reduction in the cost of money. 

The banks who participated in the January 15 financing, if they 
were rolling over a previous participation, then the effective cost to 
them of money was reduced. In other words, if the San Francisco 
bank was a participant in the 

Mr. Tuomas. They got a little cheaper money than they did earlier? 

Hr. Hauianan. That is right. Our rate will go down and the rates 
of the member banks will. 

Mr. Tuomas. You don’t set interest rates for the member banks, 
do you? 

Mr. Hatitanan. No, sir. They like to keep as close to economical 
operation as they can and charge the least rate they can to their people. 





PERSONAL SERVICES 


Mr. Tuomas. The Board had 159 employees in 1957, 170 last year, 
and you want to go up to 200 this year, an increase of 30. We will 


? 


insert page 33 in ‘the record at this point. 
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(P. 33 of the justifications follows :) 


Statement reflecting professional and clerical positions by organizational units for 
fiscal years 1957, 1958 and 1959 


Actual, 1957 | Estimate, Estimate, 
1958 1959 
Division of FHLB operations: 
a 5 tk pce eh be eunaiatiglaieaibrs 
Clerical 


Comptroller’s Division: 
Professional 
Clerica 


Division of Supervision: 
Pre a 


lerica! 


Office of the General Counsel: 
Professional 
Clerical 


Summary: 
ee tes N | Sikes names 





Mr. Tuomas. You have a division of FHLB operations, 8 profes- 
sional and 6 clerical, or 14 people against 13 last year. 

In your Comptroller’s Division you have 21 against 18 for last 

ear. 
* In the Division of Supervision you have 41 against 31. What does 
that division do? 

Mr. Rosertson. That is the division which analyzes the examina- 
tions reports, undertakes to make any corrective measures that are 
indicated. It is really the heart of our supervisory and regulatory 

stem, 

_ The examiners gather the facts, the Division of Supervision analyzes 
them. 

Mr. Tuomas. You have an increase of seven in the professional 
staff in the Division of Supervision. 

What about the legal staff which jumped from 26 to 31? 

Mr. Cretcuton. We have 13 lawyers. 

Mr. Tuomas. The increase of five will be lawyers? 

Mr. Creteuton. Three lawyers and two clerical. 

Mr. Tuomas. Give us your green sheets on the Office of the Gen- 
eral Counsel, please. Do you have them available? 

Mr. Corcoran. Not for the Office of the General Counsel, sir, We 
have a justification on page 51. 

Mr. Tuomas. Have you the green sheets on the professional posi- 
tions? Youhave 76 as against'88. 

Mr. Corcoran. The chart following page 59 gives you that infor- 
mation, sir, where it shows the Office of the General Counsel. 
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Mr. Tomas. What do you mean here on page 33, professionals 

88  oeg 76; clerical 99; ungraded positions? What is an ungraded 
ition 

eer. Corcoran. What they formerly called the blue-collar workers. 

They are now on a wage-board classification of their own. 

Mr. Tuomas. Where are they domiciled ? 

Mr. Corcoran. In the Board’s duplicating section only. 

Mr. THomas. What do you mean by the term “professionals”? 

Mr. Corcoran. Grade 9 through grade 18. From grade 8 down 
would be clerical. 

Mr. Tuomas, Civil service? 

Mr. Corcoran. Bureau of the Budget so far as I know; I am not 
sure. 

Mr. Tuomas. Doctors, lawyers, dentists, economists? 

Mr. Corcoran. I don’t know if they have any particular profes- 
aoe classification but from grade 9 up they are considered profes- 
sionals. 

Mr. Tuomas. Is that by the Civil Service or by the Bureau of the 
Budget ? 

Mr. Coccoran. Bureau plus the Congress, think. It is based on the 
green sheets. 

Mr. Tuomas. I don’t recall any congressional action of that kind. 

How many people do you have in grade 12 and above? Do you 
have that information ? 

Mr. Corcoran. I believe I can find it, sir. It is 68. That includes 
the three Board members. 

Mr. Tuomas. Out of the 200? 

Mr. Corcoran. Out of the 200; that is right. 

Mr. Tuomas. The three Board members are not subject to the Classi- 
fication Act? 

Mr. Corcoran. That is right. 

Mr. Tuomas. Generally you need this increase by virtue of expand- 
ing business. Is that right? 

Mr. Corcoran. That is right, sir. 

Mr. Rosertson. We made a statement predicated on there being no 
basic change in economic conditions, Nevertheless, we are aware of 
changes that might be going on. Consequently our examination and 
supervisory groups will be more than usually diligent, and more ob- 
serving allthe time. In other words, we figure that our workload—— 

Mr. THomas. How many unfilled positions do you have as of Jan- 
uary 1 in the Board’s 170% Out of the 170 positions how many 
unfilled ? 

Mr. Corcoran. We had 161 filled on January 17 out of the 170, leay- 
ing 9 unfilled. 


Driviston oF EXAMINATIONS 


Mr. Tuomas. What about the Division of Examinations? You are 
still working on a 13-month basis and we thought we would be current 
a long time ago. The average period between examinations is 13 
months. We did not cover much ground last year, did we? We gave 
you 533 jobs in 1957, 663 in 1958, and 710 in 1959. How many vacan- 
cies do you have out of the 663 now ? 

Mr. Bonesteet. About 100 vacancies right now. 
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Mr. Tuomas. Why do you want another 47 positions ? 
_ Mr. Bonesteev. Because we. are making good progress in recruit- 
ing. It has been a difficult job until just recently. 


RECRUITMENT OF EXAMINERS 


Mr. Troms 1s. What happened just recently which makes your task 
easier / 

Mr. Bonestee.. One of the things we were trying to do was to get 
out a new announcement for savings and loans examiners. We had 
a little battle at the Civil Service Commission. We got that. out 
November 19,1957. Weare giving publicity to it all over the country. 

Mr. THomas. Ww hat do you mean a battle over at the Civil Service 
Commission ? 

Mr. Bonesrre.. Position descriptions, for example. 

Mr. Tuomas. Did they put the position at the top of the grade 
or at the bottom ? 

Mr. Bonestret. They left us at the bottom. 

Mr. Tomas. What is the starting salary ? 

Mr. Bonesree.. If we can get them at grade 7, $4,525, and that 
requires 1 year’s specialized experience. That is where we employ 
mostly. 

Mr. THomas. What is the starting salary ? 

Mr. Bonesteev. $4,525. 

Mr. TuHomas. What is the top of the grade? 

Mr. Bonesteet. Around $5,300. 

Mr. Tuomas. Couldn’t you get them to put it up there? They took 
all the scientific people and reclassified them, and they reclassified the 
professionals. Didn’t they include yours? 

Mr. Bonersteev. If you did that to all the recruits you would have 
to do it with everybody on the staff. We have something like 200 
of those in there. We would have to raise ev erybody. 

We think we can do it by this publicity. 

Mr. Tuomas. You have not done it up to now. You have had a 
couple years and we have been pushing you hard and giving you more 
money than you used. 

Mr. Bonrsreet. The average number of examiners in 1957 was 414. 
The average number in the first half of 1958 is 454. We had 445 ex- 
aminers on July 1,1957. We now have 484. 

We are getting hundreds of inquiries, but so many people are not 
qualified. 

From November 19, 1957, the date of this announcement, up to De- 
cember 31, 1957, we received 140 applications, but out of that number 
only 37 were eligible. 

They read about it and think they are qualified. When you look into 
it you find they are not qualified. 

But this tremendous amount of publicity 

Mr. Tuomas. Where are you getting your applicants, college gradu- 
ates? 

Mr. BonesteeL. No, mostly savings and loan associations, banks, 
and people who have had public accounting experience who have done 
some auditing of savings and loan associations. The college graduates 
if they have had no experience at all, have to start with grade 5. 

Mr. Vursett. They work here in Washington mostly? 
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Mr. Bonestret. All over the country. We have 12 examining 
districts. 


Mr. Tuomas. Your limitation for last year was far in excess of your 
need, was it not ? 

Mr. Bonersteev. As it turned out, yes. The limitation would make 
us put on the brakes a little bit. We certainly want to build up this 
staff as it should be. 

Mr. Tuomas. If there have been any brakes you have applied them. 
The committee has been taking the brakes off and pushing you. 

Mr. BonesteeL. We certainly appreciate that. However, we are 
meeting with the same problem that the Comptroller of the Currency 
and FDICare. I think we are doing better than they are. 

Mr. Hatianan. There is no question with respect to the adequacy 
of the limitation that you have, but our basic problem is that we have 
not been able to pay the compensation required to get these people. 

Mr. Tomas. Is that a little smugness on the part of the Board or 
is it a problem with the Civil Service Commission on classification ¢ 

Mr. Hatianan. It is not with the Board. 

Mr. Tuomas. What reason did the Civil Service Commission give 
you for not including your auditors, who are in short supply, in “the 
general increase or upgrading they gave other professionals ? 

Mr. Bonesreet. That particular one point we have not applied for. 
We can promote men after 6 months from grade 7 to grade 9, put 
them up to $5,440. That is helping us a bit. We can do it in grade 5 
or 7, put them up after 6 months. 

Mr. Tuomas. Whatever you have been doing, might I respectfully 
suggest, should be changed. This committee has been anxious for you 
to get. current in your examinations for 2 years. You are still not 
current. Whatever you are doing should be changed somewhat. It 
might be advisable to go to the Commission. 

You know the old time-honored American principle, time-honored 
and time-tested—put a little premium pay on it and you will get what 
you want. 

You have had a year and a half to 2 years to go to the Civil 
Service Commission. We are not interested in the Civil Service Com- 
mission gobbledygook on job description. We have been wrestling 
with that for 10 years. When you get through with 10 pages you can 
simmer it down to a half page and it means more. It is pay that 
counts. 

Why can’t you go and talk to those people and get your people a 
classification raise? If you are not getting them with the money you 
offer them, the way to get these people is to offer them more money. 
Do you know a better way than that? 

Mr. Bonrsteet. That is the principal way, yes. Our turnover has 
been 17 percent a year and now it is running at the rate of 8.8 percent 
a year. 


STATES WHERE MEMBER INSTITUTIONS ARE NOT EXAMINED AT 
13 MONTH INTERVALS 


Mr. Tromas. Is there any area in this field of endeavor here, in 
your examination of the State charters, where member institutions are 
not examined at least every 13 months? 
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Mr. Bonzsteet. I am not sure I got the question. In some districts 
we make them under 12 months. 

Mr. Tuomas. There are 2 or 3 States you didn’t examine except 
once every 13 months. What States are those and have you lessened 
that period? 

Mr. Bonegsteet. In Illinois they are running behind, Indiana is 
behind, and Ohio. The State departments are having the same prob- 
lems we are having, they are understaffed. They are more under- 
staffed than we are in Ohio and Indiana. 

Mr. Tuomas. Are you issuing insurance in those institutions in 
Ohio, Indiana, and Illinois? 

Mr. Bonesreet. Associations we examine are already insured and 
have been for some time. 

Mr. Txomas. Is that not your responsibility when you insure 
them? Examining them is not the responsibility of the States. 

Mr. Bonesteet. We try to do it together. Instead of going in by 
ourselves and having the State department go in by themselves, we 
try to make joint examinations, so we are retarded somewhat. 

Mr. Tuomas. If you have some trouble and have some losses, are 
you going to depend on these three States to pay your losses? 

Mr. Bonesteex. No, sir. 

Mr. Tuomas. Or do you take it out of Dr. Husband’s fund? 

Mr. Bonesteei. We are not depending on the State departments. 

Mr. Tuomas. You had better do your own examining. 

Mr. Bonesteitu. We are cutting down the number of overdue ex- 
aminations and making some progress. 

Mr. Tuomas. Give us a table for the State of Ohio, the State of 
Indiana, and the State of Illinois showing how many insured institu- 
tions you have in each of those States and the period of examination. 
Lay it out on a table so we can see what you are doing. 

Do you have it available now? 

Mr. Bonestert. For every month. 

Mr. THomas. How many in Iilinois? 

Mr. Bonesteex. I did not bring the figures with me. We will 
furnish them. 

(The information requested follows:) 





Mr. Hatianan. There is no question that if the length of examina- 
tion period increases we are not making progress. There certainly 
is question about that in our minds. 


rig have asked to take our people out from under the Classification 
ct. 
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Mr. THomas. What did they say? 

Mr. Hatranan. I don’t know. I think they are probably against it. 
_ Mr. Tuomas. The next alternative is to get some increase in start- 
ing pay. 

r. HattaHan. This matter was brought up in the hearings last 
year and perhaps Mr. Bonesteel can tell you how long it has taken 
us to get what we have as of this last Norenben 

Mr. Rosertson. Mr. Bonesteel, will you please tell the chairman 
what we have been doing so he will understand exactly. 

Mr. Bonesteex. The first thing we tried to do and did do ultimately 
is the work from January until June in getting a training program 
on the basis of which we could promote from the 2 lower sreden after 
6months. It took us about 6 months to get that. 

Then afterward we tried to liberalize to some extent our grading 
— so they would not be primarily accountants. It took us from 

une until November to accomplish that. 

Then we got out our new announcement, but we did try, Mr. Chair- 
— _ start these people at grade 6 rather than 5 and got nowhere 
with that. 

Mr. Tuomas. All of that is fine, but what you ought to do—and I 
am not telling you anything you do not know—is to examine these 
institutions at least once every 8 or 9 months and not every 13 months. 
You have not been doing that. 

Excuses do not amount to anything. There is a job to be done and 
it has not been done. 

The committee has been trying to work with you for the past 
couple years. We cannot hold you by the hand. 

You will be wide open as a barn door for a lot of criticism if we 
should have a depression, so there is the picture. 


SUMMARY OF NONADMINISTRATIVE EXPENSES FOR DIVISION OF 
EXAMINATIONS 


Let me insert page 70 in the record at this point. 
(The information referred to is as follows :) 


Comparative summary of nonadministrative expenses, fiscal years 1957, 1958 and 1959 


Actual, Estimate, Estimate, 
1958 1959 


Transportation of things 
Communication services 
es Glee ee CE. cn ondudecenkenaiaimlcemuane 
Printing and reproduction 
Otiier c0uiiractuel SOP VICSS.. 2.0522. .-2-nncccuseceseeetes 

Services performed by other agencies...._..._......... 

Fe CUD sadn co nicdicdndentsiantnetepaniniendbed 
Supplies and materials 
Pee oo 8a. 56 dni nk bh vekedacdbbewsentéoenenenese 
Grants, subsidies and contributions 
Taxes and assessments 


“OONE CU CB a on cccccadcncccncousussctecisanne 
Tete CIO Ca 6 hint herent 
Reimbursements from other accounts 


Total expenses. 
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Mr. Tuomas. For the Examining Division the travel goes up from 
$1,481,650 to about $1,747,950. The big jump is because the per diem 
allowance went up. Is that right ? 


Mr. Corcoran. Between 1957-58; yes. Per diem went up in fiscal 
1956. 


Mr. Tomas. You had about a million dollars for travel in 1957. 


FreperALt Savines AND Loan InsvuRANCE CoRPORATION 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


Belair J--- 


Program by activities: 








Puree 2), 2r8i he 0 Jo Ea $108, 946 $129, 358 | 
2 Prevention of default and payme nt of insurance... ._.- 62, 960 80, 870 
Analysis of operations oma 184, 291 218, 915 | 
. Executive direction and fiscal and other administrative | 
VINE 2... nh-t~ 55 A A Re 215, 962 245, 857 | 256, 814 
Total administrative expenses___.______.__.....---- | 572, 159 | 675, 000 | 720, 000 
Financing: Unobligated balance no longer av ailable._.._-_.--- | 23, 841 
ie Fe oe 596, 000 675, 000 720, 000 


Object classification 


1957 actual | 1958 estimate | 1959 estimate 








Total number of permanent positions snes eieedaiaaengaial 87 96 105 
Full-time equivalent of all other positions B eneekons d , 
Average number of all employees ; ; : ; : 80 88 96 
Number of employees at end of year ----| 83 | 96 96 
Average GS grade and salary. --.__..-.....-..-.-----..-..-....| 7. 7 %, 947 7 | 7. 8 35,3 865 7.6 $5,782 
01 Personal services: 
Permanent positions__- $470, 147 | $530, 575 $569, 424 
Positions other than permanent..._- ay 10, 196 : 
Other personal services . hei 7, 262 | 2,175 2, 196 
Total personal services oneal 487, 605 | 532, 750 571, 620 
Deduct portion not chargeable to limitation___.__- 374 |... . \ 
Net personal services - ; 7 pabintie- ey 487, 231 | 532, 750 571, 620 
02 Travel____.- 7, 030 | 15, 400 15, 400 
03 Transportation of things le) 47 | 100 100 
04 Communication services ; | 11, 970 12, 600 12, 800 
05 Rents and utility services __- ioe cnerl 36, 014 41, 000 43, 000 
06 Printing and reproduction __- ; .| 13, 410 | 15, 000 15, 200 
07 Other contractual services_ . cabeecant al 8, 355 | 14, 700 14, 500 
Services performed by other agencies____ i aeoal 3, 765 | 4, 700 4, 700 
08 Supplies and materials ae 4, 002 | 5, 100 5, 300 
11 Grants, subsidies, and contributions._....................]...--.- ee 33, 300 37, 200 
15 Taxes and assessments. - Z Saat aces Sor tea aecli 335 | 350 180 
Total, accrued administrative expemses_.............._-- 572, 159 | 675, 000 720, 000 





Mr. Tuomas. Let us look at the Savings and Loan Insurance Cor- 
poration. Total expense is $1,400,400 against $1,208,100 for last year 
and $1,002,977 for 1957. Is that correct ? 

Mr. Corcoran. Yes sir. 


PROGRAM HIGHLIGHTS 


Mr. Tomas. Insert page 80 in the record. It is a fine table. 
(The material referred to is as follows:) 
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Federal Savings and Loan Insurance Corporation—Program highlights 


{Dollars in millions] 

















| 
Description | Actual, 1957 | Estimate, Estimate, 
1958 1959 
Insured institutions: 
IE oi a cabicenn bbe puedes Sane ude deen atee 3, 7: 3, 850 3, 980 
Assets - : . $42, 068 $47, 300 $52, 700 
Insured liability - a $36, 704 | $41, 600 $46, 700 
Reserves and undivided profits. - $2, 813 | $3, 200 $3, 700 
Insurance Corporation: 
Reserve for insurance losses. seis han pleteles ee $229 | $266 7 
Percent of authorization to total income. ._____...-..--_- ‘| 1.8 | 


INTRODUCTION 


The Federal Savings and Loan Insurance Corporation insures savings accounts 
up to $10,000 for each saver in Federal savings and loan associations and in ap- 
proved State-chartered savings or building and loan associations, known in some 
sections of the country as cooperative banks and homestead associations. 

The budget of the Insurance Corporation is based on (1) the need for main- 
tenance of its essential operations in a current status; (2) Board’s policy of 
efficiency with economy in all its operations; and (3) the assumption that there 
will be no basic change in economic conditions during the budget year. 

The budget program is designed to permit the Corporation to handle the vari- 
ous insurance activities and to protect the savings of people invested in insured 


savings and loan associations and in insured institutions of the savings and loan 
type. 


Mr. Tuomas. This table shows the number of insured institutions. 
Is that right? 


Mr. Corcoran. -Yes. 
Mr. Tuomas. 3,723 for 1957 against 3,850 for 1958 and 3,980 fo 
1959. 

You show $2,813 million for 1957 in reserves and undivided profits, 
and it has gone up to $3,200 million in fiscal 1958. You mean to tell me 


you have grown a half billion dollars this year in reserves and un- 
divided profits with 3980 institutions? 


Dr. Hussanp. That is right, sir. 


RESERVE FOR INSURANCE LOSSES 


Mr. Tuomas. Reserve for insurance losses shows $266 million in 
1958 against $307 million estimated for 1959. That is where we fig- 
ured it would be 69 years 8 months and 13 days? 

Dr. Huspanp. That is right. 

Mr. Tomas. We had better let it go at that. 

Dr. Hussanp. That is about the best outlook as I see it right now. 

Mr. THomas. This insurance covers individual accounts up to 
$10,000? 

Dr. Huspanp. Yes, sir. 

Mr. Tuomas. What is that figure in FIDC ? 

Dr. Husspanp. $10,000. 

Mr. Tuomas. The justification states: 


The budget of the Insurance Corporation is based on: 


(1) the need for main- 
tenance of its essential operations in a current status; (2) Board’s policy of effi- 


ciency with economy in all of its operations; and (3) the assumption that there 
will be no basic change in economic conditions during the budget year. 


We hope that is true, gentlemen. 
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JUSTIFICATION OF THE ESTIMATE 


We will insert pages 81 and 82 in the record at this point. 
(Pages referred to follow :) 
SUMMARY 


The following summary affords a comparison of the estimate for 1959 with 
the amount for 1958 and for 1957: 





Description Estimate, 
1958 
le nn asd a waicinicenerensh oe ahemmmbeiimnmnainimibin 96 
i oc RN cctinaaenhaininopccmnijen winignpaivomabinestiaieipaniee 83.1 
SSO nk ctbteninddeinddducwsesenesd anbeenunnd $532, 750 
ND iliac che cticneenncwtinniisstliaitdidalivnldinen 142, 250 
Total administrative expenses... ........-ccccccocacce- 675, 000 





As shown, the Corporation requests authority to spend up to $720,000 of 
its corporate funds for administrative expenses in 1959. This amount is 
$45,000 more than the current year’s authorization. Of the increase, which 
provides for an additional 9 positions or 7.5 man-years, $38,870 is in personal 
services and $6,130 in other expenses. 

Personal services.—The need for the increase of 9 positions or 7.5 man-years 
is outlined in the respective departmental justifications of the divisions in- 
volved, beginning on page 99. 

Other expenses.—The major portion of the increase in other expenses is in 
the items of rents and utility services, $2,000 and grants, subsidies and con- 
tributions, $3,900. Justification of,ythe need for these increases, together with 
justification of all other items included in the category of other expenses, will 
be found beginning on page 105. 


CREATION AND GROWTH 


The Corporation was created in 1934 to insure saving accounts up to $5,000 
in all Federal savings and loan associations and in approved State-chartered 
savings or building and loan associations, cooperative banks, and homestead 
associations. In 1950, the insurance limit was raised to $10,000 by Public Law 
797, 8ist Congress. 

As intended by Congress, the insuring of the accounts of individual investors 
creates an incentive for the investment of individual long-term savings in in- 
stitutions of the savings and loan type, thus stimulating the flow of private 
credit for home financing into institutions specifically created for home financ- 
ing. Insurance has also proved to be a stabilizing force in this segment of the 
financial economy of the Nation and a foundation upon which to build sound 
policies and practices in the savings and loan business. 

The insistent public demand for protection of its savings and the consequent 
growth of insured institutions are reflected in the chart appearing on page 
83 and also in the following table showing the number, assets, and average size 
of insured institutions at June 30 of the years indicated : 





At June 30— | Number| Assetsin | Average size |} At June 30— | Number] Assetsin | Average size 
members| billions in mill'ons members| billions in m'll'ons 








on 2, 490 $6. 7 3, 472 $31. 6 $9.1 
EE 2, 799 Sei CS keen 3, 600 « 36.9 10.3 
i icictaeseel 2, 944 14.9 3, 723 42.1 11.3 
PRs ete 3, 097 BF. 6 7 Oo > Cee vacacwacs 3, 850 47.3 12.3 
S00. 3, BF oo ( OT sss 3, 980 52.7 13. 2 
Eee 3, 370 25.9 
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As shown, membership of 3,723 at June 30, 1957, reflects an increase of 123 
since June 30, 1956. Assets for the same period increased from $36.9 billion 
to $42.1 billion, an increase of $5.2 billion or 14.1 percent. Membership is ex- 
pected to maintain the same steady rate of growth during fiscal 1958 and 1959, 
reaching 3,980 by June 30, 1959, an increase of 257 or 6.9 percent since 1957. 
Assets are also expected to maintain their steady climb, reaching $52.7 billion 
by June 30, 1959, an increase of $10.6 billion, or 25.2 percent since June 30, 
1957. It will be noted that the average size of insured institutions increased 


from $5.8 million in 1952 to $11.3 million at June 30, 1957, an increase of 94.8 
percent in 5 years. 


The chart on page 84 indicates that estimated assets of insured savings and 
loan associations at December 31, 1957, aggregated $44.5 billion. The assets 
of uninsured savings and loan associations on the same date aggregated $3.8 
billion; percentagewise, insured associations represented 92.1 percent and un- 
insured 7.9 percent. 


The estimated number of insured and uninsured savings and loan associations 
at December 31, 1957, was 6,195; the number of insured savings and loan asso- 
ciations on that date was 3,780 or 61 percent, leaving 2,415 or 39 percent un- 


insured. 

Mr. Tuomas. You want to increase your positions from 96 to 105 
this year; is that right, Dr. Husband? Your total expenditure is 
$675,000 in 1958 against $720,000 for 1959. Is that right? 

Dr. Hussanp. That is right. 

Mr. Tuomas. Here is a good paragraph: 

The Corporation was created in 1934 to insure savings accounts up to $5,000 
in all Federal savings and loan associations, approved State-chartered associa- 


tions, cooperative banks, and homestead associations. In 1950 the insurance 
limit was raised to $10,000 by Public Law 797, 8ist Congress. 


How many failures have you had during the calendar year 1957, 
Doctor ? 
Dr. Huspanp. None. 
Mr. Tuomas. Nobody in trouble? 
_ Dr. Hussanp. Not bad enough to come to the Insurance Corpora- 
tion. 
Mr. Tuomas. Let me read this paragraph into the record: 


Membership in 1957 was 3,723. It shows an increase of 123 since June 30, 
1956. Assets for the same period increased from $36.9 billion to $42.1 billion, 
an increase of $5.2 billion or 14.1 percent. Membership is expected to maintain 
the same steady rate of growth during fiscal 1958 and 1959. 


GROWTH AND SIZE OF MEMBER INSTITUTIONS 


You mean you will advance more charters? 

Dr. Hussanp. The State governments grant the State charters 
and the Board grants the Federal charters. 

Mr. Tuomas. Before you issue any more insurance you have to 
grant more charters. 

Dr. Huspanp. That is right. 

Mr. Hatxianan. Or insure existing uninsured charters. 

Mr. Tuomas. The big increase will come from new charters? 

Mr. Hatianan. That is right. 

Mr. Tromas. You anticipate that same increase now in the granting 


of new charters, Federal and State, which has been going on for the 
last 4 or 5 years? 


Dr. Huspanp. Yes, sir. 
Mr. Tuomas. Is that not a little optimistic ? 
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Dr. Hussanp. I don’t think so. When you look at the past year, 
we have approved roughly 60 to 70 new charters, insured 60 or 70 
new charters. 

Mr. Tuomas. I think you show about 80. You have been increasing 
about 80 a year. 

Dr. Hussanp. For the country as a whole 80 new charters, I think 
you will agree, is not a large figure. I speak now in light of the popu- 
lation increases and the way the country is developing. 

Mr. Tuomas. Many sections of the United States are losing 
population. 

Dr. Hussanp. These charters are not being granted in those sec- 
tions. Texas, California, and Florida are where the large increases 
are. 

Mr. Hatianan,. And Illinois. 

Mr. Tuomas. What is the average size of your various institutions ? 

Dr. Hussanp. Roughly $12 million. 

Mr. Tuomas. $12.3 million in 1958, and they increase to $13.2 in 
fiscal 1959. 

This table on page 82 is quite interesting. It shows in 1946 the aver- 
age size of your institutions was—is this in deposits? 

Dr. Hussanp. Assets, but there is not much difference. 

Mr. Tuomas. We will call it deposits and everybody will under- 
stand it. It shows a figure of $2.7 million. 

In 1954 that figure had grown to $7.7 million. 

In the present calendar year 1958 it is $12.3 million and for 1959 
you figure it will go to $13.2 million. That assumes you will not have 
3 million unemployed as we have now; does it? 

Dr. Huspanp. Often, Mr. Chairman, the first reaction to unem- 
ployment is to increase savings. The people who have their jobs get 
scared and start saving more. We have experienced that in some 
areas. 

Mr. THomas. How long does that last, though? The man has the 
money in the bank, he is out of a job, withdraws the money, and then 


the overall picture shows that unemployment does not increase but 
decreases deposits. 


Dr. Hussanp. In the long run; yes. 

Mr. Tuomas. That is fundamental. If the Bureau of Labor Sta- 
tistics is correct, we have 3 million unemployed now, and chances are 
it will go higher in the next 30 to 60 days. Then this increase from 
$12.3 to $13.2 million would be optimistic. 

There is a statement following this thought on page 85: 


Savings are expected to maintain their upward trend, reaching $46.9 billion 
by June 30, 1959, an increase of $10.2 billion or 27.8 percent in 2 years. 


That is optimistic, too. I hope it is true but I cannot imagine that 
it will turn out to be true. 
RESERVES OF INSURED INSTITUTIONS 


We will insert page 86 in the record without any comment. 
(P. 86 referred to follows:) 
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Reserves 


(Dollars in millions] 








' I adeoe ccna eases scalar nie ia oe ots 
Federal | Feder 
| Savings i | Savings 
At June 30— Allinsured | and Loan || AtJune30- | All insured | and Loan 
institutions | yt rem acd institutions — 
Sorpora- Corpora- 
| tion | tion 
ne — — aor 
SS $425 | 2 1, 490 128. 8 
1947_- 5 501 | 7.40 10640. 2202 1, 750 147.6 
1948_____- 592 | 90.0.1) 2008.3 ccc l ices 2, 037 170.7 
Ros eRe 710 SRE WA nk linea | 2, 426 197.2 
1950_ > 844 | 12 ae 2, 813 229. 5 
I inks nl 1, 055 | 8 TTR Fen oc wcseeandnaen 3, 200 266. 0 
1008) -7 io 2 dt 1, 275 | 112.9 || 1959 2__.-- 2.2L 3, 700 307.4 


1 Reduction due to payment on June 30, 1950—pursuant to Public Law 576, 8ist Cong.—of approximately 
os Ras in lieu of all unpaid dividends on its capital stock. 
3 Estimate. 


As indicated, insured member institutions at June 30, 1957, had accumulated 
total reserves and undivided profits of over $2,813 million, an increase of $387 
million (16.0 percent) over the previous year. The figure reflects an increase of 
$1.5 billion, or 120.6 percent in the last 5 years. Reserves are expected to increase 
by $887 million by June 30, 1959, reaching $3,700 million, am increase of 31.5 
percent in 2 years, 

The basic law requires the Corporation to build up a reserve until it is equal to 
5 percent of all insured accounts plus all creditor obligations of all insured insti- 
tutions. At June 30, 1957, as the table indicates, such reserve fund, after pro- 
viding for all known losses, amounted to $229.5 million, equal to 0.62 percent of 
the Corporation’s potential liability; 5 percent would amount to $1.8 billion. 
The June 30, 1957, figure reflects an increase of $32.3 million or 16.4 percent over 
the previous year. The reserve is expected to reach $307.4 million by June 30, 
1959, an increase of $77.9 million or 34 percent since June 30, 1957. 


INSURANCE CLAIMS 


Mr. Tuomas. You say you have noclaims, Doctor ? 
Dr. Huspanp. No, sir. 
Mr. Tuomas (reading) : 


Insurance claims: Since its inception the Insurance Corporation— 
that was in 1934— 


has had only 38 settlement cases. Losses, aggregating $5.2 million were experi- 
enced in 35 of these cases as indicated in the following table, 
In other words, you are saying since your inception in 1934 the 


Corporation has been called on to pay from its assets and funds only 
$5.2 million. Isthat right? 


Dr. Hussanp. That is correct. 

Mr. Tuomas. How much money did you take in during that time? 

Dr. Hussanpb. $305 million. 

Mr. THomas. How much do you have now of that $305 million after 
you paid all your expenses ? 

Dr. Hussanp. $285 million. That is a December 51 figure I am 
giving you. 

Mr. Tuomas. That is a lot of money and it is tempting, but when 
you analyze what is supposed to be in front of that and not what it 
represents in the way of a reserve to back up $41.6 billion it is really 
very thin. 

21543—58—pt. 1—_—-9 
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RETIREMENT OF CAPITAL STOCK 


This paragraph dealing with the retirement of your capital stock 
on page 88 is worthy of repetition: 

Public Law 576, approved June 27, 1950, among other things, authorizes the 
Corporation to pay off and retire annually at par an amount of its capital stock 
equal to 50 percent of its net income for the fiscal year. The following table 
reflects such retirement. 

How much money do you owe now and how much did you start 
with? Was it $100 million? 

Dr. Huspanp. Yes. 

Mr. THomas. You borrowed that money in 1934 when you first went 
into business ? 

. Dr. Huspanp. Yes. 

Mr. Tuomas. $100 million from the Treasury ? 

Dr. Huspanp. Yes. 

Mr. Tuomas. How much interest were you paying? 

Dr. Huspanp. The rate was determined by the Congress in 1950 and 
then by the Treasury Department since, Roatan the cost of money 
is to the Treasury. 

Mr. Tuomas. In other words, you have not been getting a free ride? 
You have been paying the current rate of interest that the Treasury 
is paying ¢ 

Dr. Huspanp. Yes, sir. 

Mr. Tuomas. As of 1958 your balance to the Treasury on your capi- 
tal stock has been reduced from $100 million to roughly $25 million. 
That is quite a record. 

How much did you pay last year? Was it $16 million? 

Dr. Huspanp. Yes. 

Mr. Tuomas. How much do you intend to pay this year? 

Dr. Husranp. $18,781,000. 

Mr. Tuomas. You will be out of the Treasury’s pocket soon. 

Dr. Hussanp. A year from next July. 


PERSONAL SERVICES 


Mr. Tuomas. How many people do you want this year? 


We will insert page 98 in the record, showing personnel, from 96 
to 105 in fiscal 1959. 


(Page 98 referred to follows :) 





129 





Statemeni reflecting professional,ana clerical positions by organizational units for 
fiscal years 1957, 1958, and 1959 


Actual, Estimate, | Estimate, 
1957 1958 1959 


Departmental: 
General manager: 
III ons iva neikeaneins <ysingtenepeiiialinetedaiiain ae 5 6 
CONN hoe Shes dh dnded-cinctcbdunbackbbskdinedetvustenel 10 8 10 
4 


Underwriting: 
Professional 
Clerical 


Total 





Insurance settlement and rehabilitation: 
Professional 
Clerical 


laf 


Operating analysis: 
Professional 
Clerical 


Comptroller: 
Professional 
Clerical 


QO ican sc chek cdadbeonaaael 





Summary: 
Pee a 54400 65s. LE | 
i 





OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. Insert page 97, other objects, in the transcript. 
(Page 97 referred to follows:) 


Comparative summary of administrative expenses, fiscal years 1957, 1958, and 1959 

















Actual, 1957 Estimate, Estimate, 
1958 1959 
— ————- - —- —— -— -— = ee —— t + 
' ' 
Other expenses: 
he ee ae ee ees $7,030 | 1 $15, 400 $15, 400 
03 Transportation of things. _...._- ‘4 on i aieiane 47 100 | 100 
04 Communication services...................-......-.- 11, 970 12, 600 12, 800 
05 Rents and utility services.................2..-.._.... 36, 014 41, 000 43, 000 
06 Printing and reproduction. - foodies 13, 410 | 15, 000 15, 200 
07 Other contractual services - -_- ye iaiciandlaieininte ainda 8, 355 14, 700 14, 500 
General Accounting Office -- foc icinspelceneyidiiaittinii 3, 765 4, 700 4, 700 
08 Supplies and materials... hisiaslsacnapencbadendienlen 4, 002 5, 100 5, 306 
1i Grants, subsidies, and contributions. -_...............].--.--...-.--. 33, 300 37, 200 
15 Famed 6nG quesemmente.. << oo... 5 ss. on ccc 335 350 180 
| hag ; 
Total, other expenses. . .- snenadawe emai 84, 928 142, 250 148, 380 
Total, administrative expenses_______- Dieu wg aciitebetterieien 572, 159 675, 000 720, 008 


1 Limitation. 
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Mr. Tuomas. Gentlemen, we thank you for coming and being with 
us. It is always a pleasure to do business with you. 
_Mr. Roserrson. Thank you for your: courteous reception of us, 
sir. 


JANUARY 22, 1958. 
SECURITIES AND EXCHANGE COMMISSION 


WITNESSES 


EDWARD N. GADSBY, CHAIRMAN 

A. DOWNEY ORRICK, COMMISSIONER 

HAROLD C. PATTERSON, COMMISSIONER 

EARL F. HASTINGS, COMMISSIONER 

JAMES C. SARGENT, COMMISSIONER 

A. K. SCHEIDENHELM, EXECUTIVE DIRECTOR 

RAY GARRETT, JR., ASSOCIATE EXECUTIVE DIRECTOR 

BYRON D. WOODSIDE, DIRECTOR, DIVISION OF CORPORATION 
FINANCE 

PHILIP A. LOOMIS, JR., DIRECTOR, DIVISION OF TRADING AND 
EXCHANGES 

JOSEPH C. WOODLE, DIRECTOR, DIVISION OF CORPORATE REGULA- 
TION 

THOMAS G. MEEKER, GENERAL COUNSEL 

ANDREW BARR, CHIEF ACCOUNTANT 

LEONARD HELFENSTEIN, DIRECTOR, OFFICE OF OPINION WRITING 

0. H. ALLRED, REGIONAL ADMINISTRATOR, FORT WORTH REGION 

THOMAS B. HART, REGIONAL ADMINISTRATOR, CHICAGO REGION 

WILLIAM E. BECKER, ASSISTANT DIRECTOR, DIVISION OF ADMIN- 
ISTRATIVE MANAGEMENT 

FRANK J. DONATY, BUDGET AND FISCAL OFFICER 


SALARIES AND EXPENSES 


Program and financing 





1957 actual | 1958 estimate | 1959 estimate 





Program by activities: 


1, Full diselosure provisions- - -.--......----------------- $1, 372, 226 $1, 556, 400 $1, 609, 500 
2. Prevention and suppression OP 2, 080, 230 2, 534, 100 2, 777, 100 
3. Supervision and regulation of secur ities markets_- 303, 667 339, 100 341, 000 
4. Regulation of investment end — a holding 

companies_. of d ‘igh --| 415, 422 484, 200 514, 100 
5. Corporate reorganizations _- Re ee 200, 371 227, 300 250, 800 
6. Operational and business statistics - Seen iii i 154, 133 192, 400 196, 800 
7. Executive and staff functions. ---.-....-.--.------------ | 686, 059 775, 200 804, 700 
Se Adminigieetive serviews............-  ....-.....--...-. | 531, 803 | 591, 300 606, 000 

Total cuvigstions.-.—. .....=.<......- Ra dhiswoowt — 911 6, oe 000 | 7, 100, 000 

Financing: Unobligated balance no longer av ailable....-____- 5, 089 = cle bo 


Appropriation (new obligational authority) _-......-..--| 5, 749, 000 | 6, 700, 000 | 7, 100, 000 


come ET 


ee 
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Object classification 





1957 actua] | 1958 estimate} 1959 estimate 


Total number of permanent Nast Sdn ts aan aed 807 884 949 
Full-time equivalent of all other positions................-.--- 8 

Average number of all employees_............-.-.--.--------- 783 856 

Number of employees at end of year......_-.......-.----- ithe 784 875 

Average GS grade and salary. ........-...........-.-.--.--.-.- 8.7 $6,503; 89 $6,502; 88 


01 Personal services: 


# 
#28 Is 
S88 |2)s5. 





I, TN iii cies ipsinseciiniai inspite ccmainen $5, 110, 556 $5, 545, 950 

Positions other than permanent.................-....- 31, 694 43, 500 

Other newsonal Gt8 VAG nc ddee dos <seny o<kvbtadesbecoes 40, 696 41, 800 
Total parse) Gar V nc. ccc que gedwctelp cient pclensi 5, 182, 946 5, 631, 250 6, 000, 000 
Ge RU a" » caeretith nd > devistcenieid one dinsin odes eee aeons 183, 856 219, 250 260, 000 
03 Transportation of things.......................-.-........ 7, 645 13, 800 11, 000 
04 Communication services. ..................--.--..----...- 142, 826 148, 000 150, 000 
05 Rents and utility services.....................--..-..-.--- 12, 434 13, 600 20, 000 
06 Printing and reproduction................-..-.-....----.- 39, 788 81, 900 57, 900 
07 Other contractual services. ................-.....-..------- 54, 661 104, 009 94, 000 
Ce ere ROI se nea 72, 230 76, 000 79, 000 
09 Equipment_-____.._-- ee eS 6 eg eee eae oe 35, 016 54, 000 54, 000 
11 Grants, subsidies, and contributions. .._................-.|----------.--- 345, 000 360, 700 
13 Refunds, awards, and indemnities...................----- 4, 810 5, 200 6, 200 
15 Taxes and assessments..._.___- Beate e eth. etna cts te é 8, 000 8, 200 
Total obligations........----.--.-----------e--eceeveeee| 5, 743,911 | 6, 700, 000 7, 100, 000 








Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us this morning the Securities and Exchange Com- 
mission. We certainly welcome all you gentlemen aboard. 

We have many of our old and distinguished friends with us, and 
we are certainly always happy to see all ofy ou. 

We have the new Chairman, Mr. Ga sby. Commissioner Orrick, 
Commissioner Patterson, Commissioner Hastings, Commissioner 
Sargent, Mr. Scheidenhelm, the Executive Director, Mr. Garrett, the 
Associate Executive Director, Mr. Woodside, Director of Corpora- 
tion Finance. 

Where is Mr. Woodside? 

Mr. Gapspy. Right here, behind me. 

Mr. Tuomas. I see we have Mr. Woodle, Director of Corporate 
Regulation. Where is Mr. Woodle? 

Mr. Woopte. Here I am, sir. 

Mr. THomas. You gentlemen ought not to hide. 

We have Mr. Meeker, General Counsel; Mr. Barr, Chief Accountant. 

Where is Mr. Barr? 

Mr. Gapspy. Right in back of me, as usual. 

Mr. Tuomas. Well, you can’t get along with them and you can’t 
get along without them. They can make figures mean anything they 
decide they want them to mean. 

We have Mr. Helfenstein, Director of the Office of Opinion Writing. 
Where is he? 

Mr. Herenstein. Here, sir. 

Mr. Tuomas. We have Mr. Allred. Where is he? 

Mr. Auirep. Right here. 

Mr. Tuomas. Glad to see you. 

We have Mr. Hart, regional administrator of the Chicago region. 
Where is Mr. Hart. 

Mr. Gapssy. Right over there. 

Mr. Tuomas. I think it is nice to see all the regional directors. 
Why don’t you bring them in more often ? 
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Mr. Gapssy. It gets a little expensive. 

Mr. Tuomas. Well, they are wise in years and—I think I had better 
hush now. 

We have Mr. Becker. Where is Beck? 

Mr. Becker. Right here, sir. 

Mr. Tuomas. We are going to get a hundred and some employees 
out of here. I put the pencil on you, Mr. Becker. 

We have Mr. Donaty. Where is he? 

Mr. Donary. Here. 

Mr. Tuomas. It is nice to see all of you gentlemen. We have done 
business with all of the Commissioners except the Chairman. 

Mr. Chairman, we are delighted to have you. I look over and see 
that you area nice man. You'll be 36 on your next birthday. We 
are glad to-have you. You have certainly progressed a long way in 
that short of time. We hope, during the next 36 years, you will go 
even further. aN; 

Mr. Gapssy. That is the longest 36 years you ever saw. 

Mr. Tuomas. I have traveled that distance plus. Tell us all about 
yourself, Mr. Chairman. It is nice to have you, and we welcome you 
in your new job. 


AUTOBIOGRAPHY OF EDWARD N. GADSBY 


Mr. Gapssy. Well, my name is Edward N. Gadsby. I come from 
Massachusetts. I was born in North Adams, Mass., on April 11, 
1900. I received a bachelor of arts degree from Amherst College 
in 1923 and a doctor of laws degree from the New York University 
School of Law in 1928. From 1929 to 1937, I was associated with 
the law firm of Mudge, Stern, Williams & Tucker, of New York City. 
From 1937 to 1947, I practiced law in North Adams, Mass. In 1947, 
I was appointed a commissioner of the Massachusetts Department 
of Public Utilities, and held that position, until 1952, serving as 
chairman from 1947 to 1949. From 1952 to 1956, I served as general 
counsel of the Massachusetts Department of Public Utilities, and 
thereafter was a member of the law firm of Sullivan & Worcester, 
of Boston, Mass. On August 20, 1957, I took office as a member of 
the Securities and Exchange Commission for a term expiring June 5, 
1958, and was designated Chairman of the Commission. 

Mr. Tuomas. Well, that is quite an impressive record, and one 
you should be proud of. 

Mr. Gapssy. Iam, sir. 

Mr. Tuomas. Do you have a statement for us, and any of your 
colleagues? We'll be glad to listen to you as long as you want to talk. 

Mr. Gapssy. Very well, sir. 

If I may present this statement, and if any of the members of the 
committee or the chairman, wish to interrupt me, I'll be happy to give 
further details, or to call on my colleagues to give such further details 
as may be necessary. 

GENERAL STATEMENT 


Mr. Gapssy. The President has recommended an appropriation of 
$7,100,000 for the Securities and Exchange Commission for the fiscal 
year 1959. This amount represents a total increase of $400,000 over 
the appropriation of $6,700,000 for the current fiscal year. The in- 
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crease of $400,000 represents $368,750 for personal services and $31,250 
for other expenses. All items of increase or decrease are listed in 
column 4 of the summary table following page 3 of the justification. 
The justifications explain, in detail, the necessity for each item of in- 
crease, and describe the work of each division and office. I shall not 
attempt to cover the work of each organizational unit in this statement, 
but I should like to mention some of the circumstances which have 
brought about a substantial increase in the Commission’s workload 
and to cover some of the more important phases of our work. 


ORGANIZATION OF THE COMMISSION 


It may be well briefly to outline our organization. In the central 
office in lactone there are three operating divisions: the Division 
of Corporation Finance, the Division of Trading and Exchanges, and 
the Division of Corporate Regulation. In addition, we have the fol- 
lowing offices reporting to the Commission : the Office of the Secretary, 
the Office of the General Counsel, the Office of the Chief Accountant, 
the Office of Opinion Writing, and the Office of Hearing Examiners. 
The Division of Administrative Management is under the Executive 
Director. In the field, there are 9 regional offices and 5 branch offices. 
Among other duties, the staffs of the regional offices conduct investi- 
gations and inquiries necessary for the Commission’s enforcement 
program. They also conduct broker-dealer inspections, and appear 
in Federal courts in chapter X cases. 

Because of the recent trends in our workload, which trends we ex- 
pect to continue, branch offices will be established very shortly in 
Miami, Fla., St. Louis, Mo., and Houston, Tex., reporting to Atlanta, 
Chicago, and Fort Worth regional offices respectively. 

I might point out to you that we have Judge Allred here from the 
Fort Worth office, under whose jurisdiction, of course, the Houston 
office will be, and Mr. Hart, of the Chicago office. 

Mr. Tomas. That means the tail is wagging the dog. 

Mr. Gapspy. I was afraid of something like that. 

We also have Mr. Hart of the Chicago office, under whose jurisdic- 
tion the St. Louis, Mo., office will fall. I am sure that they will be 
very happy to explain all of the circumstances to you. 

The establishment of these branch offices will not increase the overall 
personnel requirements, but are justified as a matter of economy, since 
the savings in travel allowances more than make up any increased 
expense. They will also enable the Commission to increase the ef- 
fectiveness of its investigative activities and its broker-dealer in- 
spection program and generally to serve the public in those areas. 


BASIS FOR 1959 ESTIMATE 


The estimate for fiscal 1959 is based upon the following two major 
premises : ’ 

The first premise is that there is very greatly activity in the capital 
markets in this country at the present time, which we expect will 
continue at a high level during the fiscal year 1959. As you know, 
there has been a decline in stock-market prices since last July. 


Mr. Tuomas. Isn’t that a rather optimistic assumption Mr. Chair- 
man ¢ 








134 


Mr. Gapssy. I think I can answer that question as we go along. 

Mr. Tuomas. I noticed that statement 2 or 3 times in the justification 
last night and I thought the justification was prepared in July. 

Mr. Gosabe: Yes, sir. All of our work necessarily speaks as of the 
end of the fiscal year. 

There are predictions that at least for the next 6 months there will 
be a decline in the rate of corporate expenditures for plant and equip- 
ment of perhaps 5 percent as compared with last year. It is also esti- 
mated that for calendar year 1957 corporate profits after taxes will 
be some 2 percent below 1956. These facts and forecasts, however, do 
not necessarily indicate a decline in the volume of financial activity, 
which is what we must be concerned with for planning purposes. 

There has, in fact, been no decline in the volume of financial activity, 
that is in trading on the exchanges and over the counter and in the 
number of new public issues, since last July. Furthermore, many 
economists forecast a general business upturn for the latter half of 
ae 1958, and we are now dealing with the fiscal year which begins 

uly 1, 1958. 

T shall discuss the details of our planning forecasts later, but I 
should like to say at this time that even if our forecasts prove to be 
in some respects excessive, we believe that our appropriation request 
is still absolutely necessary and reasonable. This is so for several 
reasons. In the first place, we are still trying to catch up with our 
present workload. The budget which you now have before you is about 
equal to our request for the current year, which was cut by the Con- 
gress, as you will recall. But perhaps more significant is the strong 
probability that while a continued business and market decline over 
the next 18 months might reduce the volume of new isues registered 
and even the volume of trading, it would at the same time increase 
other elements of our total workload. There is little doubt but that 
many violations of the securities laws will come to light only upon a 
downturn in the market which is sufficiently prolonged and severe to 
cause injured purchasers to complain. 

Mr. Yates. Has that begun yet? 

Mr. Gapssy. The volume of complaints I would say is about the 
same as it was before the downturn. 

Since the work involved in investigating such complaints is ex- 
tremely time-consuming, the additional time required in this area 
would more than offset any saving due to a smaller number of new 
issue registrations. 

Such a prolonged business downturn would also most certainly 
result in more corporate reorganizations under the Bankruptcy Act, 
which require even more time per unit. On the other hand, the volume 
of much of our work bears no direct relation to small swings in market 
prices and the volume of new financings and corporate profits. I refer 
particularly to our functions under the Public Utility Holding Com- 
pany Act and the Investment Company Act. 

Having made this rather long digression, let me return to our first 
basic premise, to wit, that we are planning in terms of a continued 
high level of financial activity in the fiscal year 1959. 

Our second premise is that the existing high level of economic ac- 
tivity has brought with it numerous enforcement problems, and these 
will still be with us in even greater number during fiscal 1959. 
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1. More and more people have apparently come to believe that it is 
possible to obtain large and quick profits by purchasing unknown and 
speculative securities, which are represented as offering unusual oppor- 
tunities for gain. However undesirable this may be, it is a logical by- 
product of our prolonged prosperity. 

2. As a result of this get-rich-quick philosophy, the number, inge- 
nuity, and resources of violators of the securities act have increased, 
since the harvest from misrepresentation and fraudulent schemes, if 
successful, may be measured in millions of dollars. 


ENFORCEMENT WORK 


As you will recall, the enforcement phases of our work have caused 
the Commission the greatest concern over the past several years in 
terms of organizational and budgetary planning. It is in this area of 
our jurisdiction and responsibility that we have been forced to meet 
the most serious new developments. Since our program to meet these 
developments is discussed in detail on pages 4 through 13 of our jus- 
tification, I will confine myself to giving the highlights of the prob- 
lems which the Commission faces. 

1. The problem of stop-order and suspension proceedings for new 
issues: A distressing number of issuers filing either under the regis- 
tration requirements of the Securities Act or under the Commission’s 
exemptive regulation A do not appear to be making a sincere effort 
to comply with the disclosure and other standards required for such 
filings. In this area, there has been an increasing number of stop- 
order proceedings and suspension orders. Many of these lead to 
formal administrative hearings and investigations, and some are pre- 
ceded by investigations where additional information is needed to 
decide whether to institute such proceedings. These measures have 
enabled us to prevent the public sale of securities under many cireum- 
stances likely to involve fraud upon the investing public, but they do 
tend to be expensive in terms of professional time and travel. 

2. The problem of “boilerrooms”: The term “boilerroom,” as you 
gentlemen are familiar with, means an organization engagetl in the 
sale of securities primarily over the telephone, particularly the long- 
distance telephone, by high-pressure methods ordinarily accompanied 
by misrepresentation, deception, or fraud. During the past year the 
cetane has utilized all available enforcement techniques to meet 
this problem. As a result, we believe that most of the larger “boiler 
rooms” are no longer in operation. Instead, there appears to be an 
increasing number of smaller firms using the “boilerroom” technique. 
This cancerous diffusion makes our enforcement work more difficult. 

3. The problem of new and inexperienced brokers and dealers. The 
number of brokers and dealers registered with us has shown a very 
substantial increase. Many of these new brokers and dealers are inex- 
perienced and unfamiliar with the obligations which they owe 
to their customers. Some of them have entered the securities field 
solely with an eye to a quick profit, a “fast buck.” It is, therefore, 
especially incumbent upon the Commission to investigation irregular- 
ities in this field promptly and to initiate vigorous and effective action 
in the case of violations. 

4. The problem of promotional stocks. Economic conditions have 
been relatively favorable for the sale of promotional stocks of new 
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ventures. While we feel that new venture capital should be encou- 
raged, this does offér a fine oportunity for fraudulent enterprise. 
Within the past year, the Commission has been concerned particularly 
with the sale of new insurance company stocks in both exempt and 
registered issues. A significant number of these issues appear to in- 
volve abuses or possible violations of either the Securities Act or the 
Securities Exchange Act, calling for thorough investigation. 

These are only a few problems in this area with which the Commis- 
sion has been faced in the past 2 years, and which we expect will con- 
tinue to face us during the next 2 years. This enforcement work 
seriously affects each of the Commission’s division, offices, and regional 
offices. In the last analysis, the effectiveness of this work is to be 
measured only by the degree to which the ultimate objective of the 
law is attained, to wit, the protection of the investing public. The 
degree of fulfillment of this objective depends on the speed and ef- 
fectiveness with which we investigate suspected violations and take 
appropriate action to correct or to punish violators. Our effective- 
ness in this regard is in turn dependent on our having a staff both in 
the central office and regional offices, adequate to the task, as well as 
travel funds adequate to give mobility to the staff. The budget we 
have presented will provide the minimum staff and funds necessary 
to provide that degree of protection to the public investor which the 
Congress intended when it enacted the statutes under which we op- 
erate. Particular aspects of our plans for this work will appear as 
T discuss certain facts and forecasts relating to our workload and ex- 
plain our requests in more detail. 


INCREASED WORKLOAD UNDER SECURITIES ACT OF 1933 


Turning now to our work in processing registrations of securities 
under the Securities Act of 1933, we have prepared several large 
charts which show graphically the increased activity of the capital 
markets during the past several years and the concomitant increase in 
the workload of the Commission. 

On the first chart we show the market value of all stocks listed 
on the national stock exchanges. I call to your attention the con- 
tinual increase in this figure—from approximately $116 billion as of 
June 30, 1951, to $262 billion as of June 30, 1957, an increase of about 
125 percent in 6 years. This gives you some idea of the strengths 
of the economic forces at work in the market. It may be noted that 
the Consumer Price Index has risen only 8.5 percent in these same 6 
years, indicating that the increase in securities values is not solely 
the result of general inflation. 

The first overlay to this chart shows the total actual dollar value of 
securities registered under the Securities Act of 1933 from fiscal 1951 
to fiscal 1957, and estimated for 1958 and 1959. It is interesting to note 
that slightly over $6 billion was registered in fiscal 1951, as compared 
with the average in the 1940's of $4.5 billion, and in the 1930's of about 
$2.5 billion. For the vear ending Juné 30, 1957, the value of securities 
registered with the Commission totaled $14.7 billion. Our estimate 
for fiscal years 1958 and 1959 is $16 and $17 billion, respectively. For 
the first half of fiscal year 1958, that is for the 6-month period ending 
December 31, 1957, this figure is $7.5 billion as compares with $6.1 





137 


billion for the same period in fiscal year 1957. Since fiscal 1954, the 
increase in each year has been about $1 to $2 billion over the prior year. 

The next overlay shows the amount of new corporate securities 
offered for cash, which again shows a constant increase since fiscal 
1954. Newsecurities offered for cash in 1954 totaled $8.4 billion, which 
increased to $10.2 billion in 1955, $10.5 in 1956, and $12.6 in 1957. 
These are funds which can be provided to American industry only 
from the savings of people in America who are interested in pur- 
chasing corporate securities. Continued confidence in the integrity of 
our securities markets is essential to the successful raising of so huge 
an amount of capital. Maintenance of this confidence is one of the 
primary responsibilities of this Commission. 

Mr. Tuomas. May I interrupt you at that point? You are making 
a very fine statement. Most of it is in the justification, but it is well 
to repeat it. 

GROWTH OF CORPORATE ISSUANCE OF STOCK 


What are you economists—what reason do you economists assign 
for that vast growth in corporate issuance of stock there for cash? 
It is a savings, of course, but what reason do they assign to the invest- 
ments taking that particular shape, rather than some other shape? 

Mr. Gapspy. Well, of course 

Mr. Tuomas. You have an economic unit over there, and it is a good 
one. 

Mr. Gapssy. I know it is, and perhaps I can give a word first, and 
then ask Mr. Woodside to add to it. 

This is not an isolated phenomenon, the raising of capital. It is a 
part of the total investment of industry in producing new machinery 
and buildings. The total amount expended by industry for this end is 
derived from two sources, first from interior funds, and second from 
exterior new cash investment. The interior funds are such things as 
retained earnings, depreciation funds. 

Mr. Tuomas. The exterior funds have been running about $38 or $39 
billion for the last 3 years, the largest in the history of the country 
for the expansion of plant. Now, why that burst of investment in 
plant and equipment ? 

Mr. Gapssy. Perhaps I can best hand it over to the gentlemen who 
are more intimately connected with the figures. 

Mr. Woopsine. The best answer, I think, is to be found in the regis- 
tration statements of the companies that file for new money. The in- 
dustries like the chemical industry, petroleum, the utilities, the pipe- 
lines 

Mr. Tuomas. You can’t confine it to one industry. It is all the way 
across the board, isn’t it? 

Mr. Woopstpr. That is right. There has been a tremendous burst 
of investment, a tremendous decision to improve. 

Mr. Tuomas. Why? 

Mr. Woopsive. The short answer is that the people have been de- 


pending upon a greater demand for goods in this country, and they 
try to meet them. 


Mr. Tuomas. What do they base it on? 
Mr. Woopsine. The growth in population, the forecast in population 
trends. They base it upon the studies they have made showing the 
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I by the people for products which increase the standard of 
iving. 

The automobile industry, for example, has forecasts of transporta- 
tion requirements and road building requirements that go into the 
years ahead, and ‘indications are that industry in its present position 
oe meet requirements. That seems to run all the way across the 

oard. 

Mr. Tuomas. But the basis of all it is that 25 percent increase in 
population in the next 20 to 25 years, isn’t it? 

Mr. Woopstpe. Probably. 

Mr. Gapspy. That is the basis of it. It is combined with a forecasted 
increase in the standard of living, I think, Mr. Thomas. 

Mr. Tuomas. You have an increase in national income and national 
population. How do they evaluate those two factors? Certainly that 
is the basis of it. People without an income don’t add too much, do 
they? But people with a tremendous income set the woods on fire, so 
to speak. 

Mr. Woonpsie. One of the things that we have noticed is that in 
some industries, they are producing products which they didn’t even 
known about 10 years ago, which have given rise to employment and 
demands which weren’t even considered when the war ended. 

Mr. THomas. You mean new industries? 

Mr. Jonas. Wouldn’t the television industry be an example of that ? 

Mr. Tromas. In what way ? 

Mr. Jonas. How you have to change rapidly with what people 
want and don’t want. Ten years ago, we didn’t have a television in- 
dustry. Today it is one of the biggest industries in the country. 

Mr. Tuomas. It is bound to be a factor—change in desire. But still, 
the people may have a change in desire, and when they want some- 
thing and don’t have the wherewithal to get it, it doesn’t amount to 
much. 

Mr. Gapssy. Perhaps Mr. Loomis, under whose direction our statis- 
tical studies are made, could answer your question. 

Mr. Loomis. I don’t think I could add very much. It is the 
population—I believe the plant and equipment expenditures have 
been based upon, as you say, the increase in the population, plus the 
increase in the standard of living, plus a desire on the part of industry 
to modernize and rebuild its facilities. 

During the war years, that couldn’t be done to the extent that was 
desired. Since that time, there has been a lot of—well, you might call 
it automation, and things of that kind, which not only are designed 
to cope with an increased demand, but also to provide more efficient 
and more modern production facilities, which lead, we believe, to more 
economical production, and improve the competitive position of the 
companies. 

In addition to that, there are these new developments, new indus- 
tries such as—television was mentioned, which has been created in the 
last 10 years. 

Now, automation itself has created a considerable amount of new 
industry, and so has electronics. 

When you put all those together, you get the plant and equipment ex- 
nenditures, which in turn lead to an increase in the securities offerings, 
because those are necessary to finance the plant and the equipment 
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program. Utilities have had a constant increase, and quite a rapid one, 
in the demand. They have to, as a matter of law, have the equipment 
on hand to meet the demand when it comes, and they have been ex- 
panding very rapidly in order to do that. 

Mr. Tuomas. Have we reached the saturation point now, and is our 
present trouble the result of having reached that saturation point? 

Mr. Loomis. I don’t know. I am not much of an economic prophet. 
I wouldn’t say that in the long run we have. We may have a pause, but 
I suppose it is believed that the general trend, both because of popula- 
tion and the standard of living, is apt to continue upward and over 
the long term. 

Mr. Woopstpr. Mr. Thomas, may I answer in part? 

Mr. Tuomas. Surely. 

Mr. Woonsine. I think one of the best bellwethers in this country 
is the communications industry. A. T. & T. recently authorized the 
largest convertible financing in its history for the purpose of financing 
its anticipated demands for communication equipment in the few 
years ahead, 

Mr. Yates. Does that represent defense orders, or general public 
demand ? 

Mr. Gapssy. That is general public demand. 

Mr. Tuomas. That is new telephone equipment. I heard you say 
that about A. T. & T. We had always heard that scrap steel was 
one of the best indicators. How is that doing? 

Mr. Yates. The metal industry is at a new low, isn’t it? 

Mr. Tuomas. So are the sales of those scraps. 


REGISTRATION STATEMENTS EFFECTIVE JANUARY 17, 1958 


Mr. Sarcent. Last Friday was a very exciting day in the Com- 
mission, I felt, because securities of a total dollar value registered 
with our Commission which became effective totaled $1,364 million. 
That is the biggest day of the Commission, isn’t it? 

Mr. Woopsme. It probably was. 

Mr. Txomas. Does that mean you have been working on this issue 
for days, weeks, or months? What does that mean in itself? 

Mr. Gapssy. That means there is that much new money going 
into industry as a result of these issues. 

Mr. Sarcent. The interesting thing to me about it, too, was the 
fact that the two major issues, Shell Transport and A. T. & T. were 
essentially offerings which were an attempt to raise money through 
their own stockholders, not through the general public. That was 
the interesting feature I found about it. 

Mr. Tuomas. Those two corporate issues were raised from their 
own stockholders, and not the general public? They give the present 
headers an opportunity to buy so many shares at such and such a 

rice ? 
: Mr. Gapspy. Of course, A. T. & T. stockholders is getting to be 
the general public now. 

Mr. TxHomas. I was about to say that. About half the general 
public are stockholders in A. T. & T. 

Mr. Sarcent. The estimate today is 10 million, who are persons 
in our economy—that is, general public, who have invested in the 
corporate enterprises in the capital markets. 
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Mr. THomas. What was the value of the Shell Transport offering ? 

Mr. Sarcent. $232 million. 

Mr. THomas. Pipelines, tankers, what? 

Mr, Gapssy. Various activities. You must remember, that is one 
of the largest organizations in the world. 

Mr. Tuomas. That is a lot of money. 


SOURCE OF NEW CAPITAL 


Mr. Osrerrac. Are we to understand that all this indicates that 
business is such and advancements are such, and profits are such, that 
there is new capital-venture money, and that our tax structure and 
our savings are not important to this development ? 

Mr. Gapssy. I wouldn’t go so far as to say that; no. 

Mr. Osrertac. What I am trying to get at is what is the relation- 
ship between all this development in capital money—in other words 
profits that are going back into businesses for expansion, growth, an 
modernization, when it is often said that we have to relieve the tax 
structure in order that business may move ahead, and also, we have 
to provide for more savings in order to have capital money for 
investments. 

Mr. Gapssy. There is no doubt but that the net income of business 
and the individuals is significant in the amount of capital that is 
available for expansion of industry. All we are trying to point out 
at the present time is that we have not so far seen any diminution 
in the capital requirements that go through our Office, and we have 
had no indication that the present recession, or whatever you may 
call it, has had that result upon expansion of business. 

I am certainly not going to try to estimate the effect of tax pro- 
grams upon business expansion. That is a little beyond my field. 

All I am trying to point out is that so far, we have seen no indi- 
cation that business is cutting down its requirements. 

Mr. Tuomas. Mr. Ostertag is saying in so many words, if I under- 
stand him correctly, that this vast expansion program would not have 
been possible had it not been that the American people were able to 
a money, and then reinvest it through dividends, profits, and so 

orth. 

Mr. Gapssy. That is the only place new capital can come from. 

Mr. Sarcent. I think I would like to point out that one of the 
reasons capital is flowing into capital markets is the tremendous job 
this Commission is doing over the years in protecting the investment 
of the American people in the investment markets. 

Mr. Tuomas. There is bound to be a lot of truth in that statement. 

Mr. Chairman, you are making an interesting statement, but I won- 
der if you can summarize it? We don’t want to cut you off. Don’t 
stop it; you are making a good statement. But, could you sum- 
marize it ? 

Mr. Sarcent. The functions of this Commission reinstated a solid 
faith in the capital markets in the end. 

Mr. Gapspy. I have tried, Mr. Chairman, to hold this statement 
down to as bare bones an outline as I could. I have tried not to en- 
cumber the record with anything I didn’t think was completely rele- 
vant and necessary in our presentation. 

Mr. Tuomas. You have done a good job. Go ahead. 
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Mr. Gapspy. I don’t know that I can summarize it. Ill attempt to 
skip parts of it. 
Mr. Tuomas, Please go on. 


REGISTRATION STATEMENTS FILED 


Mr. Gapspy. Clearance of filed registration statements and prelim- 
inary proxy statements are quantitatively the two most important 
areas in the work of the Division of Corporation Finance. The Com- 
mission is asking fer funds providing for eight additional positions 
in this Division in order to provide the staff required to analyze the reg- 
istration statements, carry on the necessary stop-order proceedings, 
supervise proxy contests, and perform the numerous other tasks re- 
quired of the Division. These positions are shown in detail on page 
59 of our justification. 

Our second chart shows the number of registration statements filed 
with and processed by the Commission during the fiseal years 1951- 
57 and the estimated filings for fiscal years 1958 and 1959. The first 
overlay on this chart is similar to the first chart and shows the dollar 
amount of the securities issued under these registration statements. 
In the fiscal year 1951, there were 544 registration statements filed, 
the securities issued under which had a dollar value of $6.4 billion. 
You will note the almost continual increase in the number of these 
filings to 981 in fiscal 1956, followed by a slight dip in fiscal 1957 to 
943. We estimate that there will be 975 such filings in 1958 and 
1,025 in 1959. The aggregate dollar amount of these filings is shown 
to increase from $6.4 billion in fiscal 1951 to an estimated $17 billion 
in fiseal 1959—an increase of almost 300 percent. Our records for 
the first half of fiscal 1958 show 420 filings as compared with 405 fil- 
ings for the same period in fiscal 1957. 

Mr. Yares. I notice that. the number of registration statements 
filed with the SEC has been going down. Then suddenly your projec- 
tion shows it is going up. The first overlay shows that the dollar 
amount of securities registered with the SEC is going up, which 
would lead me to believe, if I interpret the chart correctly, that only 
the larger corporations are filing registrations with the SEC; is that 
correct ? 

Mr. Gapssy. I wouldn’t think that is a fair assumption. I think 
the relationship between the dolar amount of securities registered and 
the number of. securities, as shown on those two lines, indicate that 
there is no necessary correlation between the number and the dollar 
amount. 

In other word, in the year 1957, we have a downturn in the number 
of registration statements, but the amount. continues to increase. 

Mr. Yates. That is right. It would indicate to me, as my friend 
on the right has indicated, that companies like A. T. & T. and Shell- 
Transport are the ones filing statements. They are not small com- 

anies, 
ri Mr. Gapspy. No; they are not, and it certainly has an effect, I admit. 

Mr. Yates. Why do you suddenly project the number of registra- 
tion statements upward, when the solid line is going down ? 

Mr. Gapssy. Perhaps I can ask Mr. Woodside to answer that. 

Mr. Woopstpe. That dip in that line is a little bit misleading, for 
this reason. In 1956, there was a surge in interest in the New York 
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market in the trading in American shares for foreign securities, and 
the Commission adopted a new registration form for the American 
depositary receipts issued by banks in this country, which are issued 
against shares deposited abroad in foreign corporations. There was 
a matter of 70 or 80 registration statements filed in the latter part of 
either October or November of 1956 to take care of that problem, and 
it was entirely an abnormal thing. If you remove that 70 or 80—I 
forget exactly what it was—cases from that total, the line of registra- 
tion statements over the 5 or 6 years shows a fairly even trend upward. 

In other words, the normal] financing represented by the registration 
statements in dollar volume, if you exclude those cases for the Ameri- 
can depositary receipts—— 

Mr. Yates. How would the fact that you had those depository re- 
ceipt incidents bear upon the number of registration statements, if 
companies which still wanted to float securities would have to file 
registration statements with you? Therefore, I would assume that 
if that line goes down, the number of statements filed with you went 
down. 

Mr. Woopsinr. What I am saying now is that in 1957 there were 
943 statements filed; in 1956, there were 981. Of that 981, there were 
probably 80 of those cases representing American depositary receipts 
which came in on a new form. 

Mr. Yates. Are those included in registration statements? 

Mr. Woonstpr. Yes. 

Mr. Jonas. When was the increase ? 

Mr. Gapsry. The increase from $100,000 to $300,000 ? 

Mr. Jonas. When did that take place? 

Mr. Woopsinr. 1946. But that is an exemption. 

Mr. Gapsry. Those are not included in this total. 

Mr. Yates. Why do you suddenly go up? Because of the fact 
that you don’t contemplate these transactions any more? What 
leads you to believe you are going to get an increase in the number 
of statements filed? 

Mr. Woopsivr. All we can judge by is the trend that is indicated 
by the historical figures. If you eliminate that bulge of the Amer- 
ican depositary receipts, which I. think was a fairly temporary 
development in the New York market, our people projected the 
trend on the basis of the figures that begin back in 

Mr. Tuomas. As a more accurate statement, this chart was pre- 
pared last July or August, and due to forces beyond your control, 
there might be a little variation in conditions that existed when you 
prepared the chart and as of today. Isn’t that really the truth of 
the situation ? 

Mr. Woopsiwr. Always you are dealing with your best estimate 
of what is going to happen a year and a half hence. 

Mr. Yates. If the chairman is correct, that chart isn’t accurate. 
It is accurate as of conditions which existed 6 months ago, and I 
recognize this as being an estimate, but it is not an accurate esti- 
mate of conditions today, are they ? 

Mr. Woopsme. As it so happens, at the end of the calendar year 
1957, the total business done within that calendar year was in excess 
of $16 billion, which is the biggest year we have ever had. 

Mr. Yates. What portion of that was the first 6 months, and what 
portion of the last 6 months? 
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Mr. Gapssy. I have already stated that our records for the first half 
of 1958—the 6 months ending December 31, 1957—show 420 filings, as 
compared with 405 filings for the same period in fiscal 1957. So it 
indicates that our estimate was accurate. 

Mr. Donary. I think because of the scale in that chart the dip looks 
larger than it really is. . 

Mr. Tuomas. You had an increase of 7 percent in the first 6 months 
of fiscal 1958 over 1957 in numbers. What about dollarwise, now ? 

Mr. Donaty. The dollars were $7.5 billion for the 6 months ending 
December 31, 1957, as compared with $6.4 billion in the comparable 
6 months’ period ending December 31, 1956. 

Mr. Tuomas. A little bit larger percentage increase dollarwise over 
numbers. 

Mr. Gapssy. From a workload standpoint, the dollar value is not 
significant, and doesn’t bear the direct relationship that a 

Mr. Tuomas. Well, it has a little bearing on what Mr. Yates had 
in mind, on the more or less concentration of dollars against a de- 
crease in number of filings. 

Mr. Gapssy. That may be true, but there is no decrease in the 
numbers. There is an increase in the numbers. 

Mr, Yates. That is what I was interested in, because I wondered 
why it suddenly went up. But the contrast between the two 
6-month periods I find a very persuasive statement. 

Mr. Tuomas. Go ahead, Mr. Gadsby. 





EXPENDITURES FOR BUSINESS PLANT AND EQUIPMENT 


Mr. Gapssy. The second overlay on this chart shows the amount 
of expenditures for business plant and equipment during the fiscal 

ears 1951 to 1957. It is interesting to note the increase from $26.5 

illion in 1955 to $36.6 billion in 1957—a $10.1 billion increase, or 38 
ees in 2 years. Plant and equipment for the use of American 
yusiness enterprises have to be provided in substantial part—in the 
order of 25 percent in recent years—by new securities sold to the 
investing public. 

Mr. Yares. Isn’t there a trend by a number of large corporations 
to take it out of the earnings? 

Mr. Gapssy. The 75 percent balance is taken out of earnings or 
depreciation cash. There is no doubt about that. The only thing 
we are’ interested in is the amount furnished by outside capital. 

As I suggested earlier, a survey recently conducted jointly by the 
Securities and Exchange Commission and the Department of Com- 
merce indicates that plant and equipment outlays in the first quarter 
of the calendar year 1958 will be at a seasonally adjusted annual rate 
of $3514 billion—about 5 percent below the quarterly average for 
1957 and somewhat higher than the total in the calendar year 1956. 

Mr. Tuomas. Architects and engineers throughout the country are 
inclined to disagree with that figure, though. They all claim that 
their business is down, down, down. 

Mr. Gapssy. The latest McGraw-Hill annual survey indicates a 
decline of 7 percent in calendar year 1958 as compared with 1957. As 
you will note from this chart, in our experience, a drop of this sort 
in plant and equipment expenditures does not cause a corresponding 
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drop in the number or amount of registration statements. Accord- 
inly, we do not predict a smaller number of registrations, despite these 
forecasts, 

STOP-ORDER PROCEEDINGS 


The next chart shows the number of stop-order proceedings which 
the Commission has been compelled to institute. There were none of 
these proceedings in fiscal 1953, 8 in fiscal 1955, 17 in fiscal 1957, and 
an estimated total of 22 in fiscal 1959. Some stop-order proceedings 
are preceded by detailed examinations to determine whether the stop- 
order should issue, and these are time-consuming measures which do 
not appear in the chart. It is estimated that 12 such examinations will 
be Gadiertenen in 1959, as compared to 4 in fiscal 1957 and 1 in fiscal 
1955. These examinations and the resultant proceedings require a 
great deal of time, but they are necessary if the Commission is to curb 
the activities of the fraudulent issuer, promoter, underwriter, or 
broker-dealer in the securities markets, and to penalize willful viola- 
tors of the law. 

PROXY CONTESTS 


I have previously referred to the function of the Division of Cor-. 
poration Finance in the inspection and analysis of preliminary proxy 
statements and the handling of proxy contests. We estimate that 
2,200 preliminary statements will be filed during the fiscal year 
1959 and that we will be called on to supervise some 25 proxy contests. 

A very large amount of staff time is required in these proxy con- 
tests for the requisite extensive analysis, consultation with partici- 
pants, investigative work, and legal action. A substantial part of 
this work is performed under great pressure, and it calls for careful 
handling of extremely controversial material in a most impartial] 
and effective manner. 

About 70 to 80 percent of all the work performed by the Division 
of Corporation Finance is performed under some time schedule estab- 
lished by the statutes or the rules of the Commission, or requested by 
the parties. Thus, the Commission has no control over the flow of 
its work in these two areas. We have no “storage reservoirs” or “ex- 
pansion tanks” to compensate for the peaks in workload caused by 
variations in market prices, money rates, or other business factors. 
Since these changes will occur whether we wish them to or not, it is 
especially necessary for us to have a staff adequate to detect attempted 
violations of the law and to maintain that high standard of perform- 
ance of which we are quite proud. If we are not adequately staffed, 
all we can do is spread ourselves thinner. It will follow as the night 
the day that violations will occur undetected, and our standard of 
performance will suffer. 

Mr. Yates. Is that happening now, do you think? 

Mr. Gapspy. Not at the present time. We are managing to keep 
abreast of our workload, I think, in some respects. In some of them, 
as I will show later, we have fallen behind in the past year. 


REGULATION A FILINGS 


Regulation A filings covering issues of $300,000 or less in aggregate 
offering price are made in the regional offices, where they are examined 
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and analyzed, and where the conduct of the offering and the sales 
methods used are under surveillance. The overall direction and co- 
ordination of the administration of regulation A is placed in the 
hands of the Division of Corporation Finance. 


SUSPENSION ORDERS 


As you can notice from our third chart, the number of suspension 
orders under regulation A increased from 15 in fiscal 1955 to an esti- 
mated 165 in fiscal year 1959. In many of these suspension cases, 
relatively complicated investigations and administrative proceedings 
are necessary. Such proceedings must be processed with great ex- 
pedition, since the staffs of the regional office are required to examine 
and process the materia] filed under regulation A within 10 days after 
the filing is received. When the information so filed appears to be 
inadequate, misleading or fraudulent, a suspension order must be 
issued or other action taken within that time. 


BROKER-DEALER INSPECTIONS 


We have prepared another chart showing the number of broker- 
dealers registered with the Commission in the fiscal years 1951 to 1957 
and the estimated number for the fiscal years 1958 and 1959. On June 
30, 1951, there were 3,945 registered brokers and dealers. As of June 
30, 1957, this number had grown to 4,771, a net increase of 826 or 
about 21 percent. Of this net increase, 53 percent or 437 brokers and 
dealers registered with us in the past 2 years. We estimate that 5,000 
and 5,100 brokers and dealers will be registered with us as of June 30, 
1958 and 1959, respectively. 

The first overlay to this chart depicts the number of broker-dealer 
inspections completed during the same periods. You will notice that 
in fiscal 1951 we made 922 inspections. In fiscal 1953 there was a dip 
in this figure to 686 inspections. 

During the fiscal year 1958, we estimate that we will complete 1,520 
of such inspections. For fiscal 1959, no additional personnel are being 
requested for this program. It is estimated that 1,535 inspections 
will be completed in fiscal 1959. 

The high volume of corporate financing and the increased activities 
in securities trading is encouraging many new broker-dealer firms to 
go into business and to register with us. As I noted previously, a 
substantial number of these persons are untrained in financial matters 
and have had limited experience, if any, in handling securities or 
funds of other persons. We also find that these new registrants have 
sometimes put insufficient capital in the business. The only way that 
these situations can be discovered and remedied is through the pro- 
gram of broker-dealer inspections. : 

Mr. Jonas. Will it bother you if I interrupt you to ask you to turn 
to page 16? 

Mr. Gapspy. I expect you to, sir. 


INCREASE IN THE NUMBER OF SUSPENSION ORDERS 


Mr. Jonas. Where you said, in commenting on the third chart, you 
said, 


The number of suspension orders under regulation A increased from 15 in 
fiscal 1955 to an estimated 165 in fiseal year 1959. 








146 


Mr. Gapspsy. Yes, sir. 

Mr. Jonas. Does that mean that in 1959, the number of registrations 
will be increased by that estimated 165, because it will be required to 
register the 1959 exemptions? Isthat correct? 

Mr. Gapssy. Let me ask Mr. Woodside to answer that question, 
if I may. 

Mr. Jonas. Wouldn’t that increase that a larger number in your 
registrations, or under $300,000? 

Mr. Woonstpr. These figures refer to the notifications filed under 
the exemption under regulation A. We estimated that there would 
be an increase in 1958 and 1959 of applications under that exemption. 

Based on our experience in applications in prior years, we estimated 
that somewhere around 8 or 10 percent of them would be subject to 
suspension proceedings. 

Mr. Jonas. Would you then include those figures in the number 
of estimated registrations ? 

Mr. Woopstpr. No, sir. 

Mr. Jonas. They are entirely outside that ? 

Mr. Woonsinr. Yes, sir. There are not a number of instances under 
which a company which would finance under regulation A, abandon 
that, and then reregister. It happens once in a while, but not very 
often. 

BROKER-DEALER INSPECTION CYCLE 


Mr. Gapspy. A regular periodic inspection of broker-dealer firms 
with reasonable frequency is a vital part of the Commission’s enforce- 
ment program for the protection of the investing public. These in- 
spections are conducted to assure compliance with the regulations and 
requirements of the Securities Exchange Act and to discover and pre- 
vent violations of the law. The inspectors review transactions in the 
broker-dealer’s office to ascertain whether they comply with Commis- 
sion regulations in such respects as hypothecation of customers’ securi- 
ties, extension of credit on securities, churning, switching, and other 
improper and fraudulent practices. These inspections are also de- 
signed to ascertain the giving of proper confirmations, maintenance of 
necessary books and records, the filing of the requisite financial re- 
ports and compliance with the Commission’s net capital rule. In fiscal 
1957, the number of violations found in the course of these inspections 
totaled 1,722, which is an increase of 60 percent over those found 
during fiscal 1956 and an increase of 110 percent over fiscal 1955. The 
inspections frequently uncover situations which, if not corrected, might 
result in substantial losses to customers. 

The final overlay on the chart indicates the Commission’s inspec- 
tion objective of an 18-month cycle, which is considered the neces- 
sary cycle if the brokers and dealers are to be effectively policed. In 
view of the urgent need for personnel in the investigations work of the 
field offices, the Commission does not contemplate that it will arrive 
at the 18-month cycle for fiscal 1959. Instead, the inspection cycle is 
estimated at 2.8 years. 


INVESTIGATIONS PROGRAM 


I would like to discuss briefly the investigations program of the 
SEC. This material does not lend itself easily to visual presentation, 
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and we have prepared no charts relative to this discussion. Specific 
authority for the Commission to conduct its own investigations to 
determine whether violations of law have occurred is contained in 
each of the acts administered by the Commission. These investiga- 
tions are conducted by the regional offices under the general super- 
vision of the Division of Trading and Exchanges. 

Most of these investigations are initiated as the result of (1) com- 

laints by the investing public, (2) the Commission’s broker-dealer 
inspection program, (3) suspected fraud and malpractices in the 
solicitation, sale, and trading of securities and (4) surveillance of the 
securities markets. A preliminary private investigation is usually 
commenced in order to obtain sufficient evidence upon which to de- 
termine whether a full-scale investigation would be justified. Gen- 
erally, these preliminary investigations are limited to an examination 
of the Commission’s files, correspondence with parties having pos- 
session of pertinent information and interviews. 

If the matter cannot be disposed of satisfactorily by a preliminary 
investigation, the case is “docketed” for a formal investigation. This 
creates a formal record, and in connection with it the investigators 
may employ the Commission’s power to issue supenas requiring the 
appearance of witnesses to testify under oath and to bring in pertinent 
documents. Upon completion of a formal investigation, the regional 
office which has conducted it submits a recommendation either that 
appropriate action be instituted by the Commission or that the in- 
a be closed. These reports are reviewed and analyzed by 
the Division of Trading and Exchanges and any other interested staff 
division or office prior to presentation to the Commission for disposi- 
tion. If it appears that criminal prosecution would be appropriate, 
the Commission may refer the evidence to the Attorney General. In 
other cases, where appropriate, the Commission may authorize insti- 
tution of a civil netunbdindl for injunctive relief or administrative 
proceedings against the parties concerned. 

At the close of the fiscal year 1957, there were 978 investigations 
pending as compared with 813 pending cases at the close of fiscal 
1956. In other words, the number of cases opened (512) exceeded 
the number closed (347) by 165 cases in fiscal 1957. 

That, Mr. Yates, is one of the fields in which we have fallen behind, 
you see, because we didn’t have the personnel. 

Mr. Yares. Yes. 

Mr. Gapssy. There are two principal reasons for this situation : 

1. The increasing speculative activity in the markets and the larger 
number of apparent fraudulent transactions. 

2. A number of cases closed during the year were unusually com- 
plex and difficult, involving large-scale transactions and requiring the 
time and effort of numerous investigators. For example, I might men- 
tion the problem of the “boiler rooms,” to which I have previously 
referred. 

RESULTS OF INVESTIGATIONS PROGRAM, FISCAL 1957 


Despite the serious increase in the backlog of pending cases as of 
June 30, 1957, the investigations program during that fiscal year re- 
sulted in— 

1. 72 injunctive actions authorized by the Commission. 

2. 73 administrative proceedings instituted by the Commission 
to deny or revoke registrations of brokers and dealers. 

3. 29 criminal reference reports. 
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Because of the Commission’s concern over the increasing number 
of fraudulent transactions and the speculative activity in the market, 
it is requesting 26 additional professional positions for assignment 
to the regional offices in furtherance of this program in fiscal 1959, 
These are shown in detail on page 110 of the justification. It is our 
hope that these additional positions will result in a reduction in the 
estimated backlog of 938 cases at the close of the current fiscal year. 

Since the Division of Trading and Exchanges has general supervi- 
sion over the broker-dealer inspection and investigation programs of 
the field offices, provision for three additional positions in the Division 
of Trading and Exchanges is also requested. These are shown in de- 
tail on page 74 of the justification. 


AVERAGE EMPLOYMENT 


The next chart indicates the Agency personnel trend from fiscal 
1951 to 1957, and estimated average employment for fiscal. years 
1958 and 1959. In fiscal 1951, average employment totaled 1,040 as 
compared to an estimated average employment of 916 under the pro- 
— budget for fiscal 1959. As indicated in prior charts, our work- 
oad in many branches of our work has increased from 10 to 300 per- 
cent since fiscal 1951. As here shown, our current average employ- 
ment is considerably less than that in 1951. In the fiscal year 1959, 
we are requesting funds for an additional 63 positions, of which 42 
are for the field offices. 

The chart indicates also the ratio of field personnel to total per- 
sonnel for fiscal years 1951 to 1959. The ratio of field employment 
to the total employment has constantly increased. Specifically, the 
tabulation below indicates the percent of field employment to the 
total for each fiscal year. Since you have a copy of this statement, I 
will not discuss this tabulation further. 


APPROPRIATIONS AND FEES EARNED 


The final chart indicates appropriated funds and fees collected 
from fiscal 1951 to 1957, and estimated for fiscal 1958 and 1959. In 
1951, fees represented 1714 percent of the appropriation as com- 
pared to the 35.4 cet of the 1959 budget of $7,100,000, a 100 percent 
increase. Specifically, the tabulation below indicates the ratio of fees 
collected to the appropriation for each fiscal year. 

The overlay to this chart indicates the ratio of fees collected to ap- 
propriations from 1951 through 1959, which is a graph of the data pre- 
viously referred to, and proposed fees under pending legislation. Two 
bills introduced in the 85th Congress, one of which has been passed 
by the Senate, would amend section 31 of the Securities Exchange Act 
of 1934 to increase fees charged stock exchanges from 2 cents to 5 
cents per $1,000 of securities sales and to impose on brokers and deal- 
ers a fee of 5 cents per $1,000 on over-the-counter sales. Enactment of 
either of these bills would increase the percent of fees collected to the 
appropriation for fiscal 1958 from 36 to 68 percent and from 35 to 66 
percent in fiscal 1959. 
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Mr. Tuomas. Mr. Chairman, has there been any congressional ac- 
tion that permitted an increase in your fees since your basic acts 
were passed ? 

Mr. Gapspy. I believe not. I believe the answer is no. 

Mr. THomas. There was some action by this committee in 1950 or 
1951 which gave to the executive branch of the Government the right 
to increase the fees and that is where your increase in fees stems 
from, is it not? 

Mr. Woopsipe. In 1950 or 1951, the Commission made a proposal as 
a result of that action. 

Mr. YAtes. There was a sort of protest, wasn’t there ? 

Mr. Woopsine. I think it was the only regulatory agency that did 
make such a proposal, and we were promptly cuffed around all over 
the place. That proposal was abandoned, and the Commission decided 
to wait before taking any action. There has been no change in the 
statutory fees since the statute was enacted. 

Mr. Tuomas. However, you have had the authority since 1951 to 
increase it. 

Mr. Garretr. Not by our own action. 

Mr. Meeker. Not by our own action, sir. 

Mr. Tuomas. What do you mean by “your own action”? 

Mr. Meeker. We would have to have an amendment of the statute. 

Mr. Tuomas. But you have had authority to increase your own 
fees. I don’t know whut you mean by “your own action.” Language 
was passed which gave you the authority to increase your fees. 

Mr. Yares. In the Independent Offices Appropriations Act. 

Mr. Merxer. I think those related to other additional fields which 
the statute didn’t specifically specify fees, as it does, for example, in 
section 31 of the Securities and Exchange Act. 

as Woopstpe. I think what you must be referring to, Mr. Thomas, 
is that 

Mr. Tuomas. We are referring to the same thing. You have had 
that authority for 5 or 6 years, and you just haven’t used it. The 
exchanges got after you, and you folded up like an accordion. Now 
you come back and say, “We want the Congress to tell us to increase 
those fees by 15, 20, or 25 percent.” 

Now, you have had that authority, and you haven’t used it. What 
you are saying now is that when Congress really spells it out for you, 
you are going to increase your take over here by-—— 

Mr. ScHrmpenHELM. By about $2,200,000. 

Mr. Tuomas. Your total fees in 1957 was $2,243,580. How much 
do you intend to increase it by the pending legislation? 

Mr. Donaty. That would come to approximately $4.7 million in 
fiscal 1959. In other words, it would be an increase of $2.2 million 
if the proposed legislation is enacted. That will be $4.7 million total 
collected under the new proposal. 

Mr. Tuomas. And you have the authority now to raise those fees. 
You need no further legislation. 

Mr. Donaty. Mr. Chairman, I may be wrong about this but I believe 
that the increase in fees is up to the agency where there is a duplication 
of public record for the public, for certification fees, or possibly some 
type of servicing to the public, such as licensing fees. However, I 
believe that where there is something on the statutes, it requires legis- 
lation to change that statute. 
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Mr. Sarcent. Specific legislation, not general. It gives general au- 
thority, which runs contrary to this specific language in the statutory 
section which gives us the authority to charge 100 percent more fees. 

Mr. Txomas. You have the authority. T rhe statute is clear and un- 
equivocal. You have the authority, and when the exchanges begin to 
holler that you are taking part of their property away from them, you 
don’t use the authority you have. 

Mr. Gapspy. These fees are not collected from the exchanges. These 
are passed on to the customers. 

Mr. Tuomas. Well, that begs the question, Mr. Gadsby. 

Mr. Gapssy. What I mean is, we aren’t taking the exchanges’ profits 
away from them. 

Mr. Woonsinr. I don’t think we have any power under the statute to 
change the fees. 


TITLE V, INDEPENDENT OFFICES APPROPRIATION ACT OF 1952 


Mr. Tuomas. Title V of the Independent Offices Appropriation Act 
for 1952 states that fees and charges shall be self-sustaining to the full 
extent possible, and the head of each agency is authorized by regula- 
tion which, in the case of agencies in the executive branch, shall be as 
uniform as practical, and subject to such policies as the President may 
prescribe. is language was prepared by the Bureau of the Budget, 
gentlemen. We didn’t prepare it. But you do have the authority. 

Mr. Orrick. Mr. Thomas, I can assure you that the Commission’s 
point of view over the years, or at least the last couple of years, has 
been that we did not have the authority on our own initiative to amend 
the statutory fees. 

Mr. Tuomas. There is an authority right there. 

Mr. Orrick. We have never thought we had it. I think we ought 
to—— 

Mr. Tuomas. You mean you didn’t think you were going to get that 
heat from the exchanges all over the country. Now you want the 
Congress to go ahead and tell you specifically to increase these fees 
bya ‘specific amount. You have the authority now. 

Mr. Gapssy. I don’t think, Mr. Chairman, the Securities and Ex- 
change Commission has ever been governed by the desires of the 

ilated industries. It certainly hasn’t in the last 6 months. 
Mr. Tuomas. Call it what you will. There is the authority. 

Mr. Yares. Mr. Woodside remembers what happened, don’t you? 
You did propose a scale of fees, and under the authority of this 
statute 

Mr. Woopsipr. I think what happened, sir, was that the Commis- 
sion proposed a scale of fees with respect to the registration of broker- 
dealers, and with respect to perhaps regulation A, as to both of which 
there is now no provision in our enabling legislation as to the charging 
of fees. That is what the controversy ranged about, as I recall. I did 
not recall that there has ever been any proposal for authority which 
would 








Mr. Tuomas. Why did you propose the increase in fees, if you had 
no authority ? 

Mr. Woopsine. I am trying to tell you the 1933 act, or the 1934 
act, prescribed a specific fee for registration of securities and registra- 
tion of exchanges. I don’t think it has been changed. 
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Mr. Tuomas. Here it is right here. 

Mr. Woopsipr. I think that relates to charging of fees for services 
at the discretion of the agency, and not to—— 

Mr. Tuomas. Miss Reporter, at this point in the record, insert title 
V of the Independent Offices Appropriation Act of 1952. It has never 
been repealed ; it is still the law. 

(The information referred to is as follows :) 


TITLE V. FEES AND CHARGES 


It is the sense of the Congress that any work, service, publication, report, docu- 
ment, benefit, privilege, authority, use, franchise, license, permit, certificate, regis- 
tration, or similar thing of value or utility performed, furnished, provided, 
granted, prepared, or issued by any Federal agency (including wholly owned 
Government corporations as defined in the Government Corporation Control Act 
of 1945) to or for any person (including groups, associations, organizations, part- 
nerships, corporations, or businesses), except those engaged in the transaction of 
official business of the Government, shall be self-sustaining to the full extent 
possible, and the head of each Federal agency is authorized by regulation (which, 
in the case of agencies in the executive branch, shall be as uniform as practicable 
and subject to such policies as the President may prescribe) to prescribe therefor 
such fee, charge, or price, if any, as he shall determine, in case none exists, or 
redetermine, in case of an existing one, to be fair and equitable taking into con- 
sideration direct and indirect cost to the Government, value to the recipient, 
public policy or interest served, and other pertinent facts, and any amount so de- 
termined or redetermined shall be collected and paid into the Treasury as miscel- 
laneous receipts: Provided, That nothing contained in this title shall repeal or 
modify existing statutes prohibiting the collection, fixing the amount, or directing 
the disposition of any fee, charge, or price: Provided further, That nothing con- 
tained in this title shall repeal or modify existing statutes prescribing bases for 
ealculation of any fee, charge, or price, but this proviso shall not restrict the 
redetermination or recalculation in accordance with the prescribed bases of the 
amount of any such fee, charge, or price. 


Mr. Tuomas. Go ahead, Mr. Chairman. 

Mr: Gapssy. I never heard of this, I might say, Mr. Chairman. 

Mr. Yates. Ignorance of the law is no excuse. 

Mr. Gapssy. I refuse to be held responsible. 

Mr. Tuomas. Well, we are not hatding you responsible. Go ahead. 

Mr. Yates. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. This is an old law, and we have chewed this fat, and 
we all fought the battle of the exchanges 4 or 5 or 6 years ago. 

Mr. Gapssy. This (title V) provides that nothing contained in this 
title shall repeal or modify, and so on. Our statutes fix the amount. 
Wecan’t change it. 

Mr. Tuomas. Your staff, long before you came down here, at- 
tempted to raise the fees. The exchanges raised quite a fuss about 
it so the Commission didn’t put the increased schedule of fees into 
operation. 

Mr. Woopsine. I think those fees are for broker-dealers, Mr. 
Chairman. 

Mr. Tuomas. I forgot which category it was in. 

Mr. Yates. Does your proposed legislation propose to charge only 
those fees which you are now authorized to charge, or to provide for 
5 aa fees for other services? The pending bills to which you 
refer? 

Mr. Meeker. It intends to extend it to brokers and dealers who 
effect transactions to national securities and exchanges over the 
counter. 
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Mr. Yates. So the prohibition of this section would not apply to 
the situations you have in mind? 

Mr. Gapssy. I think the main amount of money we collect under 
this proposed bill will come from the increase in the established rate. 

Mr. Yates. In the established rates? 

Mr. Gapssy. From 2 to 5 cents per thousand. 

Mr. Yates. And there will be no other changes that you propose? 

Mr. Gapspy. There are other changes, but the increase in revenue 
comes from the proposed increase of from 2 cents to 5 cents. 

Mr. Yates. What is the ratio between your proposed fees and the 
remainder of $4.7 million that you anticipate ? 

Mr. Donary. I can describe it this way. 

Under existing legislation from stock exchanges, we estimate $800,- 
Oe If proposed legislation is enacted, that will go up to almost $2 
million. 

Mr. Yarers. And it proposes to collect the balance of fees from 
other types? 

Mr. Donary. That includes broker-dealer fees, too. 

Mr. Merxrr. From transactions effected otherwise, and not na- 
tional securities exchanges and over-the-counter market. 

Mr. Yates. For which there is no scale of fees presently ? 

Mr. Merxer. That is correct. 

Mr. Tuomas. You just are collecting a fee, more or less commen- 
surate with the cost of the service you are rendering? 

Mr. Gapssy. At least make it more nearly commensurate. 

Mr. Tuomas. You are not trying to make a profit, but just trying 
to break even ? 

Mr. GApssy. We are not even going to do that. 

Mr. Meexer. It was suggested last year that we consider such a 
proposal. 

Mr. Tuomas. We have been suggesting that for 4 or 5 years. That 
is why we put it in the statute. 

Go ahead, Mr. Chairman. This is all covered in the justifications, 
and I have read it all and studied it. Let’s go along. 

Mr. Gapspy. Gentlemen, in concluding my prepared remarks, I 
should like to state that we at the Commission are fully aware of 
the immensity of the problem which the Congress faces in determin- 
ing appropriations for the fiscal year 1959. We know that the fore- 
most problem facing our country in planning for the year is adequate 
national defense, and that many desirable expenditures which are 
not directly related to defense may well have to be deferred. I would 
be less than candid if I did not also say that the temptation is strong 
in a civilian agency to exaggerate the importance of its activities to 
national defense through convenient and obvious rationalizations. 

Mr. Tuomas. You can do or say anything you want to. Just put 
your best foot forward. 

Mr. Yares. If you don’t do it, you will be hearing from other 
civilian agencies. 

Mr. Ganssy. In our case, I have only two thoughts to give you in 
this regard. One is that in preparing our request we have done much 
soul searching and have cut down our total request to what we be- 
lieve is the bare minimum. We have reluctantly decided to defer 
certain projects which should ultimately be accomplished but which 
seem less urgent in the light of present circumstances than other 
obvious demands on our national resources. 
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The other thought is that the performance of our minimum essen- 
tial functions, which is what this request in our best judgment 
represents, does have a direct relation to our national defense in the 
present cold war. And I say this without apology, despite my earlier 
remark on the temptation to overwork the argument. Industry can- 
not meet the heavy demands of our defense program without adequate 
capital. And unless we are to abandon our free and democratic eco- 
nomic and financial system—which would in itself be a major victory 
for the other side—the availability of that capital requires the con- 
tinued existence of a free and orderly financial market in which the 
ordinary citizen can have confidence. Preserving that kind of market 
is the principal objective of our Commission in this time of great 
national danger. This includes, of course, similar maintenance of 
public confidence and prevention of abuses in the public utility hold- 
ing company area, in investment companies, and in corporate re- 
organizations under the bankruptcy act. We have requested only 
what we think is necessary for adequate performance of this broad 
mission, and we believe the mission is essential to maintain the vital 
private industrial and financial base for our defense effort. 

The justifications cover an explanation of the personnel increases 
we have requested for each division and office. Knowing that you 
have read the justifications and that you are generally familiar with 
our needs, I will not, in this statement, go into each item. I under- 
stand that members of the committee will have questions to ask. I 
will be glad to answer all questions I am able to answer, and the 
other commissioners and the staff will assist in furnishing such in- 
formation as I may not have personally. 

Mr. Tuomas. You made a saaeetnali statement for your first ap- 
pearance, Mr. Gadsby. If you come over here 10 years from now, you 
are really going to be hot. 

It was very fine. I mean that sincerely. 

Mr. Gapspy. I might add, Mr. Chairman, that there will be de- 
livered to each member of this committee a copy of our 23d annual 
report. I think it will be on your desks today, and I am not going to 
attempt to summarize 253 pages of that report. I think it gives you 
in great detail what we have done, what we expect to do, and what 
we are required to do under the statute. 


UNIFORM ALLOWANCES 


Mr. Tuomas. That is fine. 

What uniforms does the Commission have now? We have been 
trying to find one around here. 

Mr. Gapspy. I don’t find that. 

Mr. Donaty. We have 1 nurse, and we reimburse her for the cost 
of her uniforms, $100 a year. 

Mr. Tuomas. She has more than one uniform, does she ? 

Mr. Donary. Yes. 

Mr. Tuomas. We figured you might have had an elevator operator 
or nurse or chauffeur. But at any rate, nobody else is getting those 
uniforms ? 

Mr. Donaty. No, sir. 

Mr. Tuomas. If the Commission is wearing one, we want one, too. 

Mr. Gapssy. We'll let you know. 
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Mr. Tuomas. This justification, I will tell you, is a good one. It 
has a lot of meat in it. Our friend over there, Mr. Donaty, has really 
spent some time on it. 


SUMMARY OF COSTS, 1957 TO 1959 


Miss Reporter, I wonder if you will put this big table—— 

Mr. Donary. It follows page 3. 

Mr. Tuomas. Well, it tells an old story, if you want to figure it out. 
Miss Reporter, put it in the record at this point. 

(The table referred to, is as follows :) 


Actual costs for 1957, estimate for 1958, changes for 1959, and estimate for 1959 






























































i 
(1) | (2) (3) (4) (5) 
Actual, 1957 Program, 1958 Changes for Estimate for 
| 1959 1959 
Page| Division or office 
No. | Aggre- Aggre- | Aggre- Aggre- 
Posi-| gate of | Posi-| gate of | Posi-| gate of | Posi-| gate of 
| tions| annual | tions| annual | tions, annual | tions! annual 
salaries salaries salaries Salaries 
debit fleeing Jocithcdctnennicileceducsinl kakashi hatin aay i a ee ed 
21 | Executive offices____-.....-.-- 20 | $215, 275 21 | $224, 520 |. Sibans ad" 21 | $224,520 
23 | Office of the Secretary-_---.-- 7| 41,070 7 42, 680 1 $2, 960 8 45, 640 
26 | Office of Hearing Examiners 4 36, 730 6 54, 590 1 11, 610 7 66, 200 
29 | Office of Opinion Writing _---- 9 68, 110 10 81, 940 1| 6, 390 il 88, 330 
31 | Office of General Counsel. ---- 26 | 182,165 29 | 202, 760 1} 3, 670 30 206, 430 
38 | Office of Chief Accountant ___ 8 70, 435 9 74, 690 |...... Me. Lodceew 9 74, 690 
43 | Division of Corporation Fi- 
nance: | | 
Office of the Director ____- 5 41, 400 5 SD Fo cera. 6 ad 5 41,710 
Branches of Corporate 
Analysis and Examina- | 
Se a 116 | 836,455 | 122) 885,675 8} 51,120; 130 936, 795 
Branch of Administrative 
Proceedings and Inves- 
tigations __- ; 2 16, 360 2 PR OE. acrinietensktbimignh 2 16, 500 
Branch of Small Issues_._- 6 35, 775 6 Sawa t1.i2. 6 36, 045 
Branch of Chief Account- 
ant. _- a 4 34, 950 | 4 Ge SO Nas~onctess a 2c55 5s 4 33, 260 
Office of Chief Counsel....| 11 74, 380 ll 18, 000 4. 21522)5-2-- 255 ll 74, 950 
Office of Engineering..___- | 6 43, 515 6 lan <cdheciipeciws 6 44, 005 
Office of Filings and Re- 
Md. eke a .--| .18.|, 84700} 18). 88,815 |...... |-------= 18 85, 815 
Subtotal___-_._-.-- ee 168 |1, 167, 535 174 |1, 217, 960 | 8 51, 120 182 | 1, 269, 080 
60 | Division of Trading and Ex- | 
changes: 
Office of the Director __. -- 8 | 62,390 8} 64,305 |..-.--| 8 64, 395 
Branch of Enforcement. 48 | 286,050 53 | 311, 305 3} 19,17 56 330, 475 
Branch of Exchange Reg- 
| ulation and Economic | | | 
| Research - - - | 19] 134,285; 18 131, 665 -| 18] = 131,665 
SEC Statistics_ -| 12] 64,825 13 | 72,275 | -| 13 | 72,275 
Government Sta- | | 
| RR <a ae 71,265 | 18 | 95, 580 | 18 | 95, 580 
I as ince shins 100 | 618,815 | 110 | 675,220 3 19,170 | 113 694, 390 
75 | Division of corporate regula- | 
tion: | | | | | 
Office of the Director. -- 4/ 33,480) 4 | 34,005 |.....- fab dvabees | 4] 34,005 
Branch of Public Utility | 
Regulation.............| 18 | 155,020 | 19| 157,235 pee tie ee 157, 235 
Branch of Investment | | | | | 
Companies 3 37:1 3 1: 131, 230 | 2; 12,780! 19; 144,010 
Office of Chief Counsel- _ - 6 | 43,580 | 6 45, 985 | 1 | 6, 390 | 7) 52, 375 
Office of Special Studies | 
and Administration__.| 9! 55,840 On Oo te ee 9 | 57, 920 
' — —_ ——— ew poe’ —— 
Subtotal____. Se ae ae 54 | 416,490 | 55 | 426,375 | 3 19,170 | 58| 445, 545 
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Actual costs for 1957, estimate for 1958, changes for 1959, and estimate for 1959— 





























































Continued 
(1) (2) (3) (4) (5) 
} 
Actual, 1957 Program, 1958 | Changes for Estimate for 
195 1959 
Page Division or office 
No. Aggre- Aggre- | ggre- Aggre- 
Posi-| gate of | Posi-| gate of | Posi-| gate of | Posi-| gate of 
tions; annual |tions| annual | tions| annual | tions} annual 
Salaries | salaries Salaries Salaries 
spied eeoenatintelytaghietpeetnapyiaatteimenelannaia named Patt bk ena an 
89 | Division of Administrative 
Management: | 
Branch of Records and | 
Serene iis. ka Lies 84 | $348, 317 87 | $367,377 3 $8, 610 90 | $375,987 
Branch of Personnel. .___. 9 55, 855 9 TA DOD hice chs cdntacinee: v9 53, 850 
Branch of Bate and 
FRE coset 13 67, 345 | 14 7a; Be A oe OM 72, 305 
Subtotal.........:...-.. 106 | 471,517 | 110 | 493,582] 3] 8,610) 113| 502,142 
Subtotal, departmental. | 502 |3, 288, 142 a 3, 494, 267 21 122, 700 0 | 562 552 | 3, 616, 967 
%6 | Regional offices: | Sie sonra ne 
| TU aa 110 = 800 131 825, 921 16 87, 685 147 913, 606 
Boston. 14 1, 405 15 101, 575 2 9, 805 17 111, 380 
Atlanta_.- 14 os 890 17 113, 805 2 9, 805 19 123, 610 
Chicago 61 418, 125 67 462, 625 4 22, 585 71 485, 210 
| Fort Worth 19 118, 145 22 134, 690 3 16, 195 25 150, 885 
| Denver MehesLS hls. 28 173, 910 32 | 206, 720 3 16, 195 35 222, 915 
| San Francisco. ....-......- 29 | 197,715 34 | 222, 730 6 31, 440 40 254, 170 
| NN oc dian Wicket 17| 113,695| 19] 125, 605 4| 22,585| 237 148,190 
Washington, D. C__.____- 16 | 100. 090 18 | 116, 345 2 9, 805 | 20 126, 150 
Subtotal, field. ......_.- 308 2, 022, 775 355 |2, 310, 016 42 | 226,100 | ,; 897 | 2, 536, 116 
i ———S=S>|_s —S>=_|_E _ —— SS=™_|_ ———S_— SS EO ES OS ee 
| Personal services___- 810 {5,310,917 | 886 |5, 804, 2x3 63 | 348,800 | 949 | 6, 153, 083 
Less: Adjustment for lapses__.| 32.3 | "182,139 | 37.5 | (247,333) 3.5} 6,750 | 41.0) 254 083 
Net personal services. -.|777.7 |5, 128,778 |848.5 |5, 556,950 | 59.5 | 342,050 | 908 | 5,899, 000 


Positions other than perma- 
nent... 





7.2 31, 694 












































} 
‘ 43, 500 ae 19,500 | 8.0 63, 000 
Regular ‘pay in excess of 52 
weeks. ; oeeedinentnnalian 2 21, 600 “ 1,400 |_-.._. 23, 000 
Other pay ments for Personal 
| _ Services. wh 3i3 30, 670 11, 000 sb (8, 000) | - -. 3, 000 
| Overtime and holiday pay. 10, 026 9, 200 - 2, 800 12, 000 
| — a | ee | 
| Total obligation, per- 
sonal services. y 784.9 |5, 201, 168 (856. 5 [5,642,250 | 50.5 357, 750 916 | 6,000, 000 
| Less: Income for services per- 
SS al ata 2.4 18, 222 1.5 11,000 |+1.5 | +11, 000 eile Nien ohtbintbe 
All personal services... .|782. 5 |5, 182,946 |255.0 |5, 631,250 | 61.0 | 368,750] 916 | 6,000, 000 
Other obligations; 
113 Travel______. --| 183, 856 |__.--- 219, 250 |_..... 40, 750 |_....- 260, 000 
115 Transportation of things. a 7, 645 |_..... 13, 800 ee (2, 800)}_..-.- 11, 000 
116 Communication services_ beni SE Bneteotl 148, 000 |_..... 000 cae 150, 000 
117 ie anctthenornninente na 12, 434 }__.... 13, 600 |__.... 6, 400 }___... 20, 000 
119 Printing and reproduction. Laci 39, 788 |__...- 81,S00 |_.....} (24,000))__.... 57, £00 
121 — contractual serv- 
MOG. casas ctl Masia sanity Oo ndae 54, 661 |_-...- 104, 000 |__._-- (10, 000)}...... 94, 000 
123 Supplies and materials... _}__._.- 72, 230 }|_..... 76,000 |__.... 3, 000 awe 79, 000 
125 Equipment oe 35, 016 wa 54, 000 |...-.-.- Taide a 5A, 000 
129 Grants, subsidies, and 
contributions nk te bn bine vine ddielicanken te 345, 000 |_....- 15, 71 octen 360, 700 
130 Refunds, awards, and in- 
| demnities ookshioot 4, 810 |.....- 5, 200 |-..--- Spel stunts 5, 200 
131 Taxes. tire ceca tbepdedh alouk 7,699 |_.._. 8, 000 |__...- Lice 8, 200 
} Subtotal, other obliga- 
} ee i RO --| 560,965 |______|1, 068, 750 Lh 31, 250 |_.....} 1, 100, 000 
; SS ae fae ——= =< SS |_ ———— =—_—_ 
Total obligations. ___.._|...__. 5, 743, 911 6, 700, 000 |... 400,000 |__.... 7, 100, 000 
| Unobligated balance, esti- 
mated savings. ._..__... aol 5, 089 Di bbel la Bwnts Joe ckbebbacibemabearde 
| Appropriation or esti- 
ach in and coterteke 5, 749, 000 6, 700, 000 400, 000 ---| 7, 100, 000 
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ENFORCEMENT PROGRAM 


Mr. Tuomas. I think your language on the enforcement program is 


so good that if you don’t mind, we would like to insert it in the record. 


That is pages 4, 5, 6, and 7, and we may as well go through 8 and 9. 
(Pp. 4 through 9 are as follows:) 


ENFORCEMENT PROGRAM 


The most significant aspect of the Commission’s activities under conditions 
now existing and foreseen is its enforcement program. The major phases of 
this program, which is for the protection of the investing public, are summarized 
briefly below. 

The Commission believes that there can be no substantial question as to the 
desirability, indeed the necessity, for the effective enforcement of the Federal 
securities laws. Furthermore, it is the policy of the Commission that its enforce- 
ment activities should include such efforts and such measures as are necessary 
to accomplish that objective under the conditions which exist. The Federal 
securities laws were enacted by the Congress-for the stated purpose of providing 
full and fair disclosure of the character of securities sold in interstate and 
foreign commerce, preventing frauds in the sale thereof, preventing inequitable 
and unfair practices in the securities markets and for other important purposes. 
The securities laws will fail of their purpose if not enforced, and the conse- 
quences of such a failure, in addition to loses of untold millions of dollars of in- 
vestors’ savings, could be such a destruction of investor confidence in the capital 
formation process as to gravely injure any economy based on the free-enterprise 
system. 

The dollar volume of securities effectively registered under the Securities Act 
of 1933 increased by 94 percent from $7.5 billion in fiscal 1953 to $14.6 billion in 
fiscal 1957. In the postwar years 1945-50 it was $4.5 billion on the average and 
in the 1930’s averaged about $2.5 billion. The increase for fiscal years 1951 
to 1959 is graphically illustrated on chart IV, annexed to these remarks on the 
enforcement program. 

The aggregate market value of all stock on all stock exchanges, which never 
exceeded $100 billion before 1946, except briefly in 1929, increased from $111 
billion at December 31, 1950, to over $262 billion at June 30, 1957. The dollar 
volume of securities traded on stock exchanges rose to $34 billion in fiscal 1957 
as compared with about $17 billion in fiscal 1953. 

The number of holders of shares in publicly owned corporations was estimated 
by the New York Stock Exchange to have increased from 6,490,000 in early 1952 
to 8,650,000 at the end of 1955 and has probably further increased since then. 

Markets such as these are accompanied by enforcement problems unprecedented 
in the Commission’s experience. These problems were not encountered in the 
relatively quiet and disillusioned markets of the 1930’s or under the conditions 
of war and reconversion. By reason of recent economic and market conditions, 
it appears that a substantial segment of the public again believe that it is possible 
for the unskilled to reap large and quick profits in the securities markets and 
has available funds which may be used for that purpose. As a result, there is an 
increase in the number of uninformed and unsophisticated investors and an in- 
crease in their willingness to purchase unknown and speculative securities, which 
are represented as offering unsual opportunities for gain. 

These public attitudes, in turn, increase substantially the opportunities for 
illicit profit in the illegal or fraudulent sale of securities and increase also 
the premium upon successful evasion of the investor safeguards provided in 
the Federal securities laws. As in any field of law enforcement, the number, 
ingenuity, and resources of violators increase when the potential rewards of 
successful violations increase, and the potential rewards of a successful securi- 
ties fraud may be measured in the millions of dollars. 

Illustrative of the enforcement problems now confronting the Commission 
are the matters briefly summarized below. 


1. THE PROBLEM OF “BOILERROOMS” 


The term “boilerroom” means an organization engaged in the sale of securities 
primarily over the telephone, particularly the long-distance telephone, by high- 
pressure methods ordinarily accompanied by misrepresentation, deception, or 
fraud. Such organizations commonly concentrate on the distribution of one or 
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a few issues of speculative securities at a time, seeking to sell these issues in 
quantity by whatever representations are necessary to make a sale. 

To detect and prove fraud in telephone sales of securities is a difficult under- 
taking involving the painstaking collection and verification of evidence from 
widely scattered sources throughout the United States. 

The Commission has utilized all available enforcement techniques to meet 
the problem. As a result, it is believed that most of the larger “boilerrooms” 
whose activities created such concern in the past year are no longer in operation. 
In lieu thereof, there are appearing a great number of smaller firms using the 
“boilerroom” techniques with only a few high-pressure salesmen. This can- 
cerous diffusion makes the enforcement work of the Commission more difficult. 


2. SALES OF UNREGISTERED SECURITIES BASED ON CLAIMED EXEMPTIONS 


The Commission believes that a large but undetermined number of securities 
have been sold in violation of the registration and prospectus, and in some cases 
the antifraud provisions of the Securities Act of 1933 pursuant to claimed 
exemptions which, in fact, were not available. The Commission believes that 
these sales have been made, in the main, under claims of exemption pursuant 
to the so-called private offering exemption and the intrastate exemption. This 
is particularly applicable where an issue, or the sales procedures to be employed, 
would not stand the light of the full disclosure requirements of registration. 
In sueh cases, there is incentive to attempt avoidance of these requirements 
through purported reliance upon an exemption where the limitations of the 
exemption are not in fact observed. The Commission ordinarily learns of these 
offerings only after they have been commenced and has no means of ascertaining 
whether or not the exemption is available except by initiating an investigation. 

Recently there have been a number of instances where securities claimed to 
have been issued pursuant to these exemptions were transferred through 
channels in Canada, Switzerland, Liechtenstein, and other foreign countries. 
When this occurs, the Commission is gravely handicapped in tracing the transac- 
tions and determining the facts upon which proof of the availability or non- 
availability of the claimed exemption depends, particularly where the laws of 
the particular foreign country preclude disclosure of pertinent information. 
There is reason to believe that in many instances these channels are utilized 
for the deliberate purpose of complicating or frustrating the Commission’s 
investigative effort. Every effort must be made and is being made to discover the 
facts in such cases and to prevent evasion of statutory duties by such means. 


8. EVASION OF REGISTRATION REQUIREMENTS THROUGH THE NO-SALE THEORY 


By Commission Rule No. 133, which embodies an interpretation of long stand- 
ing, certain types of corporate mergers, consolidations, reclassifications of secu- 
rities and acquisition of corporate assets have been deemed not to constitute a 
sale of securities to stockholders of corporate parties to the transactions. This 
rule has the effect of exempting issues of securities in these transactions from 
the registration requirements of the act. It has been relied upon in a very 
large number of corporate transactions consummated without registration. As 
in the case of the private offering and intrastate exemptions, a substantial 
number of transactions allegedly exempted under the rule, in fact involve viola- 
tion of the registration provisions. The enforcement problem involved is 
essentially similar to that discussed above in connection with these two exemp- 
tions and there is evidence that this rule also has been abused in deliberate 
efforts to evade compliance with the registration provisions. 

The Commission attempted to resolve this particular problem by proposing 
a revision of the rule which would in effect have made the exemption unavail- 
able in situations covered by its terms. A public hearing was held at which 
leading members of the bar and representatives of industry strenuously opposed 
this proposal. In the light of the comments received on the proposal, it has 
been withdrawn by the Commission for further consideration of appropriate 
means, either by administrative action or statutory amendment, to deal effec- 
tively with the problem created by the rule. The enforcement problem of keep- 
ing transactions subject to the rule within legitimate bounds remains and will 
require continued investigative and enforcement effort. Furthermore, substan- 
tial revision of the rule may ultimately prove necessary to prevent its being used 
as a loophole for evasion of the registration requirements. If this occurs, a sub- 
stantial increase in the number of registration statements filed under the Secu- 
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rities Act and in reports filed under the Securities Exchange Act is anticipated. 
In this connection, the administrative burden upon the Commission and upon 
corporations may be minimized, in part, by coordinating such registration re- 
quirements with the proxy statement requirements of the Commission’s rules 
under section 14 of the Securities Exchange Act. 

Mr. Tuomas. Your personnel load for 1957 was 782 people. You 
increased it in 1958 to 855, and this year you want to go to 916, which 
is an increase of 61, and, as I remember, you want to put 41 of them 
in the field. 

Mr. Gapssy. Forty-two. Twenty-one in the central office. 

Mr. Tuomas. You have three big divisions; the Division of Cor- 
porate Finance, the Division of Trading and Exchanges, and the 
Division of Corporate Regulation. 

Mr. Gapssy. That is right. 


OPERATING DIVISIONS 


Mr. Tuomas. The Division of Corporate Finance jumped from 168 
in 1957 to 174 in 1958, and you want to add 8, for a total in 1959 of 182. 

The Division of Trading and Exchanges went from 100 to 110 in 
1958, and you want to go to 113, an increase of 3 in 1959 over 1958. 

That Statistical Branch remains the same; 13 people in 1958 and 
1959. 

Where are the green sheets on that office? I think you set them up 
very accurately. 

Mr. Donaty. Page 74, on the Division of Trading and Exchanges, 
sir. 

Mr. Tuomas. But I don’t find the green sheets. That is what I 
am talking about, and you supplied them all the way through until 
you got here. 


COST OF STATISTICAL PROGRAM, FISCAL 1957 TO 1959 


Mr. Donary. Sir, may I submit this? You are speaking of the 
cost of the statistical program. That is 1957, 1958, and 1959. I 
believe the chairman asked for that information last year, too. That 
is the overall cost. 

Mr. Tuomas. Is this your main—— 

Mr. Donarty. Yes. 

Mr. Tuomas. That is your overall cost, and you have two sections. 
Where is the other one? 

Mr. Donarty. The statistical section is in the Division of Trading 
and Exchanges. 

Mr. Tuomas. The whole unit is set up ? 

Mr. Donarty. Yes, sir. 

Mr. Tuomas. I think you set it out here under corporate finance; 
don’t you ? 

Mr. Donarty. No, sir. 

Mr. Txomas. Under the Division of Trading and Exchanges, you 
have it on the chart for around 29 or 30. 

Mr. Donary. In 1959 

Mr. Tuomas. Wait a minute; 18 and 13 is 31. Your’re right. 

Mr. Donatry. With average employment, that leaves us about 30.5. 

Vr. THomas. This is it, right here? 

Mr. Donaty. Yes, sir. 
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Mr. Tuomas. I wonder, Miss Reporter, if you will put in the record 
at this point this chart dealing with the Government statistical pro- 
gree under the Division of Trading and Exchanges? It shows 18 
people at a cost of $95, 000. 

he table referred to is as follows :) 


Statement of cost relating to Securities and Exchange Commission and Government 
statistical ree for pas yours 1957 to 1959, inclusive 



























































Actual, 1957 ; Estimate, 1958 Estimate, 1959 
Project ETE. 5 as : oe 
Man- | Cost Man- Cost Man- Cost 
years | years years 
| 
Securities and Exchange Commission 
statistics: 
1. Registration and regulation A____- 3.2 | $18, 786 4.3 $23, 113 4.7 $25, 442 
2. Securities offerings and retirements - | 4.5 25, 308 5.0 27, 285 5.0 27, 910 
3. Cost of flotation _. 1.7 9, 183 5 2,7 -5 2, 745 
4. Broker-dealer financial statisties____| cae 1, 621 4 2, 161 | 2, 470 
5. Investment ee data. aa nab ban choad -8 4, 365 8 4, 390 
6. Special studies - ---- ; -| 1.1 7, 561 1.5 8, 185 1.5 8, 230 
Subtotal, Securities and Ex- | 
change Commission. ---.....--- 10.8 62, 459 12.5 7, 837 13.0 71, 187 
=== = ———-— = =f (Sa 
Government statistical program: | | 
1. Quarterly financial reports. | 5.2 28, 545 7.0 7, 194 7.0 37, 220 
2. Plant and equipment expenditures | | | 
and business budgets__- 2.4 16, 157 4.5 24, 556 4.7 24, 670 
3. Savings and pension funds. ---- } a1 19, 994 4.5 24, 556 4.8 24, 730 
4. Corporate working captial_- 1.0 5, 442 | 1.0 5, 457 1.0 5, 460 
Subtotal, Government statistics __ “ 11.7] 70,138 17.0 91, 763 17.5 92, 080 
Subtotal, Government and Se- | | | 
curities and Exchange Com- | 
mission... . | 22.5 | 132, 597 | 29.5 | 159, 600 | 30.5 163, 267 
Office of the Director, Division of | 
Trading and Exchanges pro rata | 
share. - és | 1.0 8, 339 1.0 8, 629 1.0 8, 629 
sapiens | -——|—— neal ale ai 
Subtotal, personal services 23.5 | 140, 936 | 30. 5 | 168, 229 | 31.5 171, 896 
Other: | "| 
Travel ead | 768 fama 750 | ‘ 750 
Transportation... | 
Communications | 3, 025 | 3, 255 | 
Rents and utility services sdasiol 2,719 | 2, 950 | 
Printing and reproduction _- ; 2, 665 | 2, = | 
Other contractual services wel 943 |_- 1, 2¢ or a 
Supplies sia 800 930 | 
Equipment ‘ 2, 064 1, 891 | 
Retirement contributions | 9, 813 | 
Awards : : 400 | 
Taxes __. | 225 | 225 | 
Subtotal, other cost {0 ea. ae 24, 904 
Grand total a gine ok, a 133 | i --| 192, 400 |--------- 196, 800 





Mr. Tuomas. What are their activities, and is their effort coordi- 
nated with the effort of other Government agencies dealing with 
statistical matters and statistical information ? 

Mr. Gapspy. Mr. Loomis can answer that question. 

Mr. Loomis. The whole statistical program of the Government, 
including what we do, is under the general direction and supervision 
of the Office of Statistical Standards of the Bureau of the Budget. 
They work very closely in working out what programs we are going to 
undertake. The statistics are divided into two types: the type in this 
chart just furnished to you, the statistics that are used in the Com- 
mission’s operations—SEC statistics—and then the Government 
statistics. 

21543—58—pt. 1—_—11 
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Mr. Tuomas. Where you have 18 people. 

Mr. Loomis. That is right. 

Now, the Government statistics, we work with the Department of 
Commerce on the plant and equipment survey, and other quarterly 
financial reports. e work with the Federal Reserve System on the 
savings studies. We work with Federal Trade on the quarter] 
financial reports, and the corporate working capital we work with 
Commerce. 

This is all coordinated, and the segment each of us is to do is 
determined 

Mr. Tuomas. Not overlapping with the segment of Commerce and 
Federal Trade? 

Mr. Loomis. No, sir; the general theory in those areas is this: 

We take the listed corporations whose securities are registered on 
exchanges, and who are thereby filing these reports with us. We pre- 
pare the financial or plant and equipment information as to them. 

The other agencies take the corporations which are not listed on 
securities exchanges and collect the information directly. But we get 
the listed ones, because the basic information about them is already 
in our files under the SEC Act. 

Mr. Tuomas. Fine. Avery nicestatement. Thank you very much. 





Executive OFFICES 


Miss Reporter, will you put into the record at this point page 21 
of this budget justification ? 
(P. 21 isas follows :) 


EXECUTIVE OFFICES 


The Commission is responsible for the administration and enforcement of the 
several statutes mentioned in the introduction. 








Personal services 








Fiscal year | 
Cost Average em- 
| ployment 
= re ma Mie | 
1968.....---------------------------- | $219, 500 | 20.8 
I Rod et ohh bile ah slndishtibbeaweendabunownbhedanennvniemunns tebiaeihadnidetll s seibsiapitnanettisliiycin 
Ss iin aenhnnnidintln-anentivinnsannncmapubiblon caves aslwegatnts semmbepuneiies 219, 500 20.8 


The amount requested for the Executive Offices in fiscal year 1959 will provide 
for the five Commissioners and their staffs, and the Executive Director and his 
staff. The same number of positions are requested in 1959 as in 1958. 


Mr. Tuomas. Let’s take a look at the executive setup here. 


PERSONAL SERVICES DATA 


Insert page 22 in the record, which is a breakdown of the 5 com- 
missioners and their staffs ; 21 permanent positions. 
(P. 22 is as follows:) 
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PERSONAL SERVICES DaTa SHEET 


Executive offices 

















| 
Estimate, 1958 Estimate, 1959 
Title Grade - 
| Number} Annual | Number| Annual 
salary salary 
B WE on: Se na 
C8 ot bce inl sdpbilnne > ehpeaueeunaniaaeay 5 $100, 500 5 $100, 500 
Executive Director_......-..-----.-------------- GS-17 1 14, 190 | 1 14, 190 
Executive assistant to the Chairman._ ..--| GS-16 1 12, 900 | 1 * 12,900 
— Ns Bist Sb cccnatigntn neg we ddiies Codie GS-15 1 11, 610 | 1 11, 610 
Atto wetlbinitidacksd sick beatin GS-13 4 36, 605 | + 
Confidential assistant.....-.-.-. ; sesael GS 1 5, 915 5, 915 
Secretary. ha Seaihie ae. | “aso! 5 060 5 | F 
ii edited wince etna eadlinatnt sige 1 GS-8 | 3 13, 740 | 3 | 13, 740 
Pn III. kc sade cecceco ced ae = 21 224, 520 | 21 224, 520 
pS RE SE Sasa a 5, 020 | 2 5, 020 
Average employment and cost___________- | iol 20.8 219, 500 20.8 219, 500 


1 And under. 


STAFF OFFICES OF THE COMMISSION 


Mr. Tuomas. Then, in addition to that, we have the Office of the 
Secretary, with a request for one additional position for this year 
over last year. 

The Office of the Hearing Examiners, which will have an increase of 
1 over last year, which will make a total of 7. 

Then the Office of Opinion Writing, 10 last year, and an increase of 
1, for a total of 11 in 1959. 

’ Office of the General Counsel, 30 in 1959, an increase of 1. 

Office of the Chief Accountant remains at 9 for 1958 and 1959. 

How many employees is that in the entire executive setup? 

Mr. Donary. "Phe entire executive setu 

Mr. Tuomas. I added it up, and it is 86 for 1959, which is an increase 
of 2 over last year ? 

Mr. Donary. Four over last year. 

Mr. Tuomas. And you had 74 for 1957 ? 

Mr. Donary. That is correct, sir. 

I have a consolidated personal service data sheet. 

Mr. THomas. Where are these people located? All in the District 
of Columbia? 

Mr. Donarty. Yes, sir, this is the staff to the Commission. It is the 
offices of the Secretary, the hearing examiners, opinion writing, Gen- 
eral Counsel, and chief accountant. 

Mr. Tuomas. You have four hearing examiners, as well as I re- 
member, and you want a fifth one? 

Mr. Donary. Yes, sir. 

Mr. Tuomas. Those people are overworked, if anybody is. 

Mr. Gapssy. This particular examiner will be located in San Fran- 
cisco, which will save us a great deal of travel. He can cover the 
hearings in the western part of the country. We Foon have 
pair to keep one examiner pretty busy out there. They are over- 
worked. 

Mr. Tuomas. Well, the Commission certainly has its hands full if it 
has to pass on a multitude of complaints and actions. You have cer- 
tainly plenty of help to help you. You have 86 employees. I mean 
that is the top echelon. 
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Division oF CorPoRATION FINANCE 


Now, we'll get down to the Division of Corporation Finance here. 
Rather than go through all the divisions here in the top echelon, we'll 


let the record stand as it is, and, Miss Reporter, let’s look at the Divi- 
sion of Corporate Finance. 


That is your big one. It totals 168 to 174 to 182 in fiscal 1959. 
FUNCTION OF THE DIVISION 


Miss Reporter, will you insert at this point pages 43, 44, and 45% 
(The pages referred to are as follows :) 


DIVISION OF CORPORATION FINANCE 
FUNCTIONAL STATEMENT 


The Division of Corporation Finance assists the Commission in the discharge 
of those responsibilities relating to the (1) prevention of fraud in the public 
offering of new securities: (2) establishing and requiring adherence to standards 
of adequacy and fairness in economic and financial reporting by companies, 
underwriters, and others with respect to securities traded on national exchanges 
or offered for public sale; (8) establishing, in collaboration with the Office of 
the Chief Accountant and in cooperation with the accounting profession, sound 
standards of auditing and accounting procedures and practices; (4) establisb- 
ing and requiring with respect to securities traded on national securities ex- 
changes, adherence to standards of fair disclosure and fair dealing in the 
solicitation of proxies of security holders for the election of directors or the 
accomplishment of other corporate actions, such as mergers, consolidations, 
reorganizations, recapitalizations, acquisition, or disposition of assets; and (5) 
the enforcement of statutory provisions requiring that indentures governing 
debt securities contain certain provisions for the protection of the public security 
holder, including high standards of conduct on the part of indenture trustees. 
The Division also enforces the financial reporting, and disclosure provisions 
applicable to the various types of investment companies subject to the Invest- 
ment Company Act of 1940 and reviews sales practices in the public distribution 
of securities and sales literature used for that purpose. 


Justification 


rae 
Personal services 


} = ange 
Fiscal year | | 








Average 
Cost employ- 
| ment 
i a i a ee a | $1, 181, 100 | 168.9 
PeNeDst eesti kc co lk. : pos cwagua ceCh deci Path abate db akGacceghas una 43, 900 | 7.1 


Tiers RENT GE a ae oe 


During fiscal year 1957, the Division performed its functions as vigorously as 
staff capacity would permit toward the objectives of minimizing abuses and 
improper practices in the securities markets. Trends and developments in 
the security markets and the Commission’s experience during the past year and 
a half have confirmed the Commission’s conviction that effective policing in the 
securities industry and adequate enforcement of the antifraud provisions of 
the statutes can only be accomplished if prompt and thorough investigations 
are conducted and followed by vigorous action by way of administrative sanc- 
tions or court action. 

In fiseal 1959, the addition of 8 financial analyst positions is necessary to 
effect proper staffing of 1 of the 3 functions essential to the proper operation 
of the Division and to implement adequately on a current basis the Commission’s 
enforcement program. 
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The six Branches of Corporate Analysis and Examination were designed to 
operate with 12 sections, each of which was to have a complement of 4 financial 
analysts. During fiscal year 1957, many of the sections operated with only 
3 analysts and in some instances with only 2 analysts. It is impossible for a 
branch to complete its assigned workload and to maintain its time schedules 
unless a full complement of financial analysts is available. Furthermore, it 
impairs the efficiency of the section and branch as operating units as well as the 
effectiveness and efficiency of other professional personnel (accountants and 
attorneys) in the section. In fiscal year 1958, this situation will continue to 
prevail. In fiscal year 1958, 40 financial analyst positions are authorized as 
compared to 48 required, thus 8 additional financial analyst positions will be 
required in fiscal 1959. The additional eight financial analyst positions in 
fiscal 1959 will provide for a review of financial and other reports required 
by law to be filed under the Exchange Act on a current basis rather than on a 
delayed basis as heretofore. 

The increase in the physical volume of work incident to the review and 
analysis of the annual and periodic reports, registration statements, proxy 
statements, prospectuses, sales literature, and other filed literature is clearly 
reflected in the tables which follow this justification. The enforcement of the 
documentary disclosure requirements of the acts constitutes the first necessary 
step in any effective effort to prevent fraud and deception in the sales of 
securities. 

In view of the tremendous volume of financing by industry in the last few 
years, and the scope of the financial reporting by American and foreign industry 
required by the statutes, the review and analysis of these reports and transac- 
tions must of necessity involve a determination based on the submitted docu- 
ments, as to whether compliance or evasion of the law exists. If indications 
are that evasion does exist, whether due to negligence, ignorance or willful- 
ness, the investigative machinery of the Commission must be brought into opera- 
tion, frequently on a nationwide basis. Experience during the past 3 years has 
required a more extensive use of these investigative powers resulting from (1) 
widespread development of a variety of questionable practices, particularly in 
the sale of securities and solicitation of proxies, and (2) methods of evasion of 
the law in the sale and trading of securities. 


Mr. Tuomas. You have a table showing your workload. Can you 
put your finger on it right quick? 

Mr. Donarty. Yes, sir. 

Mr. Tuomas. I'll read into the record some language on page 46. 
I think it is worthy of repetition : 

The Commission has no reason to assume that there will be any substantial 
abatement of the high level of economic activity— 

I agree with you, but I think your statement is optimistic; I hope you 
are right— 

and the concomitant volume of public finaneing which has been experienced. 
It is estimated that approximately 975 and 1,025 registration statements will 
be filed in fiscal years 1958 and 1959, respectively. 

Now, we'll go over here to the tables. First, here is another para- 
graph on page 47 that should be read into the record. Mr. Jonas 
raised the question a while ago: 

The Commission is authorized by section 3 (b) of the Securities Act to 


exempt from the registration requirements of the act, by rules and regulations, 
issues of $300,000 or less, subject to appropriate terms and conditions. 


WORKLOAD DATA 


How many of them were filed with you last year? That is set out 
on the table. 

Mr. Donary. It is in the table on page 51. 

Mr. Tuomas. Let’s put the table in at the bottom of page 51 which 
tells the story very well. 
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(The table referred to is as follows :) 











TARLE I 
Actual, Current, Estimated, 
1957 1958 1959 
SO 
Securities Act of 1933: 
Registration statements filed_..._...........---_-.-..--.-.- 943 75 1, 025 
Small offerings exempted: 
mera A mocmmonenns. _--- 919 1, 100 1, 200 
Regulation B offering sheets_-...-_............-.-.---.- 133 150 175 
Trust Indenture Act of 1939: Indentures filed for qualification. 244 250 260 
Securities Exchange Act of 1934: Applications filed for regis- 
tration of securities on exchanges Seems edie 232 250 275 
Investment Company Act of 1940: New investment com- 
NIL. «64 ch das Bedsnnidiocsionsien lites spierebnnss 49 50 50 
Proxy solicitations: Preliminary proxy statements filed. -.--_.- 1, 991 2, 100 2, 200 
Interpretative letters received and answered, all acts_.__-...-- 2, 087 2, 200 2, 300 





Mr. Tuomas. What is the difference between regulation A and regu- 
lation B? 

Mr. Woopsine. Regulation A is the general exemptive rule that may 
be used by practically any production company. 

Regulation B is for oil royalties. 

Mr. Tuomas. Regulation A is the part that gives you a lot of 
trouble except for Mr. Allred, in my section of the country, and we do 
a little business in section B, don’t we, Mr. Allred ? 

Off the record. 

(Discussion off the record.) 

Mr. Tuomas. What about your proxy work? I notice page 52 
shows a proxy solicitation of 1,991 in 1957, 2,100 in 1958, and out of 
that 2,100 in 1958, it is about 12 or 13 of them that give you the trouble. 
I know that Worthington Pump case consumed about 50 percent of the 
time. Who got the rest of it? 

Mr. Woopsing. If what you are trying to y is that 20 proxy fights 
every year give us a lot more trouble than the ordinary run of the 
cases, you are correct. 

Mr. Tuomas. Were my statements halfway correct? 

Mr. Gapssy. I think your statement is halfway correct. 

Mr. Tuomas. Who is going to entertain you next year? Is Worth- 
ington still on the books, or do you have that wrapped up yet? 

Mr. Woopsive. Are you thinking of Penn-Texas and Fairbanks- 
Morse? 

Mr. Tuomas. Yes. 

Mr. Gapssy. That is by no means settled. We expect to have 
trouble. 

Mr. Yates. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Before we leave this division, where are these people 
located in the Division of Corporation Finance? Are they all here 
in the District of Columbia, or do you have any of them out in the 
field ? 

Mr. Donaty. They are all in the District, sir. 

Mr. Orrick. That is where the filings are made. 


165 


Division or TRADING AND EXCHANGES 


Mr. Tuomas. In the Division of Trading and Exchanges you had 
100 people in 1957 and 110 in 1958. Didn’t we increase it more than 
10 for you last year, and you want to go to 113, which is an increase 
of 3 over last year? Didn’t we give you more people than 10? 

Mr. Gapssy. The records show an increase of 10 between 1957 and 
1958. 

Mr. Tuomas. I thought we increased that more than 10 in 1958 
over 1957. 

What about it, Mr. Patterson ? 

Mr. Patrerson. I don’t think so, sir. 

Off the record. 

(Discussion off the record.) 

Mr. Tuomas. The Division of Trading and Exchanges is all in the 
District of Columbia ? 

Mr. Gapssy. Yes. 

Mr. Tuomas. Where did that increase come from? Did you take 
it from your field offices? 

Mr. Gapssy. No; they are in separate divisions, entirely. There 
was an increase of 10 in the Division of Trading and Exchanges in 
the District, and in the field offices—— 

Mr. Donatry. The committee report last year directed no increase 
in the central office. 

Mr. TxHomas. And now you show an increase of 10. 

Mr. Donaty. The Commission after receiving its appropriation, 
evaluated all the operating requests of the divisions, and came up 
with a distribution 

Mr. Tromas. And took that language the committee wrote and 
threw it out the window and put the increase where you wanted it? 

Mr. Donary. No, sir. 

Mr. Tuomas. Off the record. 

( Discussion off the record.) 

Let’s go to the Division of Corporate Regulation. 





Drviston or CorporATION FINANCE 


WORKLOAD DATA 


Mr. Gapssy. Mr. Chairman, if I may interrupt, I think the figures 
on tables 2 and 3 on pages 53 to 56 are very important. 

Incidentally, on table 3 appears the information relative to proxy 
contests. 

Mr. Tomas. Oh, we only put the table on page 51 in the record. 

Miss Reporter, I want to put the tables on the workload of the 
Division of Corporation Finance in the record—that is, pages 53 
through 58. 

I asked a very pertinent question relating to the information at 
the top of page 57. 

What is the purpose and content of all these filings, and how much 
time do you pay to each one of them ? 

Mr. Gapssy. I think perhaps Mr. Woodside can answer that. 

Mr. THomas. What is the form and content of all these filings, and 
how much attention do you pay to them? Obviously, very little; it 
is a routine filing. 
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Mr. Woopsipe. Mr. Chairman, the items in the table on page 57 
begin with the annual reports that are filed under the Securities and 
Exchange Act by every company having securities listed on SEC. 

Mr. Tuomas. We used to go through this with your predecessor, 
Judge Bane. 

How is the judge? Is he a consultant over there with you now? 

Mr. Woopsipr. He comes over there every once in a while. 

Mr. Tuomas. Tell him “Hello” for me. 

Mr. Tomas. Most of these are routine filings, and you don’t look 
at them. 

Mr. Woopsipr. That isn’t correct, sir. 

Mr. Tuomas. Do you look at them all the time ? 

Mr. Woopsipr. We review them. 

(Pages 53 through 58 are as follows :) 


TABLE II 


DIVISION OF CORPORATION FINANCE—INVESTIGATIONS AND ADMINISTRATIVE 
PROCEEDINGS UNDER THE 1933 AND 1934 Acts 


This table shows the workload data pertaining to the number of investiga- 
tions and administrative proceedings, actual and estimated, for fiscal years 1956 
to 1959, inclusive. The investigations and proceedings are time-consuming 
matters, which are necessary to curb the activities of the fraudulent issuer, 
promoter, underwriter, and broker-dealer in the securities markets, and to 
penalize willful violations of the law. 


| d | l 
Act, activity, and fiscal year | Carryover Instituted | Total | Closed Pending at 
end of year 


SECURITIES ACT OF 1933 


1, Stop-erder proceedings 


MB cee 1 | 8 | 9 2 7 
SN gal Tidal aur cdiadys dec : 7 10 17 ll 6 
Ee rng. 6 15 | 21 14 | 7 
1959_____ : ‘ s 7 15 22 | 17 | 5 
2. Suspension orders: | 
Me a 2 | 95 | 97 | 77 20 
PE hae eich d Berea ie a i ‘ | 20 | 132 | 152 | 127 25 
RN tide ins = Sh onaen cease el 25 | 140 | 165 135 30 
ee eas 30 | 135 | 165 | 145 20 
3. Examinations: | | 
1956 0 | 4 4 3 1 
1957 i haiicewheausd 1 3 | 4 | 2 2 
1958. = : 2 | 12 14 10 | 4 
1959 4 | 12 16 | 13 | 3 
4. Investigations (formal and informal): | 
1956. _. ‘ 1 | 3 | 4 | 4 | 0 
~ a y . mat 0 | 12 | 12 | 6 6 
Re 6 | 15 | 21 | 15 6 
1959 oa ; } 6 | 15 | 21 | 16 5 


SECURITIES EXCHANGE ACT OF 1934 


1. Investigations and injunctions: 





1956 1_____- , 0 5 | 5 4 | 1 
SER TE, 1 13 14 | 6 | 8 
1958__ aie she 8 18 26 | 16 | 10 
1059_..... 10 | 20 | 30 20 | 10 
2. Terminations of registrations: | 
a ee . ie 0 0 0 0 0 
BD tacnadsig ale Winkitirwe i ties ie 0 6 | 6 0 | 6 
SR ree a * a 6 12 18 | 12 | 6 
Sik ciara eaatidinn & kuinccincaene ee 6 15 21 14 7 


1 1 case led to reference to the Department of Justice for criminal prosecution. Indictments were returned, 
and the trial began early in January 1957. 3 of the defendants were convicted on Feb. 27, 1957, under a 4- 
count ind‘etment charging violations of the Securities Exchange Act of 1934 and a conspiracy to violate 
that act and the Internal Revenue Code. The fourth defendant entered a plea of guilty prior to trial. 
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Taste III 


As indicated in table I, the sum of 1,991 preliminary proxy statements were 
filed during the year ending June 30, 1957. This workload includes all types 
of solicitations, including 20 cases involving proxy contests for control or repre- 
sentation on the board of directors. In these cases, there are always at least 
two parties soliciting, and the amount of soliciting material filed by the parties 
in addition to the required proxy statement is substantial. Furthermore, proxy 
contests usually extend over a considerable period and frequently require full- 
time participation of &@ number of professional and clerical personnel. For 
example, the equivalent of approximately 14 professional personnel were engaged 
in proxy contests to the exclusion of practically all other activity for an approxi- 
mate period of 5 months in fiscal year 1957. 

The following tabulation shows pertinent data for the proxy contests sub- 
ject to the Commission’s proxy rules for 1957. It is estimated that 20 to 25 
proxy contests will be filed for each of the years 1958 and 1959. 


| 











Number of Total number Number of Total number 
calendar days | of preliminary calendar days | of preliminary 
from ist filing | and definitive || from ist filing | and definitive 

Case No. of a filings of solicit- Case No. of preliminary | filings of solicit- 
soliciting ma- ing material soliciting ma- | ing material 
terial to the made by both terial tothe | made by both 
date of the sidesinthe || ’ date of the sides in the 
stockholder contest stockholder contest 
meeting | | meeting 
Dib cnkicrnnewbanes 169 Be Diiedeetnscuna eke 45 33 
Toate 81 | 24 || 13__ 64 29 
Tg nninaiinlniga ieee 66 EAA. asked awtendil 177 60 
etsinnndaiiee 28 | _ tS we sdb acipand 130 85 
te ae ae 140 | 08 F M.Sc 7 30 
nn basal 52 OD Ra ae 51 10 
GIR Bisa ani 52 52 | _ 9 36 38 
Belges a-ak sade 134 33 || 19..-. | 41 ll 
Waid. ..c:..-4.0ae 55 Te i ened semi | 48 23 
Bilis docnthinibled tele 57 85 | 
Ph IE . cecnadellel 87 | 18 | ‘ceemene 272055. uaa 736 














Note.—Formal orders of investigation were issued in 7 of these cases and injunctive action was initiated 
by the Commission in 1 of these cases. The latter case resulted in a decision by the United States Court 
of Appeals for the Sixth Circuit enjoining the vote of proxies solicited in violation of the Commission’s 
proxy rules. 


TABLE IV 


The following tabulation shows the number of filings made by companies under 
other requirements of the 1934 and 1940 acts. These filings must be reviewed to 
determine whether the statutory requirements have been met or whether some 
action by the Commission may be necessary. Although there are no prescribed 
statutory time periods within which examination and analysis of the material 
must be completed, time periods have been established as a matter of internal 
administrative procedures, which are intended to insure that no report remains 
unreviewed for any extended period. The additional volume of work resulting 
from the increased financing by industry and the unusual amount of staff time 
consumed in proxy contests and in the substantially increased number of enforce- 


ment proceedings, has made it increasingly difficult to review these filings on a 
consistently current basis. 
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Actual, Current, Estimated, 
1957 1958 1959 
Securities Exchange Act of 1934: 
Annual reports (form 10-K, etc.): 
Pending at beginning of year- __.-.......---.-....-.-- 2, 891 3, 733 3, 400 
Filed during the year._...........--.-.----------.--.- 3, 114 3, 200 3, 300 
Cleared ie Se i dint ckillideedinsenghebiiee 2, 272 3, 5383 3, 700 
on ins nee Gag eermingeniae eel 3, 733 3, 400 3, 000 
Semiannual reports (form 9-K): 
Pending at OS FONE s - isch sctncdbaes-<$encs 205 191 240 
PN IE SRO tee enistcctineeenne te 2, 099 2,100 | 2, 200 
Cleared came, a a i otras eed 2, 113 2, 051 2, 240 
Pending at end of year_.....................-..-.-.... 191 240 200 
Current reports (form §-K): 
Pending at nning of year. _ 905 1,414 1, 300 
Filed during the year---.- 4, 724 4, 800 4, 900 
Cleared dui the year... __ ‘ 4, 215 4,914 5, 100 
NE C6 CINE OE FI sig sn ect imei iss ewes 1, 414 1, 300 1, 100 
—————S—=—=== 
Investment Company Act of 1940: 
Annual reports (form N-30A-1, etc.): 
Pending at EE OE FORE oc cocntnccncuces dail 293 440 390 
TEIN DUN oo nn nnn we enecascoednsuawee 280 300 315 
eet: Grain Gne PNG... 2. ennnncnccbaducsual 123 350 375 
eens, ween OF PONE. 4... ss. st sree ices 440 390 330 
Quarterly reports (form N-30B-1): 1 
Pending at inning of year......-.-.-- secenwhieeeata 92 122 100 
I So cece chadnanenububaeen 172 200 220 
Reena: SPEND GIO UOT on. on enone ccndeescockuius 142 222 230 
a ee 122 100 90 
Reports to stockholders under sec. 30 (d) (containing 
financial statements): 
Pending at beginning of year_...............-.-.-.-..- 486 719 600 
I cit einembeleniinlioiene Mitads 734 750 775 
Cleared during the year_.................-----.- eR! 51 869 900 
EO on on se cdbdndamdunonaaeet 719 600 475 
Sales literature of investment companies: 
Pending at beginning of year............-........----- 1,178 1, 230 1, 100 
I on niente diahenbitnanaene 2, 164 | 2, 200 2, 300 
IIE TINO oe ccinemdicaticttinkioeme | 2,112 2, 330 2, 400 
Pending at end of year______- 1, 230 1,100 1,000 
Ownership and transactions reports of officers, directors, and 
principal holders of equity securities: Filed during the year. 34, 443 | 35, 000 | 36, 000 





Mr. Tomas. Let’s look at the organization chart and see how you 
break down your personnel and what they do. 

How many people do you have that are going to check over these 
annual reports at the end of 1958—there are going to be 3,400, and 
you disposed of 3,500 during 1958. You still have 3,400 pending. 

How much time and how much work was put into these 3,500 

Do you have an organization chart of your Division ? 

Mr. Gapssy. We have an organization chart 

Mr. Tuomas. That doesn’t get the job done. I want an organiza- 
tion of the Division showing the division of work by so many people. 

Mr. Donary. Sir, we don’t have that. However, we can get an 
organizational chart and supply that later. 

Mr. Tuomas. Well, we can’t tell who is doing what with these 3,500 
filings that you disposed of. 

How many people did you have working on those reports ? 





EXAMINING STAFF OF THE DIVISION OF CORPORATE FINANCE 


Mr. Woopsine. Let me explain it, if I may. 

I don’t have an organizational chart with me. 

The examining staff of the Division is divided into 12 sections, each 
one of which is staffed with a supervisor, 1 or more accountants, 1 
or more lawyers, and 4 or 5 financial analysts. 
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All the work goes through those sections, whether it be a proxy 
statement, an annual report, or whatever, to which you have just re- 
ferred. The reason for that is—— 

Mr. Tuomas. These 12 sections—are they fixed in these activities, 
or do they interchange work with another section ? 

For instance, here is one section that is overloaded. Here is a sec- 
tion that may have a little slack period. Does it remain slack, or does 
it go in there and help work on the 1,934 reports? 

r. Woopsipe. The companies listed on exchanges are divided u 
among those 12 sections. The proxy statements are divided up, an 
so are the incoming new financings under registration statements. 

The section that happens to have a company assigned to it handles 
all of the work of that company, whether it be an annual report, a 
proxy statement, or a registration statement. 

Mr. Tuomas. If that company doesn’t have as much work that 
year, what happens? 

Mr. Woopsine. If the work of the 12 sections becomes unbalanced, 
we arrange it so as to have the workload equal among them. But the 
work of the 12 sections is substantially the same in the scope of it 
and the extent of it. 

The basic fact of life with which we have to live is that the regis- 
tration and proxy statements must be done in accordance with either 
a company time schedule or a statutory time schedule. That must 
be done and done rapidly, and it must have priority. The time re- 
maining is spent on the examination of annual reports, the 10K’s and 
9K’s. To the extent 

Mr. Tuomas. Well, if they are in there asking for something, how 
much work does it require on an annual report ? 

Mr. Woopsipr. An examination of an annual report can be in some 
cases a matter of a few hours. In some cases, we may run into dif- 
ficulties where we have to have an investigation and spend 3 months 
on them. Every one of those should have a proxy statement, be- 
cause a proxy statement and the annual report key together. 

When a company comes in for a new filing under section 10, it has 
to be reviewed in connection with the examination of the current 
prospectus. So, the work is not compartmented. It is integrated. 
All parts of it bear on each other. 

Mr. Tuomas. You need eight analysts ? 

Mr. Woonstpr. We need eight analysts to staff our 12 sections, so 
they can do the job they are supposed to do. 





QUALIFICATIONS OF A FINANCIAL ANALYST 


Mr. Tuomas. What is the qualification of these people? What is 
their rating in civil service, and the requirements for the job. 

Mr. Woopstne. If we have our choice in the matter, we prefer to 
employ a young chap who has a baccalaureate degree from a school 
which has a good business course with accounting and business law, 
and the general run of economics courses. We can hire them be- 
ginning at a grade 5. It is pretty difficult to employ them. 

Mr. Tuomas. Are they junior accountants, in other words? 

Mr. Woopstiwe. No; they are not men who are headed in the direc- 
tion of making accounting a profession. But they are men whom 
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we think should have some accounting training in order to do a job 
as a decent analyst. They are not specialists, but we like people who 
have a fairly broad economic background, and, if possible, some busi- 
ness experience. 

If we can’t get young people of that character off the civil service 
rolls, we will then attempt to hire either from the rolls or off the 
rolls, a man who has had some business experience and who has also 
had some academic training in accounting and commercial matters. 


Drviston or TrapiInc anp ExcHANGES 


Mr. Tuomas. Miss Reporter, will you put page 60 in the record, 
please, and page 61? And the table at the bottom of page 62, “In- 
vestigations.” ‘That table is continued on top of page 63. 

(The pages referred to are as follows :) 


DIVISION OF TRADING AND ExCHANGES 
FUNCTIONAL STATEMENT 


The Division of Trading and Exchanges is responsible for (1) administering 
the provisions of the Securities Exchange Act of 1934 and the Investment 
Advisers Act of 1940 pertaining to the detection and prevention of illegal or 
fraudulent practices in the marketing and trading of securities both on the 
exchanges and in the over-the-counter markets; (2) the registration and 
regulation of national securities exchanges, national securities associations of 
brokers and dealers, brokers and dealers, and investment advisers; (3) the 
compilation and analysis of financial statistics, and (4) the coordination and 
supervision of the investigative and other enforcement activities of the regional 
offices insofar as they relate to the Commission’s enforcement program. 

The Division consists of the Office of the Director and two branches: the 
Branch of Enforcement and the Branch of Exchange Regulation and Economic 
Research. 


Justification 


Personal services 























Fiseal year Famer a 
i 
Cost | Average 
employment 
a tt ne ta tat Sa all — =i ami 
ie ght ya -5= teaser enga gest | $647, 000 | 105. 4 
RN a aS mae lig Me Ae ie teas wo 18, 000 | 3.0 
ae oe eet els ee cal 665, 000 | 108. 4 


The addition of 3 attorney positions in the Section of Bnforcement in 
1959 over 1958 provides for (1) strengthening the special investigation unit; 
(2) a 50-percent increase in the review and closing of investigation reports; 
and (3) a 20-percent increase in administrative proceedings to deny or revoke 
the registration of brokers and dealers. No additional personnel are being 
requested for other functions of the Division although it is anticipated that 
the workload relating thereto will increase in fiscal 1959. 


BRANCH OF ENFORCEMENT 


The Branch of BPnforcement has general administrative supervision of all of 
the elements of the Commission’s enforcement activities except those relating 
specifically to the content of material filed with the Commission. It is com- 
posed of three sections: (a) The Section of Enforcement, (b) the Section of 
Broker-Dealer Registration, and (c) the Section of Securities Violations. 
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A. SECTION OF ENFORCEMENT 


This Section performs the following functions: (1) Reviews reports of in- 
vestigation submitted by regional offices and makes appropriate recommenda- 
tions to the Commission; (2) processes complaints indicating possible violations 
of the statutes administered by the Commission; (3) reviews proceedings in 
actions instituted by the Commission to enjoin violations of the acts and regu- 
lations; (4) supervises broker-dealer inspections and processes reports thereof ; 
(5) reviews financial reports of broker-dealers; (6) maintains liaison with the 
National Association of Securities Dealers, Inc., and processes filings by the 
association and reviews disciplinary proceedings by that body; (7) processes 
petitions to the Commission respecting actions of the association: and (8) 
supervises administrative proceedings for the revocation or denial of registra- 
tion of broker-dealers and investment advisers. Investigations are conducted 
primarily through the staffs of regional offices, subject to supervision and review 
of this Section. 

Commencing with fiscal 1956, the Commission placed increasing emphasis 
on the necessity for a vigorous enforcement program to protect the investing 
public under conditions existing in the securities markets. Implementation 
of this policy in fiscal years 1956 and 1957, with the limited personnel available 
in the regional offices, caused the development of more investigation and en- 
forcement cases that could be processed to completion by those offices. In fiscal 
years 1958 and 1959 every effort will be made by the regional offices to keep 
abreast of this work and, to the extent possible, to reduce the number of pending 
eases. A substantial increase in the number of completed cases is estimated 
for fiscal years 1958 and 1959 as indicated in the following tabulation. Since 
the workload of the Section of Enforcement depends largely upon the output 
of the enforeement work in the regional offices, this will produce a material 
increase in the workload of the Section of Enforcement. 

The following tabulation represents the workload pertaining to the major 
activities of this Section: 


























Actual | Estimated | Estimated 
1957 | 1958 1959 
Investigations of violations of the Securities Acts: 
Pending at beginning of period___- , | 813 | 978 1, 050 
Open during period. 51: 525 580 
Subtotal Miuts tds 1, 325 | 1, 503 1, 630 
Closed during period _.- 347 | 453 680 
Pending at end of period... ....-..-........-..2--.-.2-4.4-.--- 978 1, 050 950 
Administrative proceedings to deny or revoke registrations of 
brokers and dealers or to expe) from NASD: 
Pending at beginning of period__-_- ¥ 3 sie 37 | 56 61 
Cases opened Guring period... ..< 025225525 Rio si wc ction 73 | 80 | 80 
Subtotal ‘ ian 110 | 136 141 
Closed during period _--- . 54 75 90 
Pending at end of period_.- earache bicct] 56 61 5 
Review of broker-dealer inspection reports: ™ 
Inspections pending review in home office at beginning of period 0 | 0 0 
Reports received from regional offices during period - 1, 214 | 1, 520 1, 535 
Subtotal 1,214 1, 520 | 1, 535 
Reviews completed during period -_- 1, 214 | 1, 520 1, 535 
Pending review in home office at end of period ___- : ; 0 0} 0 


WORKLOAD OF BROKER-DEALER REGISTRATION SECTION 


Mr. THomas. You might put the table on page 64 in the record at 
this point. 
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(The page referred to is as follows :) 





Actual, 1957 | Estimated, | Estimated, 
1958 1959 


Applications for broker-dealer registration: 











Applications on hand at beginning of period __............ 53 69 59 
Applications received during period...__........--...--... 776 790 800 
I hes tid ol nad eked ett daa 829 859 859 
Applications disposed of during period...................- 760 800 810 
Applications pending at end of period.-................. 69 59 49 
Number of broker-dealers registered_...................... 4,771 5, 000 5, 100 
Amendments to registration of broker-dealers: re 
Pending at beginning of period __..__._- 397 216 116 
Received during period................-- 1, 988 2, 300 2, 500 
bb iin ennd cds ss ck tn ceee ee 2, 385 2, 516 2, 616 
Disposed of during period ..._.........- 2, 169 2, 400 2, 500 
ees Oe GEN OE NOE 5 88 ncn nc cnceccccoucbucsecesces 216 116 116 
Applications for registration of investment advisers: ba 
Applications on hand at beginning of period --. 20 19 14 
Received during period._...........-.--.-... 217 230 240 
I ok Se tls siinsiinoninmees 237 249 254 
Disposed of during period_........... 218 235 240 
Pending at end of period ......................-22- scene 19 14 14 
Number of investment advisers registered ...............-- 1, 431 1, 550 1,670 
Amendments to registration of investment advisers: 
Pending at beginning of period _...___._-....--..-.---.--.- 333 283 199 
PE SN NN so coc cscceuwadanncsabes 516 616 716 
aint tai hn edicpiecins Sel niediendsnnetibcob dimers 849 899 915 
EE 8. nnd enon ntmandeetenunnwubien 566 700 800 
SE Oe GE OS OIUNE o.oo noe cc nuntendageosnavanntig 283 199 | 115 





Division oF CorRPoRATE REGULATION 


Mr. THomas. Will you put page 75 in the record at this point? 
(The page referred to is as follows :) 


DIVISION OF CORPORATE REGULATION 


NCTIONAL STATEMENT 


The Division of Corporate Regulation assists the Commission in administering 
the Public Utility Holding Company Act of 1935 and the regulatory provisions 
of the Investment Company Act of 1940. It also performs the Commission’s 
functions as advisor to the courts under chapter X of the National Bankruptcy 
Act. 

The operations of the Division are performed by four operating units, as 
follows: 

1. The functions under the Public Utility Holding Company Act are per- 
formed in the Branch of Public Utility Regulation. 

2. The regulatory functions under the Investment Company Act are per- 
formed in the Branch of Investment Company Regulation. 

3. The Office of Chief Counsel provides legal advice to the Division on unusual 
questions arising under all three statutes and performs the Division’s functions 
under chapters X and XI of the Bankruptcy Act. 

4. The Office of Special Studies and Administration conducts financial, eco- 
nomic, and other research required under all three statutes and performs the 
administrative functions of the Division. 

In this Division, a smaller number of cases are processed and many of the 
individual matters dealt with require much longer periods of time for dispo- 
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sition because of the intricate and complex nature of the regulatory and reor- 
ganization questions considered. The administration of the Holding Company 
Act and the Investment Company Act by this Division is an integral part of 
the Commission’s enforcement program as described heretofore in this estimate. 


WORKLOAD UNDER THE PUBLIC UTILITY HOLDING COMPANY ACT 


Mr. Tuomas. We might take a look at the Division of Corporate 
Regulation. 

o we still have those 16 holding companies? 

Mr. Gapssy. Yes. 

Mr. Woopte. There are about 18 registered holding companies 
that will continue in existence, as far as we can see, in the future. 

Mr. Tuomas. Eighteen or sixteen? We have been carrying that 
figure of 16 for years. Is it up to 18, now? 

“Mir. Woopnte. It is approximately 16. I would say that that is the 
way—1 or 2—— 

Mr. Tuomas. Don’t change that figure now. We are all accus- 
tomed to it. 

Mr. Woopte. I'll settle for 16. 

Mr. Tuomas. But there is still a lot of activity in that 16, particu- 
larly in the electrical field, is there not? There is a lot of new 
financing ? 

Mr. Wcbons: Considerable financing has to clear through the 
Commission. 

Mr. Tuomas. Is it something you can ultimately wind up, or is it 
something you will have with you as long as they are in business? 

Mr. Woonte. As long as they are in business. 

They are subject to the act. 

In connection with all the financing, they have to clear that with 
the Commission. They file an application that has to be approved 
by the Commission. If they acquire any additional assets, securities, 
or other properties, why, they have to clear that with the Commis- 
sion; so, practically all their activities are subject to regulation by 
the Commission and must be cleared before they can consummate these 
transactions. 


OFFICE OF SPECIAL STUDIES AND ADMINISTRATION 


Mr. Tuomas. What are these specialist studies you are allocating 
nine men to all the time in the Division ? 

What do they deal with? 

Mr. Woopxtz. That is a separate branch. They deal with special 
studies in connection with any one of the three statutes we administer. 

Mr. Tuomas. And administer financial, economic, and other re- 
search required under all three statutes, and perform the administra- 
tive function of the Division. 

Now, you have 31 other people over there doing some statistical 
work. 

Mr. Woopts. Well, this would be in connection with, say, the public 
utility holding companies, their financing. They will analyze all 
the bond financing that comes out and compare them with the bonds 
of the regulated companies. 

Mr. Tuomas, Let’s see the green sheet on these nine people. 

What is their workload ¢ 
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This Division also handles chapter X cases of the National Bank- 
ruptey Act. They are not so many, because they only deal with 
utilities; don’t they ¢ 

Mr. Woopte. No, any petition filed in the Federal court for re- 
organization under chapter X. 

Mr. Tuomas. Does that chapter X deal only with utilities? 

Mr. Woopte. No, any corporation filed under the regulation. 

Mr. Gapssy. We don’t have any utilities—no, I am wrong. We 
have one. 

Mr. Woopte. That is Inland Gas. 

Mr. Gapssy. It has been in receivership since back in the early 
thirties. 

Mr. Tuomas. What do those nine people do ? 

Mr. Woonte. As I have indicated, hes make studies for the other 
branehes for any problems that come up under the Public Utilities 
Holding Company Act, or the Investment Company Act; they will 
anabyze financing, bonds, and debentures. 

Mr. Tuomas. Their activities have nothing to do with the sta- 
tistical unit of the Trading and Exchanges Division ? 

Mr. Woopte. No, they do the administrative work and also the 
special studies. They are completely unconnected with the other. 

Mr. Tuomas. Aren’t you a little topheavy in that activity? Out 
of some 50 or 55 people, you have 9 of them doing 

Mr. Woopte. They work with the branches. In the Branch of the 
Public Utilities Holding Company Act, we have to make studies—— 

Mr. Tuomas. Well, there is nothing unusual in that. You have 
plowed that ground now for 15 or 20 years. There is nothing in that 
field that is novel and new on a day-to-day basis; is there? 

Mr. Woopir. Oh, yes. We are called upon to make studies of 
registered holding companies, their books of account, and so on. 

Mr. Tuomas. There is nothing new about that. 

You have been called on to do that for a long time. 

Mr. Wooptr. There has been nothing done on them. 

Mr. Tuomas. Do you have charts showing the breakdown of this 
Division ? 

Mr. Woonpte. I don’t think I have it. I think it is available. I have 
it by the GS classification of the personnel, I believe. 

Mr. Garrett. I might suggest an example, while you are looking, 
Mr. Woodle. 

Last spring, we had considerable requests on the part of registered 
holding companies and their bond financing to increase the redemption 
premium on their bonds. That is the premium they would have to 
pay if they were called upon for refunding purposes. 

This particular office conducted quite an elaborate and continuing 
study for us to attempt to determine, among other things, whether 
an issue could get any advantages for making refunds, or to increase 
the premium from 5 to 10 points. 

The result of the studies, as far as our experience, was that it could 
not be demonstrated. 

Mr. Garretr. The purpose would be for getting cheaper money 
at a little lower rate. We kept track of every utility financing that 
went out, and could not find that anyone did in fact save money. 
Therefore, we refused to allow any registered holding company to 
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increase their redemption premiums on bonds on which they put a 
call premium. 


They also are engaged in studies of independent service company 
activities, and a couple of other cases. 


CONTINUING FUNCTIONS OF THE DIVISION 


Mr. Tuomas. Put page 77, dealing with the continuing function, 
in the record, and also the table on the top of page 78, please. 
(The pages referred to are as follows:) 


1. CONTINUING FUNCTIONS 


The continuing functions embrace two major categories of workload. The 
first category consists of the day-to-day processing of applications, declarations, 
and supervisory reports relating to a broad range of corporate and financial trans- 
actions of holding company systems registered with the Commission under this 
act. Among them are: (1) financing transactions; (2) acquisitions of utility 
assets and securities by holding company systems or by persons affiliated with 
public utility companies; (3) determination of status of persons and companies 
under the act; (4) proxy solicitations; and (5) various intercompany transac- 
tions such as loans, security issuances, dividends, and capital contributions. The 
second category includes: (1) the numerous legal, economic and financial studies 
required to administer the various provisions of the act; (2) the periodic ex- 
amination of the books of account and operations of certain registered holding 
companies and of service companies, which are owned by registered holding 
company systems; and (3) the regulation of independent service companies, 
which are not associated with registered systems but are either affiliated with 
public utility companies or are principally engaged in performing services for 
publie utility companies. 

The following table shows the actual and estimated number of matters re- 
quiring consideration by the Commission in the day-to-day processing of ap- 
plications and declarations relating to financing transactions, acquisitions, status 
questions, proxy solicitations, and intercompany transactions of registered 
systems. 








* 
Actual, 1957 | Estimated, Estimated, 
1958 1959 

Regulation of financing transactions cnenqnnno anne) 206 | 212 | 235 
Regulation of acquisitions of securities, utility assets and other | 

assets a ee ~ ti olf 114 | 116 | 120 
Regulation of intercompany loans, dividends, proxies, contri- | | 

butions, ete . satire —" 75 79 | 8&3 
Examination of supervisory reports. ----.-...------------------ 103 | 103 103 
Exemption and status matters. _......._- : dias 85 | 82 | 82 





The Division’s workload on the continuing functions increased substantially 
in the fiscal year 1957 as compared with 1956. As anticipated, the volume of 
external financing by registered) systems increased from $565 million in the 
fiscal year 1956 to $689 million in 1957. Plant and equipment expenditures of 
registered systems continue at record levels in keeping with the experience of 
the electric and gas utility industries. Responsible representatives of the electric 
utility industry predict that annual capital requirements will more than treble by 
1975. There is considerable evidence to support the prediction that the trend 
of financing by registered holding company systems will continue upward over 
the next 2 years. 

The manpower expended on processing acquisition cases also increased sub- 
stantially in 1957 over 1956. It is estimated that this workload will continue 
to increase in fiscal years 1958 and 1959 as a result of two major acquisition 
cases involving power for Atomic Energy Commission plants, which are still 
pending before the Commission, and a number of mergers and other acquisition 
matters known to be in preliminary planning stages. 


21543—58—pt. 1—_—-12 
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Mr. Tuomas. Gentlemen, I wonder if you would be good enough to 
get a little lunch and come back at 1? We will try to get through 
with this shortly thereafter. 


PERSONAL SERVICES DATA 


Put page 88 in the record at this point. 
(The page referred to is as follows :) 


PERSONAL Services Data SHEET 


Division of corporate regulation 











Estimate, 1958 Estimate, 1959 
1959 in- 
Title | Grade crease 
Number | Annual Number | Annual 
salary salary 

Division director...............-.- I een ere one 1.0 BE BED: Nncscer nese 1 $13, 115 
Associate division director_.......| GS-15_...._._-_- 1.0 "gg Rae eeehes 1 11, 610 
Assistant division director --.-_-___- ) GG+16.... 5. .2085 2.0 \ ‘ 2 23, 220 
SS NS ee SRD oikeobed 1.0 BN Bittner nenis l 11,610 
ae eco 3.0 i 9 eee 3 33, 540 
Financial analyst.__..............| GS—14..__..___-- 2.0 _ 4. 3 eee 2 20, 855 
LG. idk deem ac tmncsed CONG sical 2.0 22, 790 2 22, 790 
Valuation engineer_...._.-.-.....-. Riis sip termi 1.0 10, 280 |. 1 10, 280 
Financial analyst--_-_-___....-..- eG RE 8.0 77, 940 |. 8 77, 940 
ASOT 3.5. 22 cs Lite GS-13... 6.0 59, 960 6 59, 960 
Financial analyst--_...........--- | GS-12......-.... 2.0 17,075 |--..----- 2 17, 075 
ila cient thes eines US. EDS 2.0 Sf aera 2 15, 140 
Financial analyst___....____- ected, Mee cater divans Sasa aise oaeiicsietetee aa 2 2 12, 780 
en cia hee nk. | elt eae 2.0 12, 780 1 3 19, 170 
id os he cds 1.0 BO Lidwstcnscs 1 5, 440 
Financial analyst.__-............- sree tienes 1.0 5, 440 |----=----- 1 5, 440 
I ee ts en gels GS8-8 and under. 20.0 85, 580 |.......... 20 85, 580 
Woke pemeh ssn os 5] ios sass - sew die 55.0 426, 375 3 58 445, 545 

all 1.1 SE Micah shin 2 16, 745 
Average employment and |_............-.... 53.9 | 417,000 | cecil 56 428, 800 

cost. 








WORKLOAD UNDER CHAPTER X, NATIONAL BANKRUPTCY ACT 


Mr. Tuomas. Well, you have some good men, but you have to have 
good men throughout the whole Commission to review important 
matters. 

Let’s put chapter X, the National Bankruptcy Act, on page 85, into 
the record. 

Let me read here: 

In carrying out activities pertaining to chapter X of the Bankruptcy Act, the 


Division in collaboration with the regional offices, assists the Commission in 
deciding upon the position which it will take as a party in all aspects of reorgani- 


tion cases in which it participates. 

This reorganization, now, goes to all types of cases, and not utili- 
ties ? 
_ Mr. Gapspy. Yes, sir. Chapter X is the old Chandler Act, provid- 
ing for reorganization of corporations, and it applies to all corpora- 
tions. 

Mr. THomas. How many cases do you have? 

The number of cases on whch the Commission participated increased from 33 


in 1956 to 37 in 1957, and notices of appearances were filed in 8 new proceedings 
in 1957 as compared with 6 in 1956. 
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Mr. Woopte. That is on page 87, sir. 
Mr. Tuomas. Put the table on the top of page 87 in, too. 
(The pages referred to follow :) 


D. CHAPTER X—NATIONAL BANKRUPTCY ACT 


In carrying out activities pertaining to chapter X of the Bankruptcy Act, the 
Division, in collaboration with the regional offices, assists the Commission in 
deciding upon the position which it will take as a party in all aspects of reorgan- 
ization cases in which it participates. The Division initially revews all new 
chapter X proceedngs filed in the Federal courts and, with the advice and assist- 
ance of the regional offices, makes recommendations to the Commission as to 
whether it should actively participate in the cases or follow the proceedings 
closely as “active watch.” The Division performs the original work on all 
chapter X cases arising in the Atlanta, Ga., and Washington, D. C., regional 
offices, since the workload in these areas is too erratic to justify permanent 
field assignments. It reviews drafts of advisory reports and recommendations 
prepared by regional office personnel in respect to cases arising in other regions 
and presents the final recommendations in such matters to the Commission. 

As anticipated, the Division’s workload in this activity increased in fiscal year 
1957. The number of reorganization petitions filed in Federal courts increased 
from 61 in 1956 to 75 in the fiscal year 1957—a 23-percent increase. The number 
of cases in which the Commission participated increased from 33 in 1956 to 37 
in 1957 and notices of appearances were filed in 8 new proceedings in 1957 as 
compared with 6 in 1956. The increase in workload under chapters X and XI 
developed so rapidly during fiscal year 1957 that it became necessary to utilize 
personnel normally assigned to nonrecurring functions under the Public Utility 
Holding Company Act for this program, thus deferring the completion of such 
cases under that act. 

Further increases in the workload under chapters X and XI are expected in 
1958 and 1959, as shown by the following tabulation: 


Actual, Estimated, | Estimated, 
p 1957 1958 1959 


Number of reorganization petitions filed in courts._........... 75 90 105 
Reorganization proceedings in which the Commission partici- 

nis Ge Gi SN o.oo sien os set ecinstinncawnnttinn 37 48 56 
Notices of appearances in new proceedings_.................-- & 12 16 
TOI GREE ac cccuecinctcentsnssgdhn+dnbigteinteal 8 12 16 


The addition of one attorney position will be necessary in view of the antici- 


pated substantial increase of workload under chapter X in fiscal year 1959 over 
1958. 


Mr. Tuomas. Twelve proceedings were closed in 1958, and you esti- 
mate 16 will be closed in 1959. 

Well, that is your workload, then, isn’t it ? 

Mr. Wooptz. Yes, sir. 

Mr. Gapssy. I might add, Mr. Chairman, that those Chandler Act 
proceedings—some of them get to be extremely complicated, and run 
Sap a peri = of years. We have lawyers who are very highly skilled 
in that work. 

As a matter of fact, I would say offhand that the experts in the 
field are in our organization. We are called on to advise the courts 
in conection with these proceedings, and we often strike Federal judges 


who have never had a Chandler Act proceeding, and require teaching, 
really, from the ground up. 


NUMBER OF ATTORNEYS 


Mr. Tuomas. How many lawyers do you have in the District of 
Columbia, and how many in the field ? 
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Mr. Woonte. In the chapter X branch ? 

Mr. Tuomas. In all the branches. 

Mr. Donary. As far as number of attorneys, as of December 31, 
we had 96 attorneys chargeable to the Washington operations. 

Mr. Tuomas. Are they all engaged in legal work 

Mr. Donary. Yes, sir. 

Mr. Tuomas. How many in the field? 

Mr. Donaty. Eighty-five, as of December 31, or a total of 181. 

Mr. Tuomas. We lawyers have to run this business. 

Do you have any trouble getting lawyers now? They are under- 
paid, we know. What does the Civil Service Commission do for you? 

Mr. Gapssy. We have no trouble getting lawyers; we have trouble 
getting good lawyers. 

Mr. Tomas. Do you have any trouble with the Civil Service Com- 
mission? Do they give you people sufficiently high ratings to attract 
good folks and hold them? Are lawyers having a hard time over 
there ? 

Mr. Donary. I believe Mr. Becker can answer that question. 

Mr. Becker. Do you mean recruiting people at the entrance levels ¢ 

Mr. Tuomas. Recruiting and holding them, too. What about your 
turnover? 

Mr. Becker. About 17 percent last ye 

Mr. Tuomas. Among the lawyers? 

Mr. Becker. No; that is overall. 

Mr. Tuomas. Do you know how many among the lawyers? 

Mr. Becker. I don’t have that breakdown. That overall includes 
people like clerks and messengers, where a large part of our turnover 
takes place. 

SUPERGRADE POSITIONS 


Mr. Tuomas. How many supergrades do you people have? 

Mr. Becker. Eleven. 

Mr. Tuomas. How are they allocated ? 

Mr. Becker. A list of positions in supergrades ? 

Mr. Tuomas. Yes. 

Mr. Becker. They are the Executive Director, the Associate Execu- 
tive Director: the heads of our three operating divisions; that. is, the 
Division of Corporate Finance, Division of Trading and Exchanges, 
and Division of Corporate Regulation; the head of our Opinion 
Writing Office, General Counsel, Associate General Counsel; Chief 
Accountant; our New York regional administrator, and our Chicago 
regional administrator. 

Mr. Donary. We have a total of 11 supergrades. 

Mr. THomas. Does that meet your requirements in the supergrades ? 

Mr. Donaty. No, sir; we should have four more. 

Mr. Tuomas. What are they ? 

Mr. Brecker. The associate directors of our three operating divi- 
sions—the Divisions of Corporate Regulation, Trading and Exchanges, 
and Corporation Finance, and the Chief Accountant of the Division of 
Corporation Finance—those four. 

Mr. Tuomas. Have you taken any action to get those supergrades? 

Mr. Donaty. We are, sir. 

Mr. TxHomas. What? 
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Mr. Donary. We have under consideration right now proposed leg- 
islation to be submitted, I believe, to the House Post Office and Civil 
Service Committee to obtain an exemption from the overall Govern- 
ment requirements. 

As you know, sir, there is an overall maximum figure. The civil 
services doles the supergrades out among the agencies. 

Mr. Tuomas. We have heard of that. 

Be good enough to come back at 1 o’clock, and we will try not to 
keep you too long. 

AFTERNOON SESSION 


Division Or ADMINISTRATIVE MANAGEMENT 


Mr. THomas. The committee will come to order. 


We will insert in the record at this point page 89 and page 90 of 
the justifications. 


(The pages referred to are as follows:) 


DIVISION OF ADMINISTRATIVE MANAGEMENT 


FUNCTIONAL STATEMENT 


The Division of Administrative Management is responsible for all the admin- 
istrative services of the Commission. Such services include budget, personnel, 
accounting, property and records management, mail and messenger, library, 
space management, machine tabulation, duplicating, public reference, and other 
similar activities performed as a service to the operating divisions and offices, 
and regional offices. The Executive Director also serves as Director of the 
Division. 

There are three branches in the Division: the Branch of Records and Service, 
the Branch of Personnel, and the Branch of Budget and Finance. 








Justification 
=e canta ee L SEP Fit 
|Summary of personal services 
Fiseal year | | 
Cost Average 

| employment 

a s0 . hiccithnithcl ect alts os $479. 000 106. 8 
Increase _........ ‘ . a a6 ore i tet decd | 7, 000 2.6 
FF nie wonupoccyeSundenéqn oiintipepanthguennyamussnaaanead ae sen 486, 000 109. 4 





In fiscal year 1957, the additional personnel in the program and staff offices 
generated additional work for the service functions of the Division. As a result 
of the upsurge in workload, service rendered to the program and staff offices 
was performed on a delayed basis. Furthermore, approximately 800 hours 
of paid overtime was necessary to accomplish its functions in fiscal year 1957. 
Although 4 additional positions were authorized in fiscal year 1958, the 3 branches 
are experiencing certain moderate backlogs in its workload, which is generated 
by the increased and accelerated operations of the program and staff offices. 

The following tabulations clearly indicate that the percentage of average em- 
ployment and cost of personal services of this Division have consistently de- 
creased in fiscal years 1956 to 1958, as compared with the total percentage 
increase of the entire agency. As a result of this consistent decrease, the 
Division has been unable to render adequate and efficient service to the program 
and staff officers on a current basis. 
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Percent of 
Total average em- Division Percent of 
ployment and | Average employ- average Division 
Fiscal year personai services ment and cost | employment cost to 
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Cost Average employment 





Fiscal year , 
Division 
decrease 


Total Division 
increase decrease 





Percent Percent Percent 
I ke a 5) Od, cal tieeen shea etninaetboeliipiatiod-atal (0. 1) 10 (0.5 
SU Bld 554285 5cakpcdbawlocencnctdinaddanians 


(.6) 9 (1 





To provide for improved service to the program and staff offices in fiscal year 
1959, 3 additional positions (2 GS-2 and 1 GS-1) are requested for the 
Branch of Records and Service in the Division. Justification for the three 
positions are described in the succeeding pages. 

Mr. THomas. We will now take a look at the Division of Adminis- 
trative Management. 

Do you have 106 people over there ? 

Mr. Becxer. Yes. 

Mr. Tuomas. Out of a total of how many? 

Mr. Donarty. 886. 

a Tomas. How many in the field do you have doing similar 
work? 

Mr. Donary. An insignificant number. All of the budgeting and 
accounting, and personnel functions, as well as records and supply 
is done in the Washington office. The regional offices do issue pur- 
chase orders. Arrangements for space is done here in Washington. 
The budget operation is here and all of the common-service functions 
are done in Washington because it is more efficient and more 
economical. 

Mr. Tuomas. How do you dispense with those services in the field ? 
You make up the payroll in the central office ? 

Mr. Donaty. Yes; we make up the budget in the central office. We 
do obtain operating requests from the field offices. 

Mr. Tuomas. It is easy to criticize, but it looks to me like you have 
too many people in your housekeeping activity. 

Mr. Brcxer. Although we are asking for an increase of 3 in 1959, 
the percent of Division average employment to total average em- 
ployment has been decreasing. 

In 1956 it. was 14.1 percent. In 1957 it was 13.6 percent, and in 
1958 we estimate it will be only 12.5 percent. So we are trying to 
keep that down consistent with providing the common services that 
we are obliged to provide. 

Mr. THomas. t did not understand your figures. Were they the 
turnover figures ? 

Mr. Becker. Those figures were the percent of the Division aver- 
age employment to total average employment. 

Mr. THomas. It runs parallel with the turnover figures. 
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Mr. Donary. May I point out something else? As our enforce- 
ment work accelerates there is more operational work as far as the 
programs are concerned. That results in additional filing and addi- 
tional papers that have to be delivered to the various program officers 
and staff offices. The cost for the Division of Administrative 
Management is approximately 7 plus percent of the appropriation. 

Mr. Tuomas. For 1958 you bed 110 people and you want to increase 
that to 113, an increase of about 3 people, or a total cost of $486,000. 

I notice this language: 

Furthermore, approximately 800 hours of paid overtime was necessary to 
accomplish its functions in the fiscal year 1957. 

Why the necessity for overtime? 

Mr. Donaty. We have certain deadlines to meet, and I might speak 
of the tabulating unit. There are certain listings and tabulations 
that must be furnished to the program offices, the Division of Corpora- 
tion Finance, the Division of Trading and Exchanges, and of course 
we have our payroll on the IBM machines. 

Mr. Tuomas. You have three big branches in the Division of Ad- 
ministrative Management, and all the people are located in the Dis- 
trict of Columbia? 

Mr. Donary. Yes. 

Mr. Tuomas. And the people in the field are not concerned with 
this activity in the slightest, you say ? 

Mr. Donaty. No. 

Mr. Tuomas. I do not know how you get a lot of housekeeping jobs 
done in the field unless you have somebody to do that. 

Anyway, for your Branch of Records and Service, you have 84 
employees for 1958 and you want to go up to 87? 

Mr. Donaty. Yes. 

Mr. Tuomas. For your Branch of Budget and Finance your aver- 
age employment for 1958 is 13.5 and for your Branch of Personnel 
it is 8.6. Are you staying within your ceiling on personnel? 

Mr. Donarty. Yes. 

Mr. Becker. That 8.6 includes 1 nurse and 1 person that devotes 
but a small fraction of his time to personnel work. 

Mr. Tuomas. We will insert the first paragraph on page 91 in the 
record and also the first paragraph on page 93. 

(The pages referred to are as follows :) 


A. Branch of Records and Service 





Fiscal year 
Cost Average em- 
ployment 
Wb eda bid iin i ht inicatthhcat de. Se ea $357, 600 $4.7 
I a Ki oie satelite bats dissident aii an tie ee ee ad 7, 000 2.6 
WD. os oneal ibis ttn be UE KL See. | 364, 600 7.3 





The branch provides for office facilities and services, including (1) receipt, 
recording, and docketing of all material required to be filed with the Commission 
pursuant to the statutes it administers; (2) acquisition, storage, and distribu- 
tion of supplies and equipment; (3) planning and operation of internal-records 
management; (4) providing communication and messenger services; (5) utiliza- 
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tion and disposal of all personal property of the Commission; (6) maintenance 
of library, publications, and public reference services; (7) alteration and repair 
of assigned space ; and (8) maintenance of printing and duplicating services. 


B. Branch of Budget and Finance 


Personal services 





Fiseal year 
Cost Average em- 
| ployment 
Eee ealebisaieanecdgalabletieabtinasnsho Sictegsnprsaonsnicant ee eek aon nae inn tn aacnbabacails 
DTI oh sigs carcatetcacecs sa staal $0, 700 | 13.5 
Rae Gln Sos ; ; : e3 . ‘ Ja 


i a ee ed eee = 69,700 | 13.5 


The Branch performs all budget and accounting functions, including (1) 
formulation of budget estimates; (2) apportionment, allotment, and control of 
funds; (3) payroll and voucher-examination operations; (4) billings and col- 
lections; (5) recording transactions to the general ledger accounts and allot- 
ment ledgers; (6) preparation of financial statements; (7) machine tabulation ; 
and (8) compilation of mandatory reports in accordance with existing regu- 
latory requirements. 


Mr. Tuomas. I like the way you supply the green sheets with the 
personnel breakdown. It looks nice. If I confuse you by the term 
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“green sheets,” what I have reference to is your middle column on 
page 95. 
REGIONAL OFFICES 


Mr. Tuomas. We will now take a look at the regional offices and 
we will insert pages 96, 97, and 98 in the record at this point. 
(The pages referred to are as follows :) 


REGIONAL OFFICES 
FUNCTIONAL STATEMENT 


The regional offices are the field representatives of the Commission in the 
administration and enforcement of the various acts. 

The principal functions of the regional offices include the following: (1) Ex- 
amination of the books, records, and practices of registered broker-dealers; (2) 
conduct investigations as to (a) transactions in securities on national exchanges 
and in the over-the-counter markets; (0b) public distribution by issuers and 
other persons of unregistered securities, and the purchase or sale of securities 
by fraudulent means; and (c) complaints from investors and the public; (3) 
recommend appropriate action where violations have been established; (4) 
process filings under the Commission’s modified regulation A; (5) represent the 
Commission in Federal courts in various proceedings arising from violations of 
the several acts and under chapter X of the Bankruptcy Act, as amended; and 
(6) render interpretative advice and assistance to registrants, registered brokers 
and dealers, prospective registrants, investing public, ete., as to the application 
and meaning of the various statutes and Commission’s rules and forms. 

During the third quarter of fiscal year 1958, the Commission will establish 
branch offices in Miami, Fla., and St. Louis, Mo., reporting to the Atlanta and 
Chicago regional offices, respectively. The Commission is also considering the 
establishment of a branch office in Houston, Tex., reporting to the Fort Worth 
regional office. The establishment of these branch offices will not increase the 
overall personnel requirements, but will permit the Commission to serve the 
public more effectively and enable it to increase the effectiveness of its investi- 
gative activities and its broker-dealer inspection program in those areas. 
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Justification 


Personal services 


Cost Average em- 





} 
| ployment 
Fiscal year 1958............-.-- cocina boweGaisS enagiins bas ..| $2. 173, 700 334.1 
TiO oo ona tak cn oc nea oe daan nee eee aE ee 237, 300 40.9 
ee Ne Ti icsik ns cnedh <Sbareeosbeiredianioeaes Bi cossnnliine conan ies 2, 411, 000 375.0 


The addition of 42 positions in the regional offices in 1959 over 1958 provides 
for (1) maintaining the investigations program on a more current basis, thus 
emphasizing the Commission’s concern for the increasing number of fraudulent 
transactions and speculative activity in the securities markets; (2) implement- 
ing the inspection program under the Investment Company Act; and (3) the 
increasing workload in the number of reorganization petitions filed in courts 
and in reorganization proceedings in which the Commission participates. The 
total of 42 additional positions is distributed as follows: Thirty-seven for the 
investigations program; two for the investment company inspection program ; 
and three for chapter X program. Distribution of the additional positions by 
regional offices is shown on page 110. 


A. Regional executive direction 


General supervision and administration of all programs assigned to the regional 
offices of the Commission is exercised by the regional administrator or assistant 
regional administrator in each of the Commission’s nine regional offices. Aver- 
age employment for fiscal years 1957, 1958, and 1959 is 24.9, 25.5, and 25.7 man- 
years, respectively. 


B. Broker-dealer inspections 


The broker-dealer inspection program includes regular and periodic examina- 
tions of the books and records of registered brokers and dealers, conducted pur- 
suant to the securities acts and the rules and regulations promulgated there- 
under. This program is a vital segment of the Commission’s enforcement pro- 
gram for the protection of the public investor. These inspections frequently 
discover situations which if not corrected, would result in losses to customers. 

An inspection ordinarily includes, among other items: (1) A determination 
of the financial condition of the broker-dealer; (2) review of pricing practices; 
(3) review of the treatment of customer’s funds and securities; and (4) a de- 
termination whether adequate disclosures are made to customers. The inspec- 
tion process also determines whether the required books and records are ade- 
quate and currently maintained, and whether broker-dealers are conforming with 
the margin and other requirements of regulation T, as prescribd by the Board 
of Governors of the Federal Reserve System. They also check for sale of un- 
registered securities, use of improper sales literature or sales methods, and 
other fraudulent practices. 

The following table shows the various types of violations disclosed as a result 
of the inspection program in fiscal years 1954 to 1957, inclusive. In fiscal year 
1957, the number of indicated violations found by inspections totaled 1,722, 
a 60-percent increase over fiscal year 1956. 





#3 a nn —— 
Type | Fiseal 1954 | Fiscal 1055 | Fiscal 1956 | Fiscal 1957 
op ean, ey eee 43 27 | 79 121 
Hypothecation rules. - -- less 35 17 25 26 
Unreasonable prices for securities purchases_ - 240 212 | 189 234 
Regulation T of the Federal Reserve Board_-_. 145 | 90 141 | 218 
Secret profits. fe 5 | 3 | 7 s 
Confirmation and bookkeeping rules_- ti oe -| 448 | 429 | 545 950 
Miscellaneous eee ee cae ee 147 | 39 | 90 165 
Total indicated violations soda 1, 063 817 1, 076 1, 722 
Total number of inspections._.._......................- 78 822 952 1, 214 
i | 
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Mr. Tuomas. It is nice to have with us today the regional adminis- 
trator for Texas, Mr. O. H. Allred, a very distinguished gentleman 
who is favorably known in Texas. We also have the regional admin- 
istrator of Chicago, Mr. T. B. Hart, with us today. We are delighted 
to have them. 

Mr. Jonas. Before you leave the table on page 95, what is your 
editorial specialist? What does he do? 

Mr. Brecker. He conforms typewritten briefs and reports that are 
required to be printed to the Government Printing Office style and 
terminology. 

Mr. Jonas. I just wondered what his function was. 

Mr. Brecker. He determines the style and size of type that should 
be used in that sort of thing, sir. 

Mr. Jonas. It seems to me that it would be standardized after one 
time. They could not change those styles every year, could they ? 

Mr. Brecker. No. They do not change the basic things, but the 
combinations could vary from job to job. 

Mr. Jonas. What about the employee-relations officer ? 

Mr. Becxer. He is in the Branch of Personnel. He is responsible 
for matters such as employee-performance ratings and the incentive 
awards program. 

Mr. Jones. Why does not the Director of Personnel do that, or one 
of his assistants ? 

Mr. Becker. Well, this person is one of the assistants to the Director 
of Personnel. 

Mr. Jonas. You list an Assistant Director of Personnel, and later 
on in the table you have this employee relations officer. Does he list 
the complaints and try to keep the employees happy ? 

Mr. Becker. He takes care of grievances and works on the Com- 
mission’s performance rating plan, which applies to all personnel 
except hearing examiners. He takes care of such things as mass 
I soa for polio, and more recently the Asiatic flu—jobs along 
that line. 

Mr. Jonas. Thank you, Mr. Chairman. 

Mr. THomas. I repeat that we are delighted to have Mr. Hart and 
Mr. Allred with us. We think it is a good idea to bring the regional 
men in here. They certainly perform a very outstanding function. 
It gives us an opportunity to see them and talk with them and let 
them look at us and you. 

Mr. Hart, do you and Mr. Allred like the way this place is being 
operated? If you do not, tell us so. 

How is everything in Chicago? 

Mr. Harr. Very good. 

Mr. Tuomas. How many people do you have in the office? 

Mr. Harr, Including the subregional offices in St. Paul, Detroit, 
and Cleveland, 65 people. 

Mr. Tuomas. Where is your main office? 

Mr. Hart. The main office is in Chicago. 

Mr. THomas. What is your biggest workload? What type of case 
comprises your biggest workload ? 

Mr. Harr. The constant workload is in the examination of these 
brokers and dealers. 

Mr. Tuomas. Do you have any of the hot boiler boys out there? 
Did you get rid of them last year? 
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Mr. Harr, I will cross my fingers and say that we have been singu- 
larly fortunate in the Midwest with regard to the boiler rooms. They 
make calls to Chicago, but we have been fairly successful in keeping the 
boiler-room operations out. 

Mr. Tuomas. Do you have any uranium boys out there! 

Mr. Harr. They were mostly in Denver. 

Mr. Autrep. They are in Denver. 

Mr. Tuomas. Mr. Allred, what about the old bucketshop operators ? 
Are they a thing of the past, or are they still operating? 

Mr. Atirep, We have not had one in our area for about 10 years. 
As you will recall, there was quite a flurry of those in the early days. 


SUMMARY OF ADDITIONAL POSITIONS 


Mr. Tuomas. We will insert the breakdown of your regional offices 
appearing on page 110 of the justifications. 
(The page referred to is as follows:) 


Summary of additional positions eapetere for regional offices for fiscal 1959, 





y program 
| Securities investi- | Investment com- Clerical Total 


gations pany inspections 






| 
Region | 
| Annual | 
Number} salary | N salary 
| rate rate 





New York........... 13 | 1 $77, 440 | 
6,3 





|- 




















$10, 245 16 $87, 685 

Oe, ae | 1 , 390 3, 415 2 9, 805 
Missnaccepiaset 1 6, 390 3, 415 2 9, 805 
Ohicago..........-.. 2| 12,780 | 3, 415 | 4 22, 585 
I Si 5s oinhhciinns 2 12, 780 3, 415 3 16, 195 
Fort Worth~-....._-' 2/| 12,780 3, 415 3 16, 195 
San Francisco. ...... 3 | 118,220 6, 830 6 31, 440 
RES 3 19, 170 3, 415 4 22, 585 
Washington, D. C_.. 1 , 390 3, 415 | 2 | 9, 805 
WERE i55.dic és 28 | 172,340 40, 980 | 42 | 226,100 

i 





‘ Includes 1 attorney position for ch. X reorganization work. 
DISTRIBUTION OF PERSONNEL IN THE REGIONAL OFFICES 


Mr. Tuomas. You show New York with 110 people in 1957, 131 in 
1958, and estimated 147 for 1959. 

Boston, 14 in 1957, 15 in 1958, and 17 estimated for 1959. 

Atlanta, 14 in 1957, 17 in 1958, and 19 estimated for 1959. 

Chicago, 61 in 1957, 67 in 1958, and 71 estimated for 1959. 

Fort Worth, 19 for 1957, 22 for 1958, and 25 estimated for 1959. 

Denver, 28 for 1957, 32 for 1958, and 35 estimated for 1959. 

San Francisco, 29 for 1957, 34 for 1958, and 40 estimated for 1959. 

Seattle, 17 for 1957, 19 for 1958, and estimated 23 for 1959. 

Washington, D. C., 16 for 1957, 18 for 1958, and estimated 20 for 
1959. 

Why the big workload out in Denver now? I thought that we had 
the uranium speculators pretty well in hand. 

Mr. Donaty. Part of the increase is in the investigations program. 

Mr. Tromas. What are we investigating in Denver? Those people 
out there are mighty fine people. 
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Mr. Gapssy. They are mighty fine people all over the United States, 
but some still have to be investigated. 

Mr. Tuomas. Why the increase in Denver? 

Mr. Donarty. The increase for 1959 is 3 people. Two are securities 
investigators and one is a clerical position. 

Mr. Garrett. If you will notice on page 102 you will see the num- 
bers of investigations by regional offices. 

Mr. Tuomas. I am going to get to that in a minute. 


WORKLOAD DATA 


Now, we will take a look at your workload. You say on page 98: 


The following tables show the various types of violations disclosed as a result 
of the inspection programs in fiscal years 1954 to 1957, inclusive. In the fiscal 
year 1957, the number of indicated violations found by inspections totaled 1,722— 
a 60-percent increase over fiscal year 1956. 

Times are not that bad, are they ? 

Mr. Gapspy. That is the figure I referred to when I said the increase 
in the number of brokers and dealers was taken largely from marginal 
type of operations which involve inexperienced persons. 

Mr. Toomas. When you get into investigative work we know what 
that entails. 

What do you mean by “financial difficulties” ? 

Mr. Loomis. That means that they were not in compliance with the 
Commission’s net capital rule as to the ratio of their aggregate in- 
debtedness to the amount of their capital. 

Mr. Tuomas. You have a type of violation “unreasonable prices for 
securities purchases.” You had 240 cases in 1954 and 234 in 1957. 

Mr. Loomis. That would be situations where a broker-dealer sold 
securities to a customer at a price which had no reasonable relation- 
ship to the market value of that security. 

Mr. Tuomas. The total number of inspections for the fiscal year 
1957 is 1,214. What is your latest figure for 1958? This table does 
not go any further. 

Mr. Loomis. The 1,214 figure is a new high, but we estimate that in 
the fiscal year 1958 we will do 1,520. 

Mr. Tuomas. What page is the composite table on? 

Mr. Loomis. Page 99. 


SECURITIES INVESTIGATIONS 


Mr. Tuomas. That is only for broker-dealers. You have a com- 
posite table somewhere showing all of your investigations broken 
down into all categories. 

We will put page 102 in the record at this point, securities investiga- 
tions for the regional offices. 

(The page referred to is as follows :) 
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The following tabulation shows the status of investigations as of June 30, 1957 
for each regional office. 
Securtties investigations 





| 








Region | Pending | Opened | Closed | Pendin 

July 1, 1956 (+) } (-—) | June 30, 1 57 

New York........._.. a ee 284 246 | 151 | 37 
Boston. , ocwtdets | 45 | 25 28 | 42 
Atlanta. 22 23 | 15 | 30 
Chicago _- hiss jottae 8Y 25 20 ot 
Fort Worth... — nee 61 28 18 | 71 
Denver 4 109 45 | 42 | 112 
Seattle. 4 baits 89 | 3 22 | 97 
San Francisco.. meee 58 42 33 | 67 
Washington, D. C_-_- 35 46 16 | 65 
Central. _- Sat sig slated 21 | 2 2 | 21 
Total___- ar eanaoatdl 813 | 512 347 | 978 





Mr. Donary. There is a composite table on page 62. 

Mr. Tuomas. This is the division that is going to enforce the act. 
This commitee has always leaned over backward to try to encourage 
you people to put as many of your personnel in that division as possible. 


CHAPTER X. NATIONAL BANKRUPTCY ACT CASES 


We will insert page 108 in the record at this poimt, showing by 
offices investigations under chapter X of the Bankruptcy Act. 
(The page referred to is as follows :) 


H. CHAPTER X—NATIONAL BANKRUPTCY ACT 


Administration of the functions of this program is performed by the regional 
offices, subject to final review in the Division of Corporate Regulation. The chap- 
ter X cases originating in the Washington, D. C., and Atlanta, Ga., regions are 
processed directly by the Division, because the irregularity of the workload in 
these two regions does not justify the permanent assignment of specialists to 
the regional offices serving such areas. 

The number of reorganization petitions filed in. Federal courts increased from 
61 in 1956 to 75 in the fiscal year 1957—a 23 percent increase. The number of 
cases in which the Commission participated increased from 33 in 1956 to 37 in 
1957 and notices of appearances were filed in 8 new procedings in 1957 as com- 
pared with 6 in 1956. 

The number of cases which were the subject of active participation by regional 
offices and the man-years devoted to such work in 1957 are presented below. 





| Number of 
|  ¢@ases in 
Regional office | which offices | Man-years 
participated 
| in fiscal year 
| 1957 
a - — 
I  clinchsn erupts inihees uicso pial Sethian = tc ulssebecinitstale ie ed iaeen tatadeeienithlia aide asain aca ta 2 | 0.1 
Rainn gedaan nkcertdpenunsetane olives cacue Cele stinith tae aaa eden eee 15 | 5.0 
ie a, fea inti dig i atiniboseindageeinphaiesmaiideaeaéd vomatonateans 2 5 
New York........ sicdsubdiid bihwaap aubha dink udtnlns emda adams : 13 5.6 
DRT NOG, 5 ian 5 onion nds ode Huldddsclienntdn bbe déouial chon 2 a 
i a ica Ri has i ae ain hn ir 1 | 4 
NN Sik sede e demu kiediin eg eee a dS ee 35 | 12.3 


SUSPENSION ORDERS——-REGULATION A FILINGS 


Mr. Tuomas. The suspension orders appear on the top of page 107 
and the page will be inserted in the record at this point. 
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(The page referred to is as follows:) 


Regulation A filings—Suspension orders 


Regional office | Actual, 1957 | Estimated, Estimated, 











1958 1959 

New York_. 25 33 34 
Atlanta____. 6 5 3 
eee 1 3 2 
Se SR ae 2 3 3 
Neen ee na acinkbanwedaiiuk 53 45 48 
a ae gi aie a eiaied dau dale 12 14 12 
San Francisco_____ S (sikncebocoenabaie 27 | 30 27 
Seattle..____.. has Dice eabalainaddioneanlaamibicanaipodiodprabl 2 | 5 4 
Washington _- intact alee asalighalgcinin Sigesphbaeesh pencanianialla Rie 4} oh 2 

NS ah dae ccc haistihianinnidetrce tdi Mbnmtckienitlinins 132 | 140 | 135 

! 


In addition to the increased examining and investigative workload, certain 
changes have been made in the disclosure and reporting requirements under 
the exemptive rule (regulation A), which will result in the filing of additional 
data by issuers and underwriters desiring to qualify exempt offerings. The 
impact of these new requirements, which became effective in fiscal year 1957, will 
further increase the workload in fiscal years 1958 and 1959. 

In fiscal year 1957, approximately 22.8 man-years were expended for this 
program. Effective administration of the Commission’s directives under regu- 
lation A will require approximately 24 man-years in fiscal year 1958 as well as 
in fiscal 1959. 


OrHer Opssects oF ExPENSE 


Mr. Tuomas. We will now take up other obligations and we will 
insert in the record at this point page 112. 
(The page referred to is as follows :) 


OTHER OBLIGATIONS 


The sum of $1,100,000 will be required in fiscal 1959 for costs other than 
salaries. An itemization of these costs is shown in the following tables: 





Symbol] Classification | Actual, | Estimated,| Estimated, 
No. | 1957 1958 | 1959 
$$$ - —_ — = — —— — — -_— ee 
02 | Travel expenses. t $183,856 | $219, 250 $260, 000 
03 ‘Transportation of things ; 7, 645 13, 800 11, 000 
04 | Communication services ; isd 142, 826 148, 000 150, 000 
05 | Rents . 12, 434 | 13, 600 20, 000 
06 | Printing and reproduction 39, 788 81, 900 57, 900 
07 | Other contractual services__- Ss 54, 661 | 104, 000 94, 000 
08 | Supplies and materials _- | 72, 230 76, 000 79, 000 
09 | Equipment--- eae 35, 016 | 54, 000 54, 000 
ll Grants, subsidies, and contributions sae 345, 800 360, 700 
13 | Refunds, awards, and indemnities 4, 810 | 5, 200 5, 200 
15 | Taxes and assessments 7, 699 | 8, 000 8, 200 
Total. __. 560, 965 | 1,068, 750 f 100, 000 


In estimating the amount which will be required in 1959 for each item of 
“Other obligations” appropriate consideration was given to (a) the proposed 
expanded enforcement program and (6) the necessity of providing working fa- 
cilities for the new personnel requested. 

Mr. Tuomas. I see that you have $360,000 for contribution to the 
retirement fund, and deducting that from your other objects, you 
are about 10.2 percent of your personnel cost, which is all right.’ If 
you include your $360,000 in there that would put you a little out of 
line. It would put you at about 14 percent. 
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With regard to travel expense, you go up from $219,250 last year 
to $260,000. 

Transportation of things, $13,800 for 1958 and $11,000 for 1959. 

Communication services, $148,000 last year and for 1959 estimated 
$150,000. Why the increase? 

Mr. Donary. That is the result of $1,000 for telephone services 
for the additional personnel requested in this estimate ; and also $1,000 
for the penalty mail which we have to pay to the Post Office 
Department. 

Mr. Tuomas. You have a decrease in other contractual services, 
for 1958 estimated $104,000 and for 1959 estimated $94,000. Was 
that a rent item from the GSA ? 

Mr. Donary. No. 

Mr. Tuomas. What are they doing for you this year ? 

Mr. Donaty. Do you mean with regard to space and alterations? 

Mr. Tuomas. Yes. You have estimated $5,000 for this year, 1959, 
and for 1958 it was $29,500. Why the $5,000 in 1959? I thought 
that the GSA was going to take care of you. 

Mr. Donarty. Primarily this $5,000 1s for minor building altera- 
tions at field offices. It includes constructing and painting new par- 
titions. 

Mr. Tuomas. That is what we have the GSA for. They have 
more money than you. 

Mr. Donary. Yes. 

Mr. THomas. Do they make you pay for this? 

Mr. Donarty. Yes; if it is not in their budget. 

Mr. Tuomas. Not in their budget? Tell me what is not in their 
budget. 

Mr. Donary. Off the record. 

(Discussion off the record.) 

Mr. THomas. What about your stenographic reporting services ? 
They are going up pretty high. 

Mr. Donatry. Yes. That is an increase of about $16,000 for the 
next year, and that is because of an increase in investigations and also 
in private hearings and public hearings. 

Mr. Tuomas. What are you basing your increase on, the increased 
volume of work? 

Mr. Donarty. Increased volume of work and also the increase for 
the cost per page of transcript. 

Mr. Tuomas. Did you change contractors ? 

Mr. Donary. No, sir. What we do is generally request bids an- 
nually and we award the contract to the most favorable bidder. 

Mr. Tuomas. Thirty cents a page? 

Mr. Donary. Yes. It is 30 cents a page on public hearings for an 
evening copy. 

Mr. Tuomas. Seventy cents a page for private hearings? 

Mr. Donarty. Yes. 

Mr. Tuomas. And $1.20 per page for investigations ? 

Mr. Donary. Yes. 

Mr. Tuomas. You have a lot of supplies and materials here. You 
have office supplies, paper and other expendable material at $53,700 
as against $51,375. 

You are going to buy a lot of lawbooks. What kind of lawbooks 
are you going to buy ? ; 
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Mr. Donary. That $24,175 is explained on page 124. 

Mr. Tuomas. Mr. Donaty, what are you going to get for it? 

Mr. Donary. Primarily it covers Moody’s and Standard and Poor’s 
and it also covers legal publications and services like the National 
Reporter System. Then we have various United States Code Anno- 
tated. 

Mr. Txomas. You break it down very beautifully there. What 
service are you going to get from Moody? He puts out a half dozen 
different types of services, does he not? Which ones are you getting? 
Is it a daily service or a w eekly service ? 

Mr. Donaty. One of them is Moody’s Industrial Manual, which is 
utilized at every regional office. 

Mr. Tuomas. What does that cover ? 

Mr. Donary. The Industrial Manual runs about $88 per year. 

Mr. Tuomas. What does it cover? What is in the manual? 

Mr. Donary. I frankly do not know. 

Mr. Loomis. Essentially the manual covers brief descriptions of I 
suppose substantially all the corporations of public interest, investor 
interest in the country a financial statement, a description of what 
business they are in, the names of the officers and directors and material 
of that kind. It is used for numerous reference purposes when we 
have to find out something about a corporation which we often have 
to do. 

Mr. THomas. How much are we spending for lawbooks? I presume 
that they are all here in the District of Columbia. You do not keep 
any legal staff in the field ? 

Mr. Donarty. Oh, yes. 

Mr. Tuomas. How many in the field ? 

Mr. Harr. We have a small law library in Chicago, and I am sure 
they do in New York, as well as other regional offices. 

Mr. Tuomas. What part of your legal staff do you have in your 
regional offices? You broke it down this1 morning. 

Mr. Donary. Eighty-five as of December 31, the number of at- 
torneys in the field. 

Mr. Tuomas. As against 89 or 90 in the District ? 

Mr. Donaty. N inety -six as of December 31. 

Mr. THomas. You have some general reference works covering 
economics, finance, accounting, public utilities, engineering, direc- 
tories and so forth in the amount of $1,620. Who writes all that? I 
thought that you people published most of that. Now you turn 
around and want to spend $1,600 to get someone else to do it. 

Mr. Gapssy. Some people do not agree with us. 

Mr. Woopsmr. Most of it is reference works, in engineering, 
petroleum, mining, and general evaluation work. 

Mr. Tuomas. Do you ‘send any of this to Mr. Allred and Mr. Hart? 

Mr. Donary. Some of that material is sent to all regional offices. 





FEES 
Mr. Tuomas. We will insert page 132 in the record at this point. 
(The page referred to is as follows :) 
STATEMENT oF ActTuAr. 1957 FEES AND ESTIMATED FEES FoR 1958 AND 1959 


The fees collected by the Commission in the fiscal year 1957 and the estimated 
fees for fiscal 1958 and 1959 are as follows: 
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Character of fees Actual, Estimated, | Estimated, 
1957 1958 1959 
. Registration of securities under the Securities Act of 1933______- $1, 493, 950 | $1,600,000 | $1, 700,000 
From stock exchanges under sec. 31 of the Securities Exchange Act of 
1934 ; cn Joono-cos-cig sien Ibn van ee icadatdabenldlin 727, 196 1 785, 000 785, 000 
Qualification of trust indentures.---....-...--...-.2.22.-2-4.--...- 2, 200 2, 400 2, 500 
Sale of photo duplications_- bastquss So 19, 978 20, 000 22, 000 
Recoveries, jury duty cette wewaeoan aera aulaieiadl 93 100 100 
GE ROG ines ees cts ocnaerne dedi ge el ok edd jibe 163 200 200 
Total fees collected ___.- wide ‘ Scse5 bb wis 2, 243, 580 2, 407, 700 2, 509, 800 
TRAE CURRIE a 6. fo ska 6 dies'n « pth in Shs owhcdaddetpinleamseedinhes 2 5, 743, 911 6, 700, 000 7, 100, 000 
Percent of fees collected to total obligations. -- es khaled ahalole 39.1 35.9 35. 4 
Percent of fees collected to total obligations if proposed legislation ! 
is passed... _.- nose crcinihalaiso va a apnistincnchis Siiatatnss 0 whale aleagiciniiaenasitilinabaig ea aeaMieaialee 68.2 65.8 


1 2 bills introduced in the 85th Cong., 1 of which has been passed by the Senate, would amend sec, 31 of 
the Securities Exchange Act of 1934 to increase fees charged stock exchanges from 2 to 5 cents per $1,000 of 
securities sales and to impose on brokers and dealers a fee of 5 cents per $1,000 on over-the-counter sales. 
Enactment of either of these bills would increase our estimate of fees to be collected from stock exehanges 
during fiscal 1958 to $1,962,500, 150 percent increase. In addition, it is estimated that $981,250 in fees would 
be collected from brokers and dealers during the same pericd. 


2? This amount does not include a contribution to the Civil Service retirement fund since the law became 
effective in fiscal year 1958. 


Mr. Tuomas. The page just referred to deals with fees. We went 
into that in some detail this morning. 


SEC REQUESTS OF THE BUREAU OF THE BUDGET 


Mr. Yares. Mr. Chairman, how much does your agency request 
from the Bureau of the Budget ? 

Mr. Gapssy. $7,500,000. 

Mr. Yarrs. So you have experienced a cut from that agency; is 
that not so? 

Mr. Gansny. The budget came out of the agency at $7,100,000; yes. 

Mr. Yares. And you asked for how much ? 

Mr. Gapspy. $7,500,000, 

Mr. Yates. They cut you $400,000 ? 

Mr. Gapssy. That is right. 

Mr. Yates. Where were the cuts made? 

Mr. Donary. In total there were 56 positions. Of the 56, 28 were 
applied to the field and 28 in Washington. Of course, the 56 did 
not cover the entire $400,000. Other expenses were appropriately 
reduced. 

Mr. Yares. Will the agency be able to get along without the 56 
employees ? 

Mr. Gapsny. We can get along. As I said before, it is just a ques- 
tion of how well we do the work and how thin we spread ourselves. 

Mr. YAres. Will you be able to perform your job without the 56 
employees, in your judgment ? 

Mr. Gapssy. We will do what we can with the money we have at 
hand and with the personnel available. 

Mr. Yates. Did the Bureau of the Budget freeze any of your funds 
last year? 

Mr. Gapspy. No, sir. Is that for 1957, sir? 

Mr. Yates. I mean this year. 

Mr. Gapssy. No, sir. 

mi Yates. Have there been any hiring restrictions imposed upon 
you? 
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Mr. Donary. No, sir. 


LEVEL OF ECONOMIC ACTIVITY 


Mr. Yates. I am interested in this statement that appears on page 
46 about the Commission having no reason to assume that there will 
be any substantial abatement of the high level of economic activity. 
Does that opinion still prevail in the Commission ? 

Mr. Gapssy. I think that I went into that at some length to explain. 
Even though there might be some leveling off in certain respects in 
the financial markets we do not expect that will have any appreciable 
effect upon our workload. 

Mr. Yares. I remember your discussing that, Mr. Chairman. I 
remember your saying in the event some of your business fell off that 
the number of reorganizations under chapter X might 

Mr. Gapspy. I would be very much afraid of it. 

Mr. Yares. Afraid of what? 

Mr. Gapsey. Where it would level off in one place it would be made 
up in another. 

Mr. Yares. I appreciate that point of view. The thing that I was 
interested in was how your staff arrives at the conclusion that there 
would not be any substantial abatement of the high level of economic 
activity, and are they still of that opinion ? 

Mr. Gapssy. That was written as of June 30. 

Mr. Yates. Is it still their opinion ? 

Mr. Gapspy. I will have to ask the staff. 

Mr. Yates. Which of the staff drafted that statement? It must 
be something of importance because the word “concomitant” appears 
only twice in the hearings today, but it appeared in Chairman Arm- 
strong’s statement last year. 

Mr. Gapssy. The word “concomitant” is mine. It was used inno- 
cently. I did not realize it was in last year. 

Mr. Yares. It isan unusual word. Ordinarily the same person has 
a habit of writing a word like that. I was reading Mr. Armstrong’s 
statement last year and I noticed the word “concomitant” was used. 

Mr. Gapspy. I did not realize that the former Chairman’s mind and 
my mind ran in such channels. 

Mr. Sarcent. Both the former Chairman and the present Chairman 
hail from Massachusetts. 

Mr. Yates. I thought Mr. Armstrong came from Chicago. 

Mr. Sarcent. He got his education at Harvard College and the law 
school. The present Chairman hails from North Adams, Mass. 

Mr. Yates. Does anyone want to address himself to the question ? 

Mr. Woopsiwe. The text is from that section of the budget that 
refers to the work of my division, and all I can say is that in the 
middle of each year when you are making up your budget, and at 
the end of each year when you are getting ready for budget appear- 
ances, you take a look at your records to see what judgment you can 
form as to the level of your operations. We keep an eye all the time 
on a number of things: The Department of Commerce publishes its 
monthly Survey of Current Business and every year they have their 
prognostications as to plant and equipment investments. We are in 
close touch with industry through our registration process and we 
know the plans of utilities and others for expansion. In addition to 
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that we have the trade publications such as the machinery and allied 
institute and that sort of thing that are always making forecasts of 
capital requirements of their membership. 

Now, we have our own internal trends of financing as reflected in 
the registration volume during the last few years. As far as we can 
see from what we can tell, we figured we could not safely assume any 
substantial difference in the level of financing from that which we 
recently experienced. It is true there may be some fluctuations, but 
fluctuations or not, we are still at a high level by any comparison you 
want to make, 

I know back during the Korean emergency people were thinking in 
terms of $27 billion of plant investment as a tremendous amount of 
effort on the part of the whole economy and now you are talking about 
$36, $37, and $38 billion. A decline from $37 billion to $35 billion 
is considered to be something of a substantial drop. Five years ago 
$35 billion was a tremendous thing. So it does not make much differ- 
ence to us in making our calculations whether you figure the economy 
is going to be running at $35 billion of plant investment, or $47 billion. 
It still means to us in terms of trying to estimate what we have to do, 
in terms of servicing the financial requirements of business, that we 
have a big volume ahead of us. 

Mr. Yares. Of course, it means something to us on the other end 
and that is the reason we are so interested. As a matter of fact, we 
do discuss the state of the economy with our colleagues and find out 
what is happening in our respective districts, and when a commission 
such as the Securities and Exchange Commission, which has a very 
good special staff, comes in and gives us its opinion, we would like to 
know the basis of the opinion. 

Mr. Woopsiwe. Well, roughly that is it. We keep a pretty close 
watch on the plans of companies, that are doing business with us all 
the time, and we keep an eye on the publications, including those of 
the Government. 

Mr. Yates. Do I understand you correctly that you repeat the 
statement : “The Commission has no reason to assume that there will 
be any substantial abatement of the high level of economic activity” ? 

Mr. Woopstpe. That is my opinion based upon the work that I have 
done in the Commission. I cannot speak for the other members of the 
staff or the Commission. 

Mr. Gapssy. If I may interrupt in the 6 months ending December 
31, 1957, our total volume of registered securities was $7.5 billion, 
which is $1.4 billion in excess of the figure for the 6 months ending 
December 31, 1956. Now, those figures are the ones on which we have 
to rely. Those are the figures which affect our work. When we talk 
about the high level of economic activity we mean that economic activ- 
ity which is pertinent to our activities, to our work. 


OPERATION UNDER EXECUTIVE ORDER 10450 


Mr. Yates. It has been some time since I asked any questions like 
this, but I would like to know whether or not the Commission is oper- 
ating under Executive Order 10450 still with respect to security 
matters ? 

Mr. Becker. We are, but only with respect to sensitive positions. 
That change was made by the 1956 Supreme Court decision. 
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Mr. Yates. I wondered what the Commission had done in view of 
the Supreme Court’s decision. What is a “sensitive position” in terms 
of the Resavition and Exchange Commission ? 

Mr. Becker. A sensitive position is “any position in the Commis- 
sion the occupant of which could bring about, because of the nature of 
the position, a material adverse effect on the national security.” 

That is our definition. It is also in the Executive order. We merely 
adopted that definition verbatim. As of today, we have approximately 
= sensitive positions in the Commission out of a total employment 
of 842. 

Mr. Woopsive. It frequently occurs that a company that is propos- 
ing to raise capital and has to file a registration statement with the 
Commission will be engaged in some project of a contractual relation- 
ship with a branch of the Government such as one of the services, 
or the Atomic Energy Commission. They are restricted as to what 
can be said about their activities, the contract, or the product. They 
are faced with the requirement of disclosure by the Securities Act, 
or the 1934 act, so there has to be some discussion about the problem 
of our staff to see how the matter can be handled as a matter of statu- 
tory disclosure compatible with the security regulations. That means 
that we have to have a man qualified to take care of the problem and 
deal with the contractor as well as the Government. 

Mr. Voursetx. Mr. Chairman, I want to congratulate you for the 
many pertinent questions that you have asked the witnesses with re- 
gard to the work of the agency. I think that you have done an 
excellent job, and not much more could be done by the minority side. 

However, I do want to complement the new Chairman and his 
various aids that have been so helpful in bringing the information 
to the committee that it has sought out in the hearings today. 

I notice that you people are charged by the Congress to try to 
protect the people. I think it is a good law. I think that you are 
doing an excellent job. I realize this is rather a big job to try to 
protect 10 million people who are buying stocks. 

I notice on page 2 of your transmittal letter that the dollar volume 
of securities traded on stock exchanges reached $34 billion in the fiscal 
year 1957 as compared with $17 billion in the fiscal year 1953, a 100- 
percent increase. 

T also notice that the dollar volume of securities effectively registered 
under the Securities Act of 1933 increased from $7.5 billion in the 
fiscal year 1953 to $14.6 billion in the fiscal year 1957, a 94-percent 
increase. 

Also, the aggregate market value of all stocks on all stock exchanges 
increased from $132 billion on June 30, 1953, to over $262 billion as 
of June 30, 1957, a 100-percent increase. 

I had hoped, as most of the members of the committee, that 
probably when you came back this time for your appropriations, 
with the considerable talk about the budget, sputnik and other related 
things that cost money, probably we would not have to go any higher 
than we did last year. But I notice that you are asking for about 
$400,000 additional. I know that this will go to personnel services 
and other expenses. It is rather difficult to argue that if you had only 
enough money last year with the constant increase in business you 
ought to be able to get along with what you had last year. 


ee 


ee 
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It appears that the committee has a problem here to resolve. I think 
that the increase that you have asked for is rather reasonable from the 
information that has been given to this committee in the past few 
hours. I hope business will continue good and I know that you will 
continue doing a good job just as you have this year. 

Perhaps we will have a better picture next year because I think 
probably the people are becoming more honest all the time and you 
will probably have fewer violators and consequently the need for less 
money when you come back to us next year, 

Mr. Gapssy. I would not make any such promise. 


TURNOVER OF PERSONNEL 


Mr. Jonas. How big a turnover do you have in your hearing exam- 
iners and key people, such as opinion writers, lawyers, and so forth ? 

Mr. Gavssy. The hearing examiner situation is a very critical one. 
Perhaps some of my assistants can tell you the exact situation. I 
know we have had a great deal of trouble because of the overload on 
the examiners, and we are constantly trying to use them in the most 
effective manner possible. 


Mr. Jonas. Do you mean that you are having difficulty keeping 
the examiners ! 

Mr. Gavssy. No. We have had no trouble there. Our hearing ex- 
aminers are men of substance and they have been with us for many 
years. We have had ro particular turnover there. 

Mr. Donary. The turnover on hearing examiners has been one in 
the last 24 months. These individuals that occupy the job of hearing 
examiner are people that remain with us for a number of years. 

Mr. Jonas. How about your attorneys and opinion writers and 
other specialists ¢ 

Mr. Donaty. Well, Mr. Helfenstein from the Opinion Writing 
Office can tell you the turnover has been low. 

Mr. Heirenstern. We have had no trouble in turnover. 

Mr. Jonas. How about your legal staff, the lawyers? 

Mr. Merxer. In our office we have had no problem in turnover. 
We have some men who come with us for 2 or 3 years and then move 
on, but by and large I would say at the present time 60 percent of our 
staff has been with the Commission for many years. I think that 
would be true in many of the other divisions. I think the turnover 
is among the younger men. 

Mr. Becker. During the past 2 years we have awarded 10-year 
service pins for service with the Securities and Exchange Commis- 
sion—not the Government as a whole—to approximately 275 em- 
ployees and 20-year service pins for service with the Securities and 
Exchange Commission to an additional 175, approximately. 

Mr. Jonas. Is it not reasonable to assume that these men can 
handle an increasingly large workload as they gain experience ? 

Mr. Becker. That is true. 

Mr. Garrett. I do not know about the older men. 

Mr. Jonas. There is a point at which you cannot add additional 
work to anybody. 

Mr. Garrett. That is right. They might go down rather than up. 
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CANADIAN BOILER ROOMS 


Mr. Sarcent. I might recite a rather disturbing incident that hap- 
pened on Monday night in Dallas. I was visiting a friend down 
there. This has to do with enforcement, and the standards we have 
with regard to selling securities. The telephone rang and my friend 
answered it and suggested that I get on the other extension. 

There was a man on the other end of the line who identified him- 
self as a Mr. Cumco in Toronto, and he was selling a stock called 
Manpré Uranium & Exploration Co., which is apparently, a Canadian 
stock. For 35 minutes I listened to this telephone conversation in 
the most flamboyant language touting the sale of the stock which, 
incidentally, is a stock which, for the last 2 years, has been on our 
Canadian restricted list. 

The man was really quite amusing at times in the way he answered 
the questions that a sophisticated investor was asking him as though 
he were an interested person. For example: “Now, can I get any 
information about this stock from Merrill Lynch?” 

The voice came back, “You know Merrill Lynch, they frown on 
penny stocks. You can understand that.” 

So it went. But the pressure in terms of salesmanship from the 
individual was really quite fantastic. 

Mr. Tuomas. Was it a long-distance call from Canada? 

Mr. Sarcent. It was a long-distance call from Toronto, and he 
talked for 35 minutes on that call. 

Mr. Tuomas. Your jurisdiction does not get to Toronto? 

Mr. Sarcent. It does not, but we have the means of handling such 
things. You get the greatest amount of publicity you can through 
the newspapers and through this sort of thing. 

Mr. Tuomas. Do you not have an understanding with the Canadian 
Government ? 

Mr. Sargent. We do, and I put a call in to Mr. Lennox this morning 
and he said that he was very interested. I hope that I will have some 
sort of an answer when I get back. 

The thing that impressed me was last night, when I was addressing 
125 members of the Dallas Security Dealers Association, lawyers and 
members of industry, I made mention of this conversation that I 
had heard on the telephone the night before, and after I finished my 
extemporaneous remarks I was besieged by persons who said that 
they too had gotten these calls, so apparently—and I have not men- 
tioned this to Judge Allred—they picked on Dallas, which is not too 
far from the heart of Texas. 

Mr. Harr. In connection with Mr. Sargent’s remarks, you might 
be interested in knowing that some years ago we indicted about 20 
individuals on a fraud operating out of Canada, and we conducted 
long and rather expensive efforts to bring them back from Canada 
and were unsuccessful. But in the last few weeks we got the 8 or 9 
— the States before a Federal court in Detroit and sentenced all 
of them. 

Mr. Tuomas. That is good. Why doesn’t someone from the De- 
partment of State see the proper authorities in Canada about a con- 
vention between Canada and the United States with respect to 
extraditing them? 
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Mr. Meexer. We had one case under a treaty. We were unsuc- 
cessful in that case, but we are looking forward to another case 
where we think we might be successful. 


Mr. Tuomas. Is the treaty broad enough to cover the violations of 
the act ? 


Mr. Merxer. It is broad enough, yes. The authorities in Canada 
turned us down in the first case. 


Mr. Tuomas. That is understandable. Maybe you will be suc- 
cessful the second time. 


It was mighty nice to see all of you gentlemen. 


JANUARY 22, 1958. 
SELECTIVE SERVICE SYSTEM 
WITNESSES 


LT. GEN. LEWIS B. HERSHEY, DIRECTOR OF SELECTIVE SERVICE 
COL. WILLIAM §. ILIFF, JR., ASSISTANT TO THE DIRECTOR 


COL. BERNARD T. FRANK III, CHIEF LEGISLATIVE AND LIAISON 
OFFICER 


SALARIES AND EXPENSES 


Program and financing 





| 
1957 actual | 1958 estimate 1959 estimate 


Program by activities: 


1. National administration. ........-........0.-2......~.. $1, 773, 817 $1, 692, 300 $1, 713, 000 
ea ee ee ee es 5, 940, 968 5, 806, 000 6, 000, 000 
3. Registration, classification, “and induction__-.-_--__--_- 20, 674, 714 19, 410, 000 20, 196, 000 
4. Special boards: ; 
(a) National Advisory Committee on the Selection 
of Doctors, Dentists, and Allied Specialists___-_ 137, 508 19, 700 | 19, 000 
(6) National Selective Service Appeal Board___---- 55, 606 72, 000 72, 000 
Total obligations_..................- sbeunbdaid 28, 582, 613 27, 000, 000 28, 000, 000 


Financing: 

Advances and ye ra from non-Federal sources 

(5 U. 8. C. 61 (b) and 40 U. S. C. 481 (c))_..------- B Pe eS ee 
Unobligated balance no nasi av EE SOMES Se <3 473, 381 |__- Shiaigitent 





|-.—— | —— ES 
Appropriation (new obligational authority) _........._- 29, 050, 000 27, 000, 000 | 28, 000, 000 








198 


Object classification 


1957 actual | 1958 estimate | 1959 estimate 


Total number of permanent positions 








Sdlineonsaibtesaine senbabcaainneds 5, 845 5, 603 5, 617 
Full-time equivalent of all other positions...__..............-- 742 850 900 
Average number of all employees _.- -_._......--..-.-._-_-.-- 6, 344 5, 885 5, 956 
Number of employees at end of year: 
I ce cele aiasialen 6, 856 6, 400 6, 400 
Military employees___..____.._. ti a ea a 308 280 280 
I te I NE NE oc rece ecciocnwmtsannediwae 4.9 $4, 268 | 5.0 $4, 387 us $4, 439 


Average salary of ungraded positions.- eee. od $8, 277 | _& 320° 


$3, 320 


Se oe __| $21,304,397 | $19,813,900 | $19, 985, 040 
snaiienieidiadia ssiianety 2, 232, 708 2, 040, 000 | 2, 093, 1 


01 Personal services: 
Permanent positions __ 
Positions other than perms anent.. 











Other personal services _ --....---- tadbatiewsientie nal 74, 377 | 132, 390 

Total personal services Ue Lea ae 2 VR en oe ‘ll, 482 21, 98h, 290 | 22, 213, 500 

02 Travel. OT Paes ge ee eee Ris 710, 416 562, 618 | 725, 500 
Selectee travel__._________ ; eo ee __| 1,958, 397 1, 741, 500 | 1, 740, 000 

03 Transportation of things ee ge ee a 86, 485 | 49, 600 | 79, 200 
04 Communication services sand tavgudk tei bubsck 560, 378 | 521, 700 | 568, 200 
Penalty mail_ ; | 458, = 452, 930 | 458, 600 

05 Rents and utility serv A ad at Lola tae 85, 278 | 87, 600 | 89, 000 
06 Printing and reproduction __ slated nae 179, 349 | 111, 390 | 145, 000 
07 Other contractual services S 278, 818 | 211, 485 | 274, 150 
08 Supplies and materials__-_ ey ith a 292, 942 | 167, 420 | 302, 450 
09 Equipment.___- ~ arescat 296, 372 | 4, 450 | 224, 400 
11 Grants, subsidies, “and contributions... ae oe oe a | 1, 049, 830 1, 126, 200 
15 Taxes and assessments. . Sel a i. ee eh 64, 110 | 53, 187 7 | 52, 800 
Total obligations comuuiiaasncalhe ae 3 a , 582, 613 | 27, 000, 000 | 28, 000, 000 








Mr. Tuomas. Gentlemen, will the committee please come to order. 

We have with us today the Selective Service System, and certainly 
it is a privilege and a pleasure to have our distinguished friends with 
us again. We have Lt. Gen. Lewis B. Hershey, Director of Selective 
Service; Col. William S. Iliff, Jr., Assistant to the Director; and Col. 
Bernard T. Frank, ITT, chief legislative and liaison officer. 

Is that all you brought with you today, General ? 

General Hersuey. Yes, sir. 

Mr. Tuomas. General, do you have a statement for us? 

General Hersuey. No, sir. 

Mr. Tuomas. Of course, it is always nice to have you over here. 
You do a fine job, you and your staff, and I must tell you we were 
talking about you sometime this morning and somebody suggested 
that it was generally said that there was not a better administrator in 
the Government service than General Hershey. 

General Hersney. You must have seen that one friend I have. 

Mr. Tromas. General, all of us are getting a lot of newspaper clip- 
pings—I know I am and I am sure the other members are, too, because 
these columnists usually have a large circulation for their columns— 
saying they do not know why we do not save the millions of dollars 
the System costs and do away with the draft. In your observation, 
tell us if you think the draft could be suspended as of today or any time 
soon. 

General Hersury. Well, Mr. Chairman, we are here asking for 
$1 million more than we got last year, and I decided I would talk a 
little bit and try to place the Selective Service System in our present 
circumstances and in our immediate future. 

Mr. Tuomas. Good. 





| 
i 
i 
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ROLE OF SELECTIVE SERVICE 


General Hersury. We are, I think everybody admits, in a period 
that is not at all stabilized. That is, we are going through a change. 
We are reexamining the measures of yesterday. "The facts of yester- 
day are not necessarily the facts of today. Another thing, we are be- 
coming very, very conscious of the fact that there are other people in 
the world who perhaps have as much gray matter as we have and 
who perhaps use it as well as we do, and we are a little disillusioned 
and I think frustrated because we want to be angry at somebody be- 
cause they didn’t tell us something before. 

The thing I would like to put above all others is that no matter 
how much the means of survival change, that you will not buy sur- 
vival. You will only earn it each day that you live. I am not trying 
to discount doing things scientifically, because I will point out iater 
what we have been doing along that line for decades. Some of the 
things the public now says ought to be done we were doing something 
about in the early fifties. 


I would like to identify and put Selective Service in this picture as 
Iseeit. . 

I believe I have failed probably with this committee, and I think I 
failed with the country, in havmg them conscious all the time of 
where they really were and what the « agency that I had something to 
do with had to do with the overall pattern. 

I do not want to bore you, but I would like to just sketch selective 
service as it came up. Selective service in the raw is merely a means 
of procuring people for the Armed Forces, and I can take you to 
places in the world today where it means surrounding the v illage and 
bringing in everybody who does not have something in the way of 
hard coin. It is just that simple. A company is put on recruiting 
duty and they surround the town and the people who have something 
pass by and those that don’t come in, sometimes with a chain around 
them. 

Now in World War [I it started not that rugged but it was merely 
a registration and taking the people by numbers. As the war got on 
they began to let people go for various reasons. But primarily in 
World War I it started with getting people for the Armed Forces, 
period. As the war went on we realized that there were certain people 
in certain jobs that were needed in those jobs, and if they were taken 
out there would be no one to take their visser If the person making 
the ammunition was taken out to carry a gun, you had no one to take 
his place in making the ammunition. So out of our experience in 
World War I we found there were some people doing things so im- 
portant that they should not stop doing them. 

When we got into World War II we said, “Here are some things 
that must be done and there are not enough people i in the world now 
to do it, and therefore we must teach people to do it.” Therefore, we 
started deferring people not only to do what must be done, but we de- 
ferred them to get ready to do it. So during the war we had defer- 
ments for education, deferments for apprenticeships, deferments for 
medical services, deferments for people not doing something that must 
be done but getting ready to do something that h ad to be done. 

When the Korean war came along we had not only the practices 
that had been developed in World War I and in World War II of 
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deferring people serving agriculture and other things in the national 
interest, but we were also Ceotunthe a part of the channeling of peo- 
ple in the direction that they had to go. We did not have compul- 
sions, and most of us revolt against having them if we can avoid 
them, and yet we go to all extremes of alleged volunteering, to make 
people think they volunteered when they are actually being chan- 
neled through a process. The merchant marine could never have ex- 
isted without deferment in World War II, because most of the people 
in the merchant marine were people who stayed there because we did 
not make them go in the Armed Forces. The same thing was true 
in the building of ships and the farm problem. One of the reasons 
we deferred agricultural workers was to keep them on the farm until 
they went into the Armed Forces and not let them go off into indus- 
try. So again we were using this as a means of channeling people to 
the places they had to go. 


SELECTIVE SERVICE AND SCIENTISTS 


In the Korean business we still went through many of the things 
we did in World War I and World War II, and then we began to 
get what was to us the beginning of this scientific age. At’ that time 
the great majority of the people were not too disturbed about scien- 
tists, but in 1948 we convened some 20 or 30 scientists of various sorts, 
including some in the liberal arts, to try to find out what todo. They 
brought out a report which in 1950 we came over and sold to Congress 
of not only using a system of testing, but using a system of daily 
grades and class standings in determining what individuals we would 
defer. And the only reason you are not short 40,000 or 50,000 engi- 
neers today is because they were deferred in 1951, 1952, and 1953 
during the Korean war. Not only do you save them by deferring 
cs but you encourage people to go to places where they will be de- 

erred. 

I happen to be a trustee of an engineering school. We have more 
students now that we can even find places for them to live, and we 
are not what some people thing is the best school in the world. I 
might argue that, but I won’t take the time to do it now. 

Just the same, that has been the means of channeling people into 
engineering, into physics, into things that have to do with this new age. 


SELECTIVE SERVICE AND DOCTORS 


We of course have been in the doctor field. We not only were in 
that field after they got to be doctors, but before they got to be doc- 
tors, by putting deferments on the medical schools. The medical 
schools were kept filled that way, and for a while you had 7 or 8 
applicants for every place. Then after they got to be doctors, un- 
fortunately Congress got us to chase them in. So when somebody 
said, “How many doctors did you induct” it did not mean how many 
doctors did you get in; it meant going through agony to get them 
deferred. I remember I had the problem of having to go out and 
deciding whether a small town should still have their doctor or 
whether they shouldn’t. 

But the pce I am trying to make is that Selective Service has gone 
far beyond the place of being something that puts 6,000 or 13,000 
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in the Armed Forces. You would not believe it, but we do not spend 
12 percent of our time making our calls. The rest of the time we 
are managing 20 millions of people. We are not trying to compel 
people to do things. We have gone on the philosophy that even 
people who violate our laws, if they will conform, we will go along 
with them. We have no interest in punishment except as we are 
forced into it occasionally when we cannot get out of it. 


SELECTIVE SERVICE AND TEACHERS 


Now, right now I have a belief that an administrator must use every 
means at his disposal to go in the direction that it seems at the time 
we must go. I am speaking particularly of teachers. You will be 
confronted with a great deal of legislation on the question of teachers. 
For the last 6 or 7 months we have taken every step we could to prevent 
your having to face it, because we are at the present time considering 
that the teaching profession has got to have about the standing that 
perhaps we are giving engineers, because if you do not start teaching 
them arithmetic, even in the grades, many of those who come to col- 
lege have to be turned away, because until they can add they cannot 
be taught trigonometry and those other subjects. 

So we are going a long ways administratively on teachers. The law 
does not tell us to do all those things, but by appeals and talkin 
to our boards we are in the teacher business and we believe we wil 
get on top of it so that if you pass a law we will be in line, and if you 
don’t 

Mr. Tuomas. You will have the teachers anyway. Go ahead. 





SELECTIVE SERVICE AND THE RESERVES 


General Hersuey. I want to go a little bit into the problem of the 
Congress, at the time of the Korean war, not being satisfied with the 
way the Reserves were called. That would not be of moment today 
if it were not for what you did about it. 

There is another thing I would like to mention. You have great 
demands of what is called the military and what is called the civilian. 
They are, of course, competitive, because the same man cannot be both 
places. On the one hand the military probably want one and a half 
or twice what they need because they do not know what the enemy 
will do. On the other hand, the civilians have interests, they have 
luxuries and other things they do not want to have to give up unless 
they have to, and nobody can blame them. Selective Service finds 
itself between the Labor Department, you might say, and the Depart- 
ment of Defense, and neither one will trust each other as much as 
they will trust us. Therefore, the Congress passed a law that the 
Ready Reserve should be in the hands of the Department of Defense, 
_ the Standby Reserve should be in the hands of the Selective 
Service. 

The things that must be encouraged, we must do by management 
until such times as the Congress finds the situation is desperate enough 
to have to have direction, and you gentlemen I am sure will be willing 
to defer a man until you pass a law saying he will be ordered in. 

I have the problem of trying to use not only the deferments we 
now have for the man who has never been in, but we have about 870,000 
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standby reservists that I am supposed to know where they are and 
whether they are available, and if they are not available whether they 
are not available because of their profession or family. And I am 
supposed to know it every day. Unfortunately, I am not pleasing my- 
self too well at that because at the time I had to restrict my activities 
they suddenly dumped 700,000 or 800,000 on me where for several 
years I had prayed for them to Jet them come to us because we were in 
better shape. 

The thing I am trying to point up now is the part we have, not to- 
morrow but today and even yesterday, in the channeling of manpower. 


SELECTIVE SERVICE IN FUTURE MANPOWER REQUIREMENTS 


Now, I am going for a second just a little further. We have also got 
to be prepared not only for the laws that you pass, but for the laws 
you might pass, and we have got to know where our manpower is, what 
its capacity is, and we have to think of ways and means we could use 
if you suddenly said the Civil Defense or somebody else had to have 
X people in Y places. That is a part of the responsibility we can- 
not dodge. We will have to do it, if there is ever an emergency, by 
your laws, and if there is not a law we will have to do it before you 
have a law, because it has to be done. 

There is another law passed when an emergency comes which is a 
terrible one, and that is the law of survival, which supersedes all other 
laws. Men in your community will listen to the local boards before 
they will listen to anybody else, because they have been in the habit 
of being told by the local board, and when the local board tells them 
to go, they go. Believe me, these men on the local boards are tough 
men. They have to decide nationally whether Elvis Presley should 
go in or should not and such things as that, and they do not always agree 
with each other. But just the same we cater to and rather encourage 
what you might even call cussedness on the part of our local board 
members, because they have to be people who make up their own minds 
and do not agree with everyone else all the time, otherwise they are 
not good for my purposes, because if they are people that cannot act 
until somebody tells them to, or if they are people that will wait even 
when somebody tells them to act, they are not the kind of people we 
have to have in our system. 

I do want to point out that the act of 1955 with respect to the 
Standby Reserve gives to the Selective Service System the task of 
classifying all the people who had been in and out too. We have to 
classify them and the idea is to know where they are and what they can 
do and be prepared to channel them to the place where you, the Con- 
gress, might say they should go. 

I would like to say one or two things in closing. 


SELECTIVE SERVICE AND NATIONAL SURVIVAL 


I would like to be able, by money if I had to, to hire somebody to 
insure me my survival. But I have lived so long that I have come to 
the conclusion that the person who has to do 90 percent of my survival 
will be me, whether it is in the age of all sorts of new equipment or 
whether it is in the age where we throw stones at each other. Any 
time I am not willing to do most of mine, somebody will forget to call 
me and that will be the end of it. 


| 
| 
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As my old professor of philosophy said, one of the first things we 
ask is, “What can I eat?” and the next thing is, “What can eat me?” 
If you build a philosophy of defense on the theory you will be smart 
enough and big enough to eat the enemy without his biting at you, 
that is fine, but I do not belong to the school. I figure we have to do 
what we can to endure, and endurance is a very disappointing sort of 
business. One does not get enthused about that, but I think we are 
going to have to endure, and I have the idea that if there should be a 
disaster, restoration and maintenance will take people and not ma- 
chines, because the power will be off in the first place and a lot of 
the automatic brains will not be working and we will have to start 
working our brains again. There will be a need for people. I do not 
care if you call them soldiers, sailors, or marines or just people; some- 
body has to know where they are and they have to be gotten together, 
organized, trained, and used. 

We happen to belong to a rather antiquated group who believe that 
in that pattern you start from where you are, that the township, city, 
county, and most of all the State, will remain probably when greater 
areas may be at least momentarily disrupted. We shall start rebuild- 
ing from the community, county, and State. If there is disruption in 
the United States it will be a collection of States that will somehow 
be clutched together. In the Navy many times they have task forces 
with ships of that kind and this kind. To do a certain job they put 
certain kinds of ships together. I we have States and if we have 
communities that can run their own business we can combine them to 
run the combined business. Everybody knows States but they do not 
know regions. The ordinary individual does not know what region 
you are talking about if you ask him what region he is in. He knows 
what State or township he is in. We believe if you throw away the 
national headquarters, if there is anybody left to want something in 
manpower, any State without reference to the National Government 
can give it to them because they have had the autonomy and they have 
delegated power. The delegation exists now. It is a delegated power. 


If we are going to survive, it must. We have to try to hold these 
States together. 


FINANCIAL STATUS OF SELECTIVE SERVICE SYSTEM 


Now I have a word to say about where we are. This year we are 
going to spend about 84 percent of the money on people. We are 
going to spend 6 percent on sending people up to be inducted, which 
is not very much. We have haved our national headquarters the 
past year 13 percent. That is not asmall amount. In my own head- 
quarters I got rid of 14 executives because I could get more money 
quicker that way. I do not believe it is wise, but that is neither here 
nor there. 

In the local boards we only lost about 12.6 percent. That is not the 
story. We lost 30 percent of our people on a full-time basis, but we 
have rehired them on a part-time basis in order to take up this overall 
12.6 percent. 

I must report to you today that unless I get the extra million—and 
T cannot correct everything with that—one-half of the local boards 
will have to remain on part time. Now one-half of our 4,000 boards 
are operated less than 5 days a week. That does 2 or 3 things: First, 
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when a man comes in to register and the board is not open, you are 
denying to a citizen of the United States not only a right, but you 
may be making him a criminal because he only had 5 days after he 
is 18, and if you catch him just right he cannot even register during 
the time he is supposed to. Not that we will prosecute anybody for 
that, but we do not like it. 

Next, we have taken the telephones out of many of our local boards 
as an economy measure. Perhaps it is a good thing, but most Gov- 
ernment agencies do not doit. There are other governmental agencies 
in most of these counties and some are not doing quite all the things 
we are doing. I wish them well. I am not critical. But my local 
board members say, How come? Doesn’t anybody think we are doing 


a 
. THomas. Why did youdothat? It was not a result of a short- 
age of money, was it ? 

General Hersuey. Yes; we lost $3 million last year. And also we 
lost $1,200,000 we had to pay on our retirements. 

a Tomas. That was not enough to do all that you are talking 
about. 

Generai HersHey. Eighty-four percent of our money goes for per- 
sonnel. We build nothing. We do not even rent anything. General 
Services rents for us. 

Mr. Yares. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. That is the biggest item you have. You got the local 
boards, State and national headquarters. 

You mean that $3 million caused that? 

General Hersney. $4,200,000. You do not see the $1,200,000 that 
by the act of telling the Civil Service Commission they no longer 
would pay our retirements and we would 

Mr. THomas. What was your retirement ? 

General Hersuey. About one million two. 

Mr. Tuomas. To get back to your local boards, the only leeway you 
have in your local boards, you have no leeway in your rents or salaries; 
the only leeway is in your travel. You had 130,000 inductees, which is 
the smallest you ever had, but the whole travel was about one million 
two or three last year. 

General Hersney. Yes, one million seven. 

Mr. Tomas. You cannot touch local board help because if you 
do. you put them on a 3- or 4-day basis. 

General Hersuey. That is the only thing we can do. I did not in- 
tend to mention it, but—— 

Mr. THomas. Wait a minute. What about your national head- 
quarters? 

Colonel In1rr. It was cut 13 percent. 

Mr. Tuomas. What about your State headquarters? 

Colonel In1rr. Approximately 13 percent. 

Mr. Tromas. Your State headquarters could come nearer standing 
the cut than most of your other activities. In addition to your State 
headquarters you have 56 headquarters and the law says 1 in every 
State. There are 48 States. You have 56 plus 5 regional offices. 
Why the revional offices and the other eight State headquarters? 

General Hersuey. Guam 
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Mr. Tuomas. Each dependent ? 

General Hersury. Yes; and New York. 

Mr. Tuomas. You have 2 in New York State and 2 in another State. 

General Hersuey. No. 

Mr. Tuomas. Only in New York? 

General Hersuey. That is right; and New York City is not a part 
of New York State sometimes. Of course, Mr. Chairman—— 

Mr. Tuomas. What about your five regional offices ? 

General Hersuey. That is charged against the national. It is part 
of the national. The regional offices never had more than 1 or 2 clerks 
in them and the the present time we have 2 or 3 with only 1 in them 
because 1 or 2 of the people I let go happened to come out of the 
regions. They were not let out because of being in the region. 

Mr. Tuomas. Your best estimates based upon your present indicated 
requirement from the senlabery people is they will need 140,000 selectees 
for next year; is that correct ? 

General Hersuey. Yes, sir. 

Mr. Tuomas. Of course, on this same expense account you could 
handle 300,000 just about as cheap except for travel as you could 
handle 100,000 or 150,000 ? 

General Hersuey. That is right, because every man that enlists—— 

Mr. Tuomas. Have you really been hurt this year? 

General Hersuey. Yes. If you should mobilize tomorrow I would 
be the fellow you would try this time where you tired the Armed 
Forces before on the handling of the Reserves. There is nothing 
you can do now because my Standby Reserve—I have thousands of 
cases and I have not found them all because they move around quite 
a lot and I have not got them classified. If I had to tell the Armed 
Forces tomorrow who is available for service—— 


RECORDS DISPOSAL 


Mr. Tuomas. What about your records in State headquarters? 

General Hersuey. We do not have any—— 

Mr. Tuomas. How much money do you spend on storage of records? 

General Hersuey. We got rid of that. 

Mr. THomas. Your language here reads, 

Appropriations for the Selective Service System may hereafter be used for 
the destruction of records accumulated under the Selective Service Training Act 
of 1940 as amended, by the Director of Selective Service after compliance with 
the procedures for the destruction of records prescribed pursuant to the Records 
Disposal Act of 1943, as amended, provided that no records may be transferred 
to any other agency without the approval of the Director of Selective Service. 

General Hersuey. The Department of Justice asked us to keep 
the aliens. 

Mr. Tuomas. Weare not complaining about that. 

General Hersuey. You people put that in so they did not jerk my 
records away from me. 

Mr. Tuomas. How much business are you doing with General 
Services Administration on taking care of your records? 

General Hersuey. The records we have are the records of this cita- 
tion because the only ones we have on the others are these few scat- 
tered ones. They are not a problem with money. Three years ago 
we destroyed trainloads of records. 
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Mr. Tuomas. You have a lot of square footage all over the country 
now with these records. We went into one of your offices in New 
York and I expect you had space four times as big as this room with 
a handful of records in it. 


General Hrrsuey. This was 3 years ago? 

Mr, Tuomas. That happened to be last October. 

Colonel In1rrr. You have a high alien percentage in New York. 
They would have a high percentage of those alien records. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. We will insert pages 1, 2, 3, and 4. 
(The pages referred to are as follows:) 


GENERAL STATEMENT 


There is presented herewith justification for the request of $28 million with 
which to operate the Selective Service System, the National Advisory Com- 
mittee on the Selection of Physicians, Dentists, and Allied Specialists and the 
National Selective Service Appeal Board during the fiscal year 1959. 

The Selective Service System is organized to carry out the primary functions 
of registration, classification, selection, and presentation for induction in the 
Armed Forces of the men necessary for maintenance of those forces at the deter- 
mined strength. It also determines the availability of men for a selective callup 
from the Standby Reserve. The collateral functions of administration, planning, 
training, and records management are also performed by this agency. 

The use by the Selective Service System of the services of over 42,000 un- 
compensated officials is unique in Government. These patriotic citizens give 
the strength to the Selective Service System. 

The part taken by these uncompensated citizens not only saves the Federal 
Treasury a large expense but the type of service is the kind that could not be 
secured nor receive popular public acceptance from compensated employees. 

The Selective Service System, which is decentralized, is organized on a 
pyramidal structure, the broad base of which is the local and appeal board struc- 
ture where the contact is maintained with the over 19,500,000 registrants by the 
uncompensated members of the System and the local and appeal board clerks who 
staff the 3,986 local boards and the 93 appeal boards. The next largest group is 
composed of the 56 State headquarters; the relatively small group which com- 
prises the national headquarters is the apex. 

The strength of the Selective Service System lies in the fact that classification 
is the responsibility of those uncompensated civilians living in the communities 
with the registrants. They have no pecuniary interest in their position but per- 
form their tasks as a patriotic service. 

The size of the calls or the number of inductions in any given period directly 
affects only one cost factor—namely, selectee travel. The inductions for fiscal 
year 1957 were approximately 180,000. It is estimated that there will be 130,000 
in fiscal year 1958 and the estimate for fiscal year 1959 is 140,000. The request for 
selectee travel funds is based upon this figure. 

Executive Orders No. 10166 and 10185 created the National Advisory Com- 
mittee on the Selection of Physicians, Dentists, and Allied Specialists. Pursuant 
to these orders, the Selective Service System is required to furnish funds for its 
operation and provision is included herein. 

Uxecutive Order No. 9988 created the National Selective Service Appeal Board. 
The Selective Service System is required to pay the members of the Board and 
“to furnish suitable office space and other necessary facilities and services.” This 
requires the System to increase its personnel in National Headquarters to the 
extent necessary to meet this requirement. This budget includes a request for 
funds to accomplish this purpose. 
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Summary of objective classification 




















1957 actual | 1958 estimate | 1959 estimate 
Ce, Be Ci TINIE. ose socal taba 5> ose bi aeintinneske $23, 611,482 | $21, 986, 290 $22, 213, 500 
02 Travel: 
Administrative travel______- shi nia aa ete 710, 416 | 562, 618 725, 500 
Gaeetes SFAVOs 6 ons ons - seas asker guge- teh an 1, 958, 397 | 1, 741, 500 1, 740, 000 
Ge RIE OE SII on ins cncasinenc¥acqnuemaeesannsat 86, 485 | 49, 600 79, 200 
04 Communication services: 
i, gee ee ee ene Ginkie 458, 586 452, 930 458, 600 
Other__- eile cine knack cule ancnaihwcaciiint- temee sepia 560, 378 521, 700 568, 200 
a Oe ee I I ao pig esi teins od ak smcaissoreie ence ae 85, 278 | 87, 600 89, 000 
GS ‘ Printing end regreeguction.......2.. -...-4...2.=-5...---., 179, 349 111, 390 145, 000 
07 Other contractual services - --_-- aa Pees eee. 278, 818 211, 485 275, 150 
OB ROR OIG SRIF UNI. a 5s - obvi eh nn tkindes ade 0es- 292, 942 167, 420 302, 450 
0 Equipment. -...._....-...... ee aaa Sauoaeaaten’ 296, 372 4, 450 224, 400 
11 Grants, subsidies, and contributions.___...............-.-}------ 1, 049, 830 1, 126, 200 
15 Taxes and assessments........................ SO aS 64, 110 53, 187 2, 800 
Total. ......-.-20-c--0-----cceeenaeeea-ancaee-saes=s--| 28,582,613 | 27,000,000 | 28, 000, 000 


. Mr. Tuomas. How bad did the armed services miss their guesses 
for 1957 and 1958? 


Colonel InrrF. The 1958 was based upon 175,000. The 1957 esti- 


mate was based upon 175,000. We actually inducted 180,000. They 
missed it 5,000 on that. 


NATIONAL ADMINISTRATION, PLANNING, TRAINING, AND REecorps 
MANAGEMENT 


Mr. Tomas. Put pages 19 and 20 in the record. 
(The pages referred to are as follows: 


Prosect 10.—Summary by objective classification 


1957 actual | 1958 estimate | 1959 estimate 








| } 
01 Personal services............... . Sabina PRE | $1, 547, 553 | $1, 457, 480 $1, 458, 000 
02 Travel. a ine ' 76, 056 | 77, 000 | 80, 000 
OS:  Pramepoutetinn: of Gimass< +. 2566. 50 | 6, 889 | 2, 000 | 5, 000 
04 Communication services: | | 
Penalty mail__.. * @ : 23, 000 23, 000 | 23, 000 
Other_. J ba . ap Sas i . 34, 472 32, 500 35, 000 
05 Rents and utility services__- wbacc ieeisabs } 7, 512 7,000 | 8, 000 
06 Printing and reproduction. . a a ‘ nS 15, 318 | 5, 200 | 7, 800 
07 Other contractual services... ___- ae 15, 545 | 14, 600 | 15, 000 
08 Supplies and materials...._.._...__._- 31, 679 | 22, 650 | 32, 000 
09 Equipment. tr : a ee ee 15, 593 | 4, 000 | 2, 000 
11 Grants, subsidies, and contributions_. 7 a ae 46, 700 47, 000 
15 Taxes and assessments_. : oe vis | 200 | 170 200 
URES GH iaisetntkmswcmngnectanbiitindksessee tlie | 1, 773, 817 | 1, 692, 300 | 1, 713, 000 





The national headquarters is charged with the overall administration of the 
act, with the preparation of plans for future emergencies, with the designing 
and putting into effect a training program, and with the management of rec- 
ords required to be kept. To perform these functions the national headquarters 
has been organized into offices and divisions, each subdivision being charged 
with certain responsibilities. 

The reduction in the appropriation for 1958 under the 1957 requirement has 
resulted in a 20 percent reduction in officer personnel and a 5 percent reduc- 
tion in civilian personnel, or over 10 percent overall. The program of personnel 
audit has been curtailed and other services curtailed or suspended. 


21543—58—pt. 1——_14 
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01 Personal services 


a as eens $1, 547, 553 
I el hcp imeohc eset immmnsell cin 1, 457, 480 
ai ec citi cai ap cl itch a Ae ee 1, 458, 000 


A further reduction in force will be required in 1959 to take care of statutory 
within-grade raises. 


REGIONAL FIELD OFFICES 


Mr. Tuomas. You have five regional offices ? 

General Hersuey. Six. 

Mr. Tuomas. Where are they and what do they do? 

General Hersuey. One is in Lebanon, N. H., originally in Boston, 
but we moved it out to its emergency site. The second one is in 
Hagerstown, Md. The third one is in Atlanta, the fourth one is in 
Dallas, the fifth one is in Chicago and the sixth in San Francisco. 

Mr. THomas. What do they do in those offices ? 

General Hersury. They are the part that does the visitations to 
State headquarters and in addition to that operate about 1,400 Re- 
serve officers. 

Mr. Tuomas. I thought State headquarters did that. 

General Hrersuey. No; when they are sent in for training the State 
headquarters trains them, but education, training, handling and man- 
agement of the 1,400 Reserve officers, less the ones on active duty, is 
a responsibility of the regional offices. 

Mr. Tuomas. You use the word training. You mean training in 
the Selective Service System ? 

General Hersuey. Yes, those people meet each week. 

Mr. Tuomas. Do you pay them anything? 

General Hersury. We do not pay them anything but the Armed 
Forces do. 

Mr. Tuomas. They are trained in Selective Service? 

General Hersuey. And by Selective Service. 


State ADMINISTRATION, PLANNING, TRAINING, AND Recorps SErvics 


Mr. Tuomas. Put pages 26, 27, and 28 in the record. 
(The pages referred to follow :) 


Prosect 20.—Summary by objective classification 


1957 actual | —-1958 1959 














estimated estimated 
a a a a en ee nage amasinincemail nits i niente wien h Deiat 
01 Personal services____........-- ; nit ledeipcpia bleed $5,355,312 | $5, 231, 300 $5, 258, 000 
ae a la iat cle nmiiane cule sa ianech naa 126, 332 | 100, 000 138, 000 
03 Transportation of things-__-__- r lial id erhneData 18, 207 | 8, 300 15, 000 
04 Communication services: | 
Penalty mail__...__- ssetk ; ee ad 63, 750 | 64, 000 70, 000 
Other_- ee , | 93, 566 93, 000 102, 000 
05 Rents and utility services__ J sual 23, 159 25, 000 25, 000 
06 Printing and reproduction_ - -- | 6, 868 | 6, 000 7, 000 
07 Other contractual services. - - - . 61, 768 45, 000 60, 000 
08 Supplies and materials_- | 68, 367 | 45, 000 70, 000 
09 Equipment ee : | 122, 105 |_..--- 62, 000 
11 Grants, subsidies, and contributions- : diced | 186, 200 191, 000 
15 Taxes and assessments-------- ile hdipinliphcalaiaipik italia 1, 534 | 2, 200 2, 000 
| 
TD Uo endce nneseennecsesse tiene 5, 940, 968 | 5, 806, 000 6, 000, 000 





The Wniversal Military Training and Service Act of 1951, as amended, in section 
10 (a) (2), requires the establishment of at least one State headquarters in each 
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State, Territory, and possession of the United States. There have been estab- 
lished 56 such headquarters. The function of State headquarters is to administer 
the act within the respective States in compliance with the law, regulations, and 
directives of national headquarters. In general, the primary administration and 
responsibilities of each State headquarters are as follows: 

1. To establish and maintain local boards and appeal boards including arrang- 
ing for office space, office equipment, securing competent personnel, and the selec- 
tion for recommendation by the governor of potential local board and appeal 
board members for either original appointment or as replacements for members 
lost. 

2. To inform and instruct new local and appeal board members and clerks in 
the existing regulations, policies, and administrative procedures; then to con- 
tinually inform and instruct local and appeal board members and clerks concern- 
ing local manpower situations and changes in regulations, policies and adminis- 
trative procedures. 

3. To allocate calls to the local boards within the State on the basis of avail- 
ability and quotas established from records of manpower available for service 
and those already in the service. To do this records must be maintained of men 
available for service, men already delivered for service, men deferred in all classes 
and credits to the various communities for men in the armed services. Records 
must also be maintained to insure the deferment of men needed in agriculture, 
industry, and the national health, safety, and interest. Such problems vary in 
the several States. To know the needs of agriculture, industry, etc., it is neces- 
sary that close liaison be maintained between the State headquarters and these 
various fields of employment. 

4. To allocate funds received and operate within the fiscal limitations so estab- 
lished. To pay all liabilities incurred by both State headquarters and the local 
boards within the State. To process all personnel appointment papers. To ar- 
range for the most economical method of transportation for registrants and 
arrange for delivery of men to the examining and induction stations in numbers 
not exceeding the daily capacity of the station. This may only be accomplished 
by the proper coordinating of schedules with the Armed Forces and the assigning 
of delivery dates to the various local boards. 

5. To act as custodian and servicing agent of records. There are 54 Federal 
record depots in which are housed the remaining records of all registrants of 
World War II operations. The work of the depot consists of (1) answering 
requests for information; (2) the servicing of records; and (3) the destruction 
of records when authorized. 

6. To receive from the several services the notification of transfers of person- 
nel to the Standby Reserve; to locate the local board of jurisdiction within the 
State: to assign the reservist to the appropriate local board and to maintain 
a record of the availability for selective callup of reservists as established by the 
local board pursuant to Public Law 305, 84th Congress. 

7. To plan for manpower procurement in general conformity with the national 
program as adapted to the unique problems within his State. 

8. To maintain and keep current a plan for the operation of the State head- 
quarters and local and appeal boards in event of a catastrophe, including coop- 
erative planning with adjoining States. Also to maintain a plan for an all-out 
emergency expansion. The number and location of the additional local boards, 
which would be required under such an emergency, have been established, lists of 
potential local board members are maintained, records of present registrants are 
so numbered that should expansion become necessary the records to be trans- 
ferred to any particular local board are readily identifiable. 


Mr. Tromas. What is the number of employees in the State head- 
quarters ? 

Colonel It1rrr. Present number of employees in State headquarters 
is 1,019. 

Mr. Tuomas. You have 56 offices including 2 in New York State 
and the remainder in Hawaii 

General Hersury. Hawaii, Guam. and Alaska in the Pacific and 


Virgin Islands, Puerto Rico, and Canal Zone in the Atlantic and 
Caribbean. 


Mr. Tuomas. $6 million this year against $5,806,000 last year. 











210 


General Hersney. I would like to mention this. These stated pay 
raises they are entitled to, I get those each year and if I do not make 
some sort of raise on the same approach by my order for the local 
board people I am not being fair with them, 


REGISTRATION, CLASSIFICATION AND INDUCTION 


Mr. Tuomas. You have to do it. Put pages 35, 36, 37, and 38 in 
the record at this point. 


(The pages referred to are as follows :) 


Prosect 30.—Summary by objective classification 





| 1 
1957 actual 1958 
estimated 


1959 
estimated 


$16, 533, 312 


01 Personal services__.- 
02 Travel: 


$15, 221, 200 $15, 422, 000 


| 

7 

| 
-<=--] 
| 


| 

Adininistrative travel__- jas _........} 800,350! 378,130 | 500, 000 
Selectee travel_- ; Pree dass aces ehwk 1, 958, 397 | 1, 741, 500 | 1, 740, 000 
03 Transportation of things-_-- cn Spanselaeene af 60, 859 | 39, 160 | 59, 000 

04 Communication services: | | 
Penalty mail__...__.___- pase a 369, 736 | 365, 330 | 365, 000 
ee PL ee Z pe Raed ie 427, 280 | 394, 800 | 430, 000 
05 Rents and utility services... ; ERC Il SI 54, 607 | 55, 600 | 56, 000 
06 Printing and reproduction _- a ouieeiean ee 156, 780 100, 000 130, 000 
07 Other contractual services___............_.__- ere 200, 899 | 151, 700 | 200, 000 
08 Supplies and materials_._............-..._-. i 192, 251 99, 270 | 200, 000 
Oe on. inne eA cal 158, 464 | > | 160, 000 
11 Grants, subsidies, and contributions-_--.--_- : eed enrd 812, 780 | 884, 000 
15 Taxes and assessments__................-... esis oe 4 61, 779 | 50, 530 50, 000 
cca <yorehe 20, 674, 714 | 19, 410, 000 | 20, 196, 000 


| 





The Selective Service System, operating under the provisions of the Universal 
Military Training and Service Act, as amended, exists for the primary purpose 
of making possible the most effective utilization of the manpower resources of 
the United States. The accomplishment of this mission requires varied and sun- 
dry functions, the most important of which are registration, classification, selec- 
tion and delivery for induction of the male citizens of the United States who by 
age are subject to the requirements contained in the act. Public Law 305, 84th 
Congress, requires in addition that selective service determine the availability 
of members of the Standby Reserve for a selective callup when needed. This 
group is constantly growing and now contains nearly 1 million members. 

The above functions are carried on in the local boards which are composed 
of little groups of neighbors on whom is placed the responsibility to determine 
who is to serve the Nation in the Armed Forces and who is to serve in industry, 
agriculture, and other deferred classifications. These members of the local 
board serve in an uncompensated capacity and are assisted by other uncom- 
pensated citizens known as advisers to registrants, Government appeal agents, 
and medical advisers, totalling in all 41,000. The function of classification in 
certain cases is carried over to the State appeal boards whose members are also 
uncompensated citizens of the communities they represent and at present num- 
ber nearly 600. To assist these 42,000 uncompensated citizens in the performance 
of their duties, it is necessary to provide clerical help, space, supplies, etc., which 
are the supporting facts for this portion of the budget estimate. 

In studying the fund requirements for project 30, it is most necessary that full 
realization must be secured of the unique use by the Selective Service System 
of the services of some 43,000 uncompensated citizens who under the law make 
the classification and selection of those who are to serve in the Armed Forces and 
select those whose military obligation is to be postponed in support of the na- 
tional health, safety, or interest. There are 4,079 local and appeal boards at 
which these people serve giving the necessary part of their time to serve the Na- 
tion with realization of such service being their only reward. To retain that 
service, it is a fundamental precept that adequate clerical assistance must be 
furnished. 

The reduction in 1958, over a period of 6 months, resulted in the loss of 
1,214 full-time local and appeal board clerks, reducing the number to 3,037 to 
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serve 4,079 boards, or a reduction of 25 percent. The man-months worked has de- 
creased 13 percent. Over one-half of the boards are now on a part-time basis. 
When a board office is closed during normal business hours, persons who attempt 
to register as required by law or registrants and others who are seeking informa- 
tion either call or call on the clerks at home, or they call or call on the members 
at their place of business or home. Thus many uncompensated board members 
are inconvenienced by the office being closed or the clerk is compelled to spend 
time, for which they are not compensated, on official business. 

When this situation exists, it becomes increasingly difficult to hold board 
members or to secure replacements for them. Many become convinced that if 
the job they are doing for their Government without compensation is not con- 
sidered of sufficient importance for the Government to furnish competent 


trained clerical assistance, adequate communication and other facilities, per- 
haps they should not be a part of the program. 


Natrona, Apvisory CoMMITTEE ON THE SELECTION OF PHYSICIANS, 
Dentists, AND ALLIED SPECIALISTS 


Mr. Tuomas. Let us look at page 45. This is National Advisory 
Committee on the Selection of Doctors and Physicians, $19,000. 
(The page referred to is as follows:) 


Prosect 40-A.—Summary by objective classification 

















j i 
1957 actual | 1958estimate | 1959 estimate 
| | 
01 Personal services_. bbe de aba . velbccithbe aaa | $122, 052 | $13, 850 $13, 000 
02 Travel " ‘ asueibiqaasebuiedpelmabnbhig’ 6, 564 4, 000 4, 000 
03 Transports ition of things ra ae kin. <oateneniitarietieighion | 77 50 100 
04 Communicat‘on services: 
NN NS bn iis. Sdn oghia beta maddia tees dake 2, 000 | 500 500 
Other & aoebnean catalina 4, 420 600 400 
eR a ee on eee ee ee i TE ; chee eae > 
06 Printing and reproduction Seta 350 | 100 100 
Cee GIN CUNO, . 5 nencine des cndondsiinvaceumes 546 50 50 
BO GG EE ae a | 559 50 | 50 
09 Equipment abe Sealed BOO 1s ds d0 b~cctobebdcdusinde 
11 Grants, subsidies, and other contributions__._._.--.___- Sdtaadt 500 500 
TD. Tene Ba Gi ads os etc sickkdncctatediamnees ‘ 330 |-- ‘ 300 
: = Basal atieicioalemant 
TOR CRE sks cri cnc Bain sctuawsaadasteie eee 137, 508 19, 700 19, 000 








NATIONAL SELECTIVE Service ApPEAL BoarpD 


Mr. Tuomas. Insert page 47 at this point, which relates to the Ap- 
peal Board. 


(The page referred to is as follows:) 


Prosect 40-B.—Summary by objective classification 











1957 actual 1958 1959 

estimate estimate 
Oe isin 5 oct maid ntaint Kid dts ogden $53, 253 $62, 460 $62, 500 
OE: Fa oa tn ee Sat are ctealt adc ateebeonel 1,114 3, 488 | 3, 500 
03 ‘Transportation PRUNE fk As ri ee 53 90 | 100 

04 Communication services: 

NE SN att aided cwaganeniamianadecnaieinnmiionl 100 100 | 100 
DO ctiinnns nb pei dbeothb biihcodhieds dackieh ecnees 640 800 | 800 

05 Rents and utility services. duinee kde <ncimansteihihs tnanmetele . ial enewnpredon 
06 Printing and reproduction -- debt tite a btkagcdee 33 90 | 100 
07 Other contractual services... adiatalichen mae 60 135 100 
Ge SD GI, TI bcc sadn nese ckeaccke code 86 | 450 | 400 
Baa rear ree ae aici dial 450 | 400 
11 Grants, subsidies, and contributions __ Dunkncuinn idaladadbboe 3, 650 3, 700 
I ee ee 267 | 287 | 300 
ee CR a iin sce ctnillc ncn dgun cetera guhahdenweeies 55, 606 | 72, 000 72, 000 
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Mr. Tuomas. Where is the Appeal Board located ? 
General Hersuey. District of Columbia. 

Mr. Tuomas. What is its jurisdiction ? 

General Hersuey. Nationwide. They are agencywide. 


FUNCTION OF THE BOARD 


Mr. Tuomas. Put page 48 in the record. 
(The page referred to is as follows :) 


Progect 40-B 


The President, by Executive Order No. 9988, dated August 20, 1948, as 
amended, created and established the National Selective Service Appeal Board. 
This Board is composed of three members and has been delegated the power 
authorized the President to determine all claims or questions with respect to 
inclusion for, or exemption or deferment from training and service under the 
Universal Military Training and Service Act, as amended, and its determina- 
tion is final. 

An appeal to the President (National Selective Service Appeal Board) may 
be taken by the Director of Selective Service; by a State director of selective 
service; or in case of a decision by a State appeal board wherein one or more 
members dissented, appeal may be made to the President by the registrant, 
his employer, or his dependents. The National Board may take jurisdiction 
of any case upon its own motion. 

To accomplish the processing of appeals, it is estimated there will be needed 
in addition to the three Board members a total of 6 employees. Board mem- 
bers are employed on a w. a. e. basis and paid at the salary rate of GS-15. 
It is estimated they will be employed 75 percent of the time. 

The request for fiscal year 1959 is for the same amount as that appropriated 
in fiscal year 1958. 


Mr. THomas (reading) : 


The President, by Executive Order No. 9988, dated August 20, 1948, as amended, 
created and established the National Selective Service Appeal Board. 

How many Board members are there ? 

General Hersury. Three Board members and six employees. 

Mr. Tuomas. Their jurisdiction is what? 

General Hersey. Agencywide. They represent the President on 
appeals. 

Mr. Tuomas. They can take jurisdiction on any selective-service 
matter they want to? 

General Hersury. That they choose to. That is a broad statement. 
On any classification. They could not have anything to do with the 
administration of selective service. 

Mr. Tuomas. We mean selective-service matters. 

General Hersney. The Congress gave the President the power either 
on appeal or on his own motion to classify any registrant. They have 
that power. 

Mr. Tuomas. Jurisdiction deals solely with classification. 

General Hersney. Yes. 

Mr. Tomas. By classification you mean induction ? 

General Hersuey. Registrants. They have nothing to do with em- 
ployees. 

PROPOSAL TO ABOLISH SELECTIVE-SERVICE SYSTEM 


Mr. Yates. You were answering my question off the record as to 
whether you thought the draft should be continued. You had reached 
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the point where you were talking about England and the fact that they 
promised to remove the draft by 1960 and they had an army of some 
700,000 people. 

General Hersuey. Total armed services. 

Mr. Yates. Approximately 40 percent of that was enlistees? 

General Hersury. 345,000 because it was one of the odd things. 
They set their new height of armed force at exactly what they had 
in the Armed Forces on a volunteer basis at the time they set it. 

Mr. Yates. You had concluded from the fact that the English en- 
listments were falling off as a result of having made that announce- 
ment and you thought the same thing would happen to us. 

General Hersney. Plus the fact that I have lived through this 3 
or 4 times and have seen it happen. 

Mr. Yates. The suggestion has been made that perhaps we should 
do away with the draft and have a professional army. Do you think 
we could organize a professional army without having selective 
service ? 

General Hersuery. Certainly, if you make it small enough. 

Mr. Yates. And make the terms attractive enough? 

General Hersuey. I am afraid you will have to have it small enough 
or else assume that times are going to be not what we want them because 
just as sure as you get prosperous times and you raise the pay of the 
Armed Forces, then the boys who are bidding against them find they 
have to have more money to make the same material, so the Govern- 
ment gives them more money so they can raise back again, and you are 
just about where you were. We have gone through that before. 


CORDINER REPORT 


Mr. Tuomas. Do you think the Cordiner report does not. rmg 
the bell ? 

General Hersuey. I have studied that report fairly carefully and 
nobody I suppose involved gets too rugged in opposing a raise in pay. 
T think there is no question that probably some pays are low. But we 
shall never buy, we shall never get the pay high enough to go out and 
buy, not only capacity, which I think the report spends too much time 
on, but what you are looking for is devotion and dedication. 

Mr. Tuomas. The report is not based solely on pay as such. It is 
based upon pay to get and retain high-grade personnel. 

General Hersney. They are going to pay by skills, they are going 
to pay for capacity, but nobody said anything about whether it is 
going to be trusted or devoted or dedicated. I do not care how much 
knowledge you have or how much capacity you have, if you cannot 
trust the individual you are worse off than if you have a stupid person 
you can trust, especially in an armed force. 

Mr. THomas. You say you do not think it will work? 

General Hersuery. I do not think it will provide the number of 
people they expect. 

Mr. Tomas. That is the purpose. 

General Hersuey. I have lived too long to tell you what I do not 
believe. I got the report and I spent the time on shipboard going 
to Europe and I read the report pretty carefully. In the first place 
I felt the newspapers had led me a little astray in feeling we were 
to have an entirely new system. The next thing, if you will pardon 
me the right to be a bit curious about what happens as this goes 
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through this machine up here, when it cores out it looks a little 
more like everything we have than something distinctive. And prop- 
erly so. But just the same, this bill when passed will probably end 
up as a pay raise. 

Mr. Yares. And that is all? 

General Hersuey. What is this great new theory we are trying 
to sell in the Cordiner report? It is to pay what? Pay people that 
have professional skill. What kind? Fighting skill? Nobody is 
talking about that. We are talking about trying to set up something 
that industry and civil service have tried to get so that we can de- 
scribe job descriptions which have everything in them except whether 
you can trust his figures after he makes them. 

Mr. Yates. What about the ordinary infantryman? 

General Hersury. The people think this new world will not have 
him. On the other hand, with a disaster the first thing you want is 
ordinary people who can get around without much machinery be- 
cause we will not have it. Without law and order you cannot start 
to do anything. 

Mr. Tuomas. What about all these bombproof shelters? 


CIVIL DEFENSE 


General Hersney. It will take a lot of time to doit. I spent 4 years 
beating my brains out in Montgomery County as an ordinary citizen 
trying to get people interested in saving their own skins. I am 
chairman of the advisory board of the Montgomery County Council, 
an Official job. We have 290,000 people there and if we can get 50 
oo interested we are doing well. 

r. THomas. You are talking about civil defense now ? 

General Hersury. Yes. Living, surviving, I do not want to be 
pessimistic 

Mr. Tuomas. What is the answer to the civil defense problem? Is 
it building bunkers and shelters? 

General Hersuey. I have never been able to see evacuation work- 
ing. When you drive around here on Sunday night, cannot get out of 
town when it rains, I do not see how you can evacuate them. You 
dump 2 or 3 cars upside down under the bridge at Silver Spring, that 
is one road out. 

I had the solution. We have to have individual responsibility in 
this country so each person thinks for himself how it can be done 
and does not wait for Washington, Springfield, or anybody else to 
tell him. 

Mr. Tomas. Can Washington save Houston, or any other com- 
munity ? 

Renteat Hersuey. When disaster comes it will be because whatever 
we could have done we did not do and they will be on their own and 
the sooner they know it the better. That is why I do not want to 
lose the State headquarters, Mr. Chairman. The State headquarters 
is the key because there is where you have your supervision; that is 
where you do your recruiting and administering by and large. 

Mr. Yates. What if that gets knocked out? 

General Hersury. We have alternate sites for each and we have 
cadres of these Reserve units prepared to furnish a whole State head- 
quarters if they need it. We practice with them doing it. We do 
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not practice realities. We do the best we can. Last summer we had 
these fellows trying to put them through what we thought they were 
going to be up against and we have several cadre units in small towns 
that we do not think will be hit except by accident. 

Mr. Yates. What are those towns? 

General Hersuery. In Lebanon, N. H., we moved the office out there 
on exercise and left it there because we figured it can operate from 
Lebanon as well as from Boston and is a lot safer. 


REJECTION RATE OF SELECTEES 


Mr. Yates. Page 41. You have your same number of rejections. 
Is it constant ? 

General Hersney. No, it is not constant. I do not want to get into 
it but we are going through the rate now that is above 56 percent. 

Mr. Yates. For medical reasons? 

General Hersuey. Fifty percent at preinduction, 14 percent at in- 
duction and one-half of 14 because 14 percent on the remainder is about 
7 percent. That is around 57 percent. 

Mr. Yates. What are the reasons? Are these mental and physical ? 

General Hersury. This gets into something that I do not know 
whether you want to know. You have in this system where you use 
compulsion to drive the boys into 4 different lots, Army, Navy, Air 
Force, Marine Corps, you have 3 of them getting along theoretically 
without compulsion. They have the interior problem of trying to 
make people take their share of fours. He is the fellow at about 31. 
You and the Congress say everybody above 10 has to be taken. If 
I am recruiting for Navy, Air Force, or Marine Corps, should I not 
get my 15 percent or whatever I have above 25, if I can find them, 
and kick back to selective service the people that I do not want to 
take, so I get my 15 percent of fours above 25, which is almost threes. 

Then I have on my hands to take up when they are 22 years and 
some months to the Army all of the men nobody else wants. So the 
Army came in here and got legislation from the House, it did not get 
through the Senate, it is over there yet, to let the President set the 
standard short of war so that the Army could have some of their 
share. 

I get caught both ways because the fellow who gets rejected after 
he tries to enlist, I cannot sell him as an inductee as quick as the 
fellow that has not been rejected. They ask if he has been rejected 
and he says “yes.” Yet I paid his way up to get his examination. 

Mr. Yates. What are the defects? 

General Hersuey. Mental and physical, about 47 percent mental. 

Mr. Yates. No for reason of security ? 

General Hersney. No. 

Mr. Tuomas. What percent mental ? 

General Hersuey. Forty to fifty, less than fifty percent mental. 

Mr. Yates. What did you say the mental was? 

General Hersuey. Above 40 percent. 

Mr. Tuomas. What constitutes mental ? 

General Hersury. They do not answer the questions right and 
probably are not up, I do not know the grade level, but we have had 
high school graduates turned down. 
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Mr. Yates. Are the entrance tests too hard ? 

General Hersury. Not if you assume you have to have a Ph.D. to 
run a machine. If you carry on the war with machines—— 

Mr. Yates. If your argument is correct the Cordiner report is not 
necessary because if they are qualified for the Army now they have 
the skills. 

General Hersuey. I do not know whether just because a fellow is 
smart necessarily means you can teach him the skills and, if you can, 
that you can depend upon him to exercise them when he is scared to 
death. If he is so highly sensitive and well educated and knows these 
things, he knows he can get killed easily. Sometimes it is hard to 
keep him from getting nervous and he gets nervous and his hands 
shake, it does not make any difference what he knows when he sets 
the gage. You see what happened to Bob Hope. If he had pulled the 
handle he would have been out. 


PROPOSAL TO ABOLISH SELECTION SERVICE SYSTEM 


Mr. Vursetu. As I understand it, you feel that this selective service 
and the draft, which is the decentralization with which you get man- 
power, that it is imperative that that be continued, especially during 
these rather chaotic times, and when we do not know what might hap- 
pen? That might cause us to need some fighting men in a hurry. 

General Hersury. Yes, sir; without any reservation whatsoever 
and without any desire to perpetuate anything that I have happened 
to be dealing with. 

I have seen 17 countries this year; Europe, Asia and Africa, and 
the only ones that are not doing it are places like Iceland and South 
Ireland. England is threatening it. 

I do not believe that we can guide too much on what England may 
be doing because England is admitting things to herself that she is 
not admitting to other people. I was told by people who know some- 
thing about it that England feels she cannot get into this expensive 
development period. She is going to have to do it by taking a calcu- 
lated risk and then use her money to buy, because she is playing now 
in a class B league. She is not in a major league any more. It is 
pretty tough but that is what she has got to pay. 

Mr. Tuomas. Who is in the major league? Certainly there are 
some exceptions. 

General Hersuey. There is no question in my mind about this and 
there is no question in my mind about the fact that the individual has 
to come to the conclusion that he has to go to work to get anything. 

Mr. THomas. You cannot beat the Germans but they are still not in 
the major league and they do not have five divisions yet. 

General Hersury. No, but let us take Denmark, Norway. Sweden 
and the Low Countries. All of those people are not in the major 
leagues either, but yet they are putting every man they have into the 
armed forces and the only reason they have not gotten as many as they 
like is because the legislatures are cutting them down on the type of 
thing they can keep. They cannot keep up the strength with 16 or 18 
months’ service, because they have to have 24 months in order to keep 
their commitments. 
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France has another problem because she is fighting a war and it is 
a mean one, too. They are not only taking their youngsters but they 
are calling back their reserves. 

Mr. Yates. They spent 700 billion francs a year, have they not? 

General Hersuey. I do not know whether this is a major money 
item or not. 

Mr. Vursett. Do you believe, as some of us might believe, that if 
we were to stop the draft, disintegrate the organization, even though 
it is a skeleton organization now, that if we should get into a war 
quickly and would be badly hit on the national level, that we would 
have destroyed the State, county, and township base to the point 
where it would prove to have been a tragic mistake not to continue the 
selective service as we have it, at least at the present time ? 

General Hersey. My answer is yes, and I will go one step further, 
if you say, for the next 2 or 3 years for one reason or another we do 
not need a single person inducted. 

As I said, about 15 percent of our business is in induction. Our 
management of manpower—some people might challenge that term— 
when we are compelled to know where people are and are compelled 
to police the Ready Reserves because any time the Ready Reserve 
does not do what he is compelled to do, we put him in the Armed 
Forces which means that we have to police the Ready Reserve and 
the management of the Standby Reserves, which is the first place 
that you have to go for skills if you ever mobilize, or if the com- 
munity has to mobilize an agency. 

Let us leave authority out of it, but if you squeeze out of them 
the knowledge that they have, that will be the most valuable thing 
that we could have rather than somebody knowing where our man- 
power was and what it could do if we could get hold of it. 

Mr. Vurseit. There have been some charges in the press and 
justifiably so, probably, that there has grown up in this country too 
much complacency. 

Is it not a fact that if we were to weaken what we have now 
throughout this country, throughout the communities of this country, 
that we might really bring about a dangerous increase in the com- 
placency of the people of this country which would not be justified ? 

General Hersury. I do not think there is any question that obli- 
gation is one of the things that our youngsters are going to have to 
assume. They are looking for privileges rather than obligations. 
One of the remaining obligations is represented by us. The thing 
that is going to have to happen first is that in your negotiations with 
other countries—I am not going to name them—but if you cut out 
the draft you have just about thrown in your hand. 

Mr. Vurseity. That is what I am afraid of. I think that any 
weakening of this situation now in the face of world conditions 
would be subject to justifiable criticism by the meen of the nations 
who still have got the power to think and realize that we may be 
facing something pretty serious in time to come. 

General Hersuey. I do not believe that people realize what our 
little cut of a hundred thousand did to our diplomatic position. I 
do not think people realize what the people in Europe feel and why 
they begin to wonder if we are backing away from the buzz saw 
because they say, “If you make many cuts of 100,000, you have to 
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take these people back. You cannot have them both at home and 
abroad.” 

Therefore, you are getting ready to leave, and, when you say things 
like that, you would be surprised to know, for example, that a few 
years ago in the spring of 1955, when we were talking about the 6- 
month plan of the Reserves, that that got translated on the floor of 
the House of Commons into a reduction from 24 to 6 months. The 
Government had a terrible time with the opposition, who gave them no 
end of trouble on it. They said, “Look at the United States. Here 
you are wanting to keep people in for 18 months, and the United States 
‘1s going on a 6-month basis.” That went on in the House of Commons. 

fr. Vursevt. In other words, we might, for a small amount of 
money that we save, give a very great propaganda advantage to Russia 
that could be used with telling effect to weaken the confidence of our 
allies in the free world in our intention to fight ? 

General Hersey. That is right. 

Mr. Voursexx. And do the right thing and back up our words? 

General HersHey. There is no question about it. Of course, you 
hurt our allies. You hurt yourself, and you encourage not only the 
Russians, satellite countries, but you begin to make the neutrals feel 
that they better stay neutral or move a little bit toward the fellow with 
the big club. 

Mr. Voursetu. I believe in keeping the stick in the closet. 

General Hersuey. I think we must. Obviously, I am prejudiced, 
and I do not need to tell you that, but I have tried to look at it in just 
as broad a way as I know how. 

Mr. Vourseiy. I think you have done a remarkable job over the 
years. That is all I have. 

Mr. Jonas. General, you might plead guilty to being prejudiced, 
but no more so than the head of any other agency who comes here. We 
have to look to you for advice, and you are the expert in this field, so 
I would not apologize too much for special feelings. 

General Hersuey. I am not apologizing. I am like the fellow on 
the witness stand who, when asked, “What are you?” said, “I am the 
world’s greatest chemist.” Hesaid,“You are not very humble.” Then 
the witness said, “That is the question and, since I am under oath, I 
answered it to the best of my ability.” 

Mr. Jonas. You anticipated the question I was going to ask you, 
and which Mr. Vursell brought out. I am prepared to accept the fact 
that, in the foreseeable future, we are going to have to keep the Selec- 
tive Service System operating whether we discontinue inducting 
people or not. I think it is almost self-evident that we need the or- 
ganization. Assuming that that is true, have you streamlined the 
thing asmuch as youcan? Do you think you have reached the point of 
danger ? 

General Hrersury. The answer you expect out of me may be some- 
thing else, but I would like to tell you that, with the knowledge of the 
facts that I have, and TI have got to live with myself, we are beyond 
the danger point. Life is beyond the danger point. I am not stressing 
this. but when we ask Ethel Gale in Angola during 2 or 3 days of the 
week at the time of registration to make out the application for hear- 
ings, to do this and to do that when she is at home, all of this by a 
government that will not pay her, but which she still has to do 
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because she happens to believe in it, and then we have the local board 
member who says, “I already worked for nothing, but they will not 
even pay my clerk any more.” They cannot help but think that what 
they are doing is not as important—I am not going to mention any 
agency, but there is one right around there—when these people look 
around and see others hired to count cows, they cannot help but com- 

are that with their own job and feel that, perhaps, that is more 
Important than counting humans for their own survival. It is not 
easy to get local boards. It is not as easy now to get them as it was. 


LOCAL BOARDS 


Mr. Jonas. I know that. I have some experience with it. How 
many boards do you have with clerks on a full-year basis now? 

General Hersuey. More than half of our boards are not open too 
much. More than half of our boards are open less than 5 days a week. 

Mr. Jonas. You mean about 50 percent of your boards are work- 
ing less than 5 days a week ¢ 

General HersHey. They are not open 5 days a week. 

Mr. Tuomas. Of all Government branches, the only one I know 
that works 6 days a week is the Congress. 

General Hersuey. The Director has not had too much trouble, and 
I am getting so that it does not take too much to keep me busy. 

Mr. Tuomas. See if you cannot give Mr. Jonas a pretty good 
answer. You have generalized—I do not mean to be critical, and I 
am not quibbling with you—but he is raising a very, very pertinent 
point here. We do not want to disrupt these boards. They are not 
supposed to work but 5 days a week, and nobody in this country is 
working more than 5 days a week. 

However, when I go home I cannot even find anybody home on 
Saturday. 

General Hersury. We were open whenever we could be. 

Mr. Tuomas. You took a reduction of 10 percent 

General Hersuery. Let us say about 10 percent. As soon as you take 
a reduction of 10 percent, if you have automatic raises, then you have 
to let somebody go to take care of that. Then you have somebody 
who retires and then you get into the retirement business. 

We took a 10 percent reduction and then picked up a million which, 
in a lot of agencies, would not amount to anything, but to us that was 
about 4 percent more and one of the things that we got into was State 
headquarters that tried to cut down to a 30-hour week. We got Civil 
Service to hold that it could not do it. We had to fire people to save 
our money in the State headquarters. 





IMPORTANCE OF STATE HEADQUARTERS 


Mr. Tuomas. The State headquarters is in a vastly different posi- 
tion from your local boards. You have only one employee in your 
local boards ? 

General Hersney. That depends on which one it is. 

Mr. Jonas. I wanted to ask a few questions about the importance 
and effect of the State headquarters. As you know, I have had a little 
experience with it—I do not know whether any other members of 
the committee have had or not—but is it not a fact that unless you 
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have a pretty active State headquarters that can visit the local boards 
and keep the clerks in line, you are going to run into an awful lot of 
trouble? You are going to put your board members into an awful 
lot of trouble? 

Genera] Hersury. You have to hire them, train them, and then 
eternally supervise them. Not only that, the more we are in the posi- 
tion of trying to do things, to settle the present scientific world 
before legislation comes, the more the local board has to be told. The 
only fellow who can sell him on that is the State headquarters man. 
There is nobody else to sel] him on that. There is nobody to get him 
by telephone, drive miles and miles to try to say that the Selective 
Service is trying to do this job. If we are going to get to the place 
where we undercut our State headquarters, we are going to run the 
risk of making a centralized agency which you must never have be- 
cause between times it falls to pieces. It is worthless. 

Mr. Jonas. These local board members are uncompensated. They 
give their time and I think they need the advice and counsel of a 
State headquarters to be sure that the clerks do not get them in trouble 
all the time? 

General Hersuey. That is right. In addition, the State headquar- 
ters stands as a symbol in the emblem of their State. They look to 
their State headquarters as the place where they find the answers and 
morale. For instance, I have just been out over the weekend to the 
funeral of the director of your State. 

Mr. Vourseiy. Paul Armstrong. 

General Hersuery. I am still shivering. He is the only one we 
ever had there and he was the Selective Service team. 

In your State it has been the same way. In your State the man 
there was General Metz and when somebody went to General Metz 
and he said, “No,” that was it. It is the same way with Colonel 
Upton now. 

The State director has a chance to say, “Perhaps it would be a little 
better not to push too hard on this side or that.” 

We try to let each State run its affairs. 

Mr. Jonas. We have difficulty knowing here whether you people 
are assuring yourselves that all State headquarters, or directors, have 
the same knowledge of the importance of trying to do this job with- 
out overloading with manpower. You have to take that on faith 
from a lot of these people, the same as we have to accept what you 
say on faith to a great extent. 

General Hersury. Yes, and you have the very thing that we have 
always tried to do. Selective Service has always lived with whoever 
was found to be the proper person to be governor of the State involved. 

We have been doing something that the lawvers would say could 
not be done. We have made a State governor a Federal official in our 
Selective Service System. There is no law that says he is. Yet, we 
have sold the governors on being the heads of selective service sys- 
tems. He does not have time to stand as a symbol in the emblem of 
everything that Selective Service stands for in the State, like a direc- 
torhastodo. The director has to be it. 

Mr. Jonas. Do you now have a system by which you allocate to 
every State headquarters the same number of personnel? You base 


it on need, do you not, and the number of registrants and size, and so 
forth? 
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General Hersuey. We have some States that have 5 or 6 employees. 

What is our biggest one now ? 

Colonel In1rr. About 30. 

General Hersuery. California is different than Indiana and the 
Virgin Islands. 

Mr. Jonas. It is not like a table of organization for a regiment? 

General Hersuey. You cannot do it that way. Not only that, but 
you do not do it. You do not do everything just the same in every 
State and I do not intend to. 

Mr. Vursetut. May I ask you, have they nominated or appointed 
anyone to take Armstrong’s place ¢ 

General Hersury. No, I have not heard from Governor Stratton 
at all. Colonel Woodward, being deputy, obviously in the last 6 
months has carried a lot of responsibility nad he has continued to 
operate. When the Governor gets ready, i suppose he will nominate 
someone, but I do not know anything about what the situation will be. 

Mr. Vursett. Paul Armstrong was the symbol of this whole thing 
when you left Washington. He was a strong character and every- 
body had confidence in him. He was a man of integrity. 

General Hersuey. I cannot say that every man is quite an Arm- 
strong, but I have written an editorial for a house sheet saying that 
as long as we have Paul Armstrongs we will have a Selective Service 
System that will work, and when we do not, we will not. 

The State directors have put their mark on this system and the State 
people are the ones who go out on the hustings and sell it and adminis- 
ter 1t and make the adjustments that everyday life calls for. 

Mr. Vursett. You are not going to be able to keep these boards 
properly interested and keep the clerks, with the amount that we pay, 
unless you have someone that represents authority and has the an- 
swers to the questions and keeps in contact with these people and keeps 
the spirit of the thing alive ? 

General Hersury. No question about that. 

Mr. Vorsexy. That isall. 

Mr. Tuomas. Thank you, gentlemen and General. We always 
enjoy having you and your staff with us. You do a tremendous job. 
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Mr. Tuomas. The committee certainly is delighted as well as 
honored this afternoon to have so many distinguished Americans, and, 
I might say, American scientists with us. We have 11 most dis- 
tinguished members of the National Science Foundation Board here, 
and we are honored and delighted to have you people with us. 

In addition we have our regular, old, and most valuable friend, 
Dr. Waterman, the Director, and his staff here. We are glad to see 
you here. 
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Dr. Waterman, I think it would be well for the committee and the 
Congress and the country if we could have a good record today. We 
would be delighted to hear from the Board members. We would like 
to know what they think of the science program in general, and par- 
ticularly this year’s program and its eae We would like to know 
what the future holds for this country and what you think it should 
hold for education, how we are doing, how we compare with Russia, 
and I don’t know why I say Russia because I am not as afraid of them 
as most people. 

What about our friends in Europe, our friends in the Pacific, and 
generally where do we stand, in which direction should we go, how 
far should we go in the field of education? Specifically, what are some 
of the things that this country should do? How far should the Fed- 
eral Government go in the field of education? How much should 
we rely on local communities and the States? 

I am merely raising these questions. There is one final one I cannot 
resist raising, and that is just how important is the high-school teacher 
in our entire educational system ? 

Would you ask some of the Board members to talk to us, Dr. Water- 
man, and have them say whatever they want to and talk as long as 
they want to? 

I know some of you might have engagements this afternoon. Our 
own plans have been disarranged, too. As a matter of fact, we had a 
full committee meeting this morning and we had to shift our plans, 
so that perhaps threw off your time schedules. If you need to leave 
do not hesitate to do so. 

Dr. Waterman. I believe Dr. Bronk has already apologized to you 
because of the fact he was involved in another hearing and he was 
sorry he could not be here. . 

Mr. Tuomas. He needs 3 more arms and 3 more legs. 

Dr. WarerMan. In his absence I would like to call on the vice chair- 
man of the board, Dr. Paul Gross, Mr. Chairman. 

Mr. Tomas. Doctor, we would be delighted to hear from you. 


IMPORTANCE OF SECONDARY SCHOOL SCIENCE EDUCATION 


Dr. Gross. I would like to start and toss the ball to some of the 
other Board members. As a result of the very excellent studies of the 
staff we feel that the high-school picture is a crucial one. Of course, 
we are all interested in the general situation. I realize this is com- 
plicated by the matter of Federal interest in public education. 

Mr. Tuomas. The Federal Government has been in education a 
long time, too. 

Dr. Gross. I think we have been trying to find methods of assist- 
ing in this without necessarily really getting into what might be 
thought of as grassroots support of it, which I think is what you 
had in mind. 

These studies cover actual operations such as summer institutes for 
high school science teachers and year-round institutes. We think 
they have been extraordinarily helpful in upgrading the type and 
the competence of high school science teachers. The Foundation 
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staff’s program in the field of education is heavily directed toward 
geenral assistance which might be difficult to get at State levels. This 
is an across-the-board concept of the disciplinary area. This has 
been directed toward improvement of the curriculum in the high 
schools, the whole matter of the adequacy of the facilities in the high 
schools, and so on. 

Those of us who are somewhat familiar with education, I think, 
consider the staff has done a very effective job, an imaginative job, in 
looking ahead to what may be needed. 

The other portion of our program which I think you are familiar 
with relates to our world posititon in the very rapid development of 
science. I am not thinking in terms of competition with Russia but 
in the sense of the position a great Nation such as this should have. 

There I think we all feel the necessity for reaching out into enter- 
prises such as the radio-astronomy facility, and things of this type. 
Someone has to do that and it looks to me the place it is likely to be 
done is at the Federal level in one way or another, but not necessarily 
with operating control. 

Repeating, we consider that the mathematics and science picture as 
part of the general high-school picture is a crucial thing if we are 
going to keep our pace, not in a position of vis-a-vis Russia, but the 
stature we have as a world nation. 

That is a very general statement. 

Mr. Tuomas. That is very fine and we certain welcome those re- 
marks. 

Dr. Waterman, I will not even suggest to you the people you should 
call on, but we will not let our old friend and explorer and our very 
distinguished president of Carleton College, Dr. Gould, out of here 
and I will not let Dr. Nabrit out of this discussion. We want to hear 
also from our most distinguished guest, Miss Aberle. It is so seldom 
we have the pleasure of having a lady here that we have to have a 
statement from her. 

Beyond that, Doctor, you go ahead. 

Dr. Waterman. Dr. Gould. 

Dr. Govtp. To which of these questions would you like me to ad- 
dress myself? Itcoverssuch a large spectrum. 

Mr. Yates. You are expert in all of them, Doctor. We will leave 
that to your judgment. 


NECESSITY FOR REEXAMINATION OF BASIC ASSUMPTIONS ABOUT EDUCATION 


Dr. Goutp. I would like to second the observation my good friend, 
Dr. Gross, has made. The problem that faces our Nation today is 
education. I think if the lesson of sputnik does not result in the 
breakthrough and the realization we have to think more deeply about 
the assumption underlying education than we ever have before we 
will be sunk. We can build all the missiles and rockets in the world, 
yet in the long run we shall fail. 

A large part of the weakness is in the secondary level of education 
and it would be too easy for us in these days to say it is the result of 
somebody else’s approach to education, but this is a time for self- 
examination on the part of all of us. 

Carleton College has not done as good a job as it shall do in the 
future. No other institution has. 
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I think the situation is that tough. 

In 1830, one of the great students of American democracy made 
an observation which I think we should look at again. That was the 
great Frenchman, De Tocqueville. He said the crucial test of Ameri- 
can democracy will lie in its recognition of the superior individual. 
In our passion to educate everyone, we have neglected the realization 
that we should not have a ceiling. To me, democratic education means 
that every individual should have all that his capacity can stand, but 
if the capacity is only a pint, why send him on to an institution which 
deals only in barrels? We have been doing that, and we have to 
reexamine that assumption. 

The percentage of our population who have the competence to be- 
come great physicists and mathematicians is relatively small. We 
have to do a better job of recognizing those people and encouraging 
them, beginning in the secondary-school level. 

A brilliant young man might want to be a scientist. But if he ar- 
rives at college age and he does not have a good foundation in physics 
and mathematics, unless he is a genius, it is too late, so that the prob- 
lem is a vast one. It will not be solved by crash programs. We have 

: a lot of long, tough years ahead of us, but I have the impression that 
the pendulum is swinging. I think we are taking a more realistic atti- 
tude toward education. I think we are realizing that in times past we 
have become so intrigued by the means that we have forgotten the 
ends. Now, I think, we are beginning to focus upon the ends of educa- 
tion, one of which, surely, is discipline, something which has been left 
out and, as Edmund Burke said ane ago, society cannot exist unless 
a controlling power upon will and appetite be placed somewhere. 

We have not taught our youngsters that. We have not taught them 
that authority is part of all livmg. This is the kind of thing I am 
talking about when I say we have to reexamine some of our basic 
assumptions about education. 

Is it sound to pass a law that every youngster should go to school 
until he is 16, if he has learned all he can by the time he is 8? We 
must examine all these things once again. 
| 
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I suspect we will have to spend more money than we have ever 
spent on education. I suspect we will have to discover that in this 
country we have got to give the scholar the prestige and the income 
that he deserves if we are to establish and maintain our leadership in 
science and all of the other fields of education. 

I am sure these good people with me today will agree with me that 
we must not become lopsided and ape those whom we must equal by 
focusing attention on only one aspect of education. We do not want 
to turn out technological and scientific automatons. We want to 
turn out broadly educated people. 

T sound as if I were giving a speech, Mr. Chairman. 

Mr. Tomas. Youhave done well. Go ahead. 

Dr. Goutp. That is enough. 

Mr. Tuomas. Wonderful, but no more than we expected. Thank 
you so much. 

Dr. Gouxp. I wanted to talk about Antarctica, really, but I didn’t 
think I should. 
Mr. Tuomas. We will be glad to hear some of that, too. 
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Dr. Waterman. Keeping an eye on the schedules of these Board 
members, Mr. Chairman, perhaps it might be well to ask Dr. Adams 
if he would talk, perhaps, on the research aspect of these matters. 


SCIENCE EDUCATION IN THE SOVIET UNION 


Dr. Apams. I would like to state first, Mr. Chairman, I concur in 
what has been said about the high school, and particularly about the 
elementary-school education, because I think we have to improve the 
teaching program of the teachers at the elementary level in order to 
bring it all the way up through, so that our students are better edu- 
cated and are broadened when they start university work. 

On the research end, since you raise the question of Russia, I might 
make a remark about what I was told this morning at. breakfast. I 
had breakfast with the vice chancellor of the University of Buffalo, 
who had spent 6 weeks in Russia. He has been making a study of the 
educational system, particularly in chemistry. 

He found this: The freshmen who went to the universities this year 
were 428,000. That is against, perhaps, a million in this country. 
However, every one of those 428,000 had spent over 1 month in taking 
examinations in various subjects, so that they were very carefully 
screened. After they were admitted to the universities, they seldom 
failed. They had very, very few dropouts, because they were so 
carefully screened. 

He went around the laboratories and institutes and universities and 
talked with the various students. Most of them could talk English 
fairly well. He found them to be very intense, very much dedicated 
to success, because they knew that their future depended on it. If 
they did not do right, they were thrown out. 

he interesting thing is that some higher committee—perhaps it 
was the chancellor of the university, though I am not sure Trot 
that—would decide from these 428,000 how many would be chemists, 
how many engineers and physicists, and they were calculated ahead 
5 or 6 years, so the student didn’t have absolute freedom in selec- 
tion. 

In other words, a student would say he would prefer to be, first, 
an engineer, third, a chemist, and so on, and then somebody else de- 
cided what he was to have. But, at any rate, apparently, according 
to my friend, the students, those he talked to, were pretty well satis- 
fied and not dissatisfied, certainly. 

They had the equipment, facilities, and they had the support. At 
the beginning, they were getting about $100 a month. I don’t know 
what that will buy there, but then it was increased each year as they 
went on through the univesrity, so they were pretty well fixed, and 
when they graduated they were ieee the top ones, in educational 
institutions, and the poorer ones allocated to industry. 

Mr. Tuomas. Dothey havea 60- or a 65-hour week in college ? 

Dr. Avams. Six days a week. 

Mr. Tuomas. Sixty hours up to 75 hours? 

Dr. WATERMAN. I think so. 
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Mr. Yares. The suggestion has been made, in view of the charge 
that we are lagging Echind in scientific research and development, 
that we establish a national academy for the development of scientists 
comparable to our service Academies, which I assume will be com- 
parable to the national academy that Russia has. I do not know what 
the proponents of this type of legislation had in mind. 

Would you comment on such a suggestion ? 

Dr. Apams. I have tospeak personally now. 

Mr. Yates. This isall very personal. 

Dr. Apams. I doubt very much whether a single institute would be 
the right way to handle the situation at the present time. 

Mr. Yates. You think it is better to do as we are doing with the 
free universities and the State universities ? 

Dr. Apams. Yes. Suppose you set up an institute? Where do you 
get the staff? You have to drag them away from universities. 

Mr. Tuomas. Continue, Dr. Adams. 

Dr. Apams. I will continue just a moment more on this Russian 
situation. 

I think under those conditions, and from what I have heard de- 
scribed, they seem to have a large number of well-trained men in the 
sciences, perhaps more than we have here. 

The question which has been in the minds of many scientists, up 
until this last year, is whether they would have the leadership to 
take care of these people, that is really do the original work which 
would be the background for future application. 

I personally, although they are behind in chemistry, believe they 
have the setup so that they will be able to do that with their present 
system. I do not think they can catch up in chemistry for 15 years, 
but that is not physics and mathematics I speak of now, so I think 
we have to take steps to do everything we can. 

However, I believe we should not have a crash program because in 
a crash programs you cannot do it. You have to do it gradually, 
change your system of education and get more people educated prop- 
erly and do it gradually. 

] think our universities are doing a good job. 

Mr. Tuomas. I don’t want to interrupt you but you are saying 
some hard things and I am afraid they are true. 

Go ahead, Doctor. 

Dr. Apams. I think I will stop there because we could discuss this 
all afternoon. 

Mr. Toomas. You be the judge. You havea very attentive audience 

Dr. WaterMAN. One thing very impressive about the Russian situa- 
tion, and you understand I believe we should develop our own method, 
is that they do succeed in identifying those with aptitude for science 
and making sure they go into it, whether in research, teaching, or 
industry. Not only that but the entire educated Russian population 
know a great deal about science in a general way which gives them a 
background which also will be a factor in the future. 

To continue with contributions from the Board, Mr. Chairman, I 
believe now that Dr. Bronk has arrived, it would be very appropriate 
to hear from him. 
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Mr. Tuomas. Yes, sir; we have to hear from him. 
You have been known for many years with this committee, Dr. 
Bronk, and we are delighted to have you. 


RELATIVE POSITION OF UNITED STATES AND SOVIET SCIENCE 


Dr. Bronx. I don’t know what has been said or what the discus- 
sion has been directed to, inasmuch as I arrived a little late. 

One of the things that impressed me most in the last 3 or 4 months 

has been the fact that we have been so ready to be impressed by what 
the Russians have done that many of our fellow countrymen have not 
been prepared to listen to others. I don’t understand the reason. I 
suppose there comes a time in the life of people and nations when 
suddenly they are awakened by something. This apparently was 
it. Probably things were building up to a ripeness for it, but I wish 
that we as a people had the maturity to set our own goals and be able 
to evaluate what we should and should not do in terms of our own 
analysis, our own self-analysis, rather than always to be waiting for 
something outside of our country to wake us up and then to be im- 
pressed by what other people do rather than by what we decide we 
should do on the basis of our own self-determination. 

I feel this very strongly. 

For instance, I do not for a moment think that we are behind in all 
fields of science. I am sure that the Russians have people who are 
more competent than some of our scientists in some fields. That always 
has been so. Back in the twenties and thirties that was so in the field 
of neurophysiology and psychology. They had the great Pavlov. 
Every person looked up to him. There have been great mathemati- 
cians, but. having said that, I know perfectly well that we have a great 
many scientists in this country of great distinction. 

Take, for instance, the number of Nobel prizes awarded to Ameri- 
cans in the last 20 years compared to the number awarded to Russia. 
A pretty darn good record for us. 

T eaid this to a group of businessmen and they said “But a lot of 
these are people who came here from other countries.” 

I said some did but not as many as you think. Furthermore they 
came here and didn’t choose to go to Russia. 

Mr. Tuomas. Some came from Russia, too. 

Dr. Bronx. That is right. With regard to the educational sys- 
tem, I was glad to hear a couple of the Members of the Senate this 
morning say they were not prepared to say that everything about 
our educational system was bad or that it was all worse than it had 
ever been. 

There is a tremendous need for improvement and a continual need 
for improvement by individuals, by institutions, and by nations, but 
I am not prepared to say we are in a terrible state. 

One of the things we can continually ask ourselves is whether we 
know where we are headed; I mean with broad objectives. Are we 
prepared to make the sacrifices necessary to have the things we want? 

T don’t think everybody can have everything either as a nation or 
as an individual. 

When people say you cannot afford greater support for education 
and research, and we cannot afford more support for music and the 
creative arts, I say to myself “If we can afford bigger and bigger cars 
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and if we can afford more and more of this, that, and the other thing, 
it is a matter of making your choice and your decision. You have 
some things and then you don’t get something else.” 

Mr. Tuomas. Wonderful. 


GOVERNMENT ROLE IN SCIENTIFIC PROGRESS 


Mr. Evins. Dr. Bronk, you spoke of the number of Nobel prize 
winners in the field of science from this country in the past 15 to 
20 years. 

n that period has it not been the period of time that the Govern- 
ment through appropriations has provided the initiative and there- 
fore to a large extent a degree of success can be measured by the 
degree of Government participation? In other words, we have not 
won all these Nobel prizes without the Government taking a hand in 
the matter to a certain extent. 

What would be your observation on that? 

Dr. Bronx. As you know, I would not have felt free to ask you 
for appropriations for the National Science Foundation if I did not 
believe it to be a very proper function of the Government to support 
us. I do not think I can honestly say that the reason why we have 
had an increased number of scientits recognized, of the sort exempli- 
fied by the Nobel prizes, is due entirely or even largely to Federal 
support. 

After all, this is a thing which moves slowly and builds up. I am 
sure one of the things that was a great stimulus to the furtherance of 
science in this country was the establishment of the National Research 
Council fellowships provided for financially by the Rockefeller Foun- 
dation. This set up a pattern. I think the National Science Founda- 
tion fellowship which you gentlemen made possible is an extension on 
much broader scale but it was patterned after private initiative. 

I like to think that one of the great strengths of our national cul- 
ture is the balance between local support of education, private support 
of education and research, and Federal support. This is a traditional 
pattern and I hope we will never lose it. 

I dont think anybody can explicitly answer your question. I don’t 
think we know why we have suddenly become mature. 

Mr. Evins. The Government is putting more emphasis in this field 
and therefore we are to a large extent awakening the interest of many 
people in this area. 

Dr. Bronx. It is good leadership. Very true. 

Mr. Tuomas. Gentlemen of the committee, these distinguished mem- 
bers of this Board will have to leave here soon, so we will let them 
make their statements, and we will withhold our questions. In other 
words, we are merely lessening the opportunity to hear them if we 
ask questions. 

Dr. Waterman. Dr. Nabrit. 

Dr. Nasritr. Thank you, gentlemen. 

Mr. Tuomas. Gentlemen of the committee, this is Dr. Nabrit. We 
are delighted to have you, Doctor. 
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LONG-RANGE IMPORTANCE OF BASIC RESEARCH 


Dr. Nasrrr. First of all I would like to comment on basic research. 
In 1927 I had the opportunity to study under Dr. Muller. At that 
time, on Christmas of that year, he presented his paper at a national 
meeting on the effects of X-ray radiation and production of mutation 
of the Drosophila. He won the $1,000 prize for that paper at that 
time, but it was many years after that before the significance of that 
research became so great that he was awarded the Nobel Laureate in 
the field of genetics and biology. 

In general, we cannot expect immediately the full return of what is 
being done in basic research and hence we cannot appraise its full 
value in terms of investment put in it at the time it is being carried on; 
so these values are remote, but without them you would not have the 
applied technology that we speak of in any of the fields. 


VALUE OF SECONDARY SCHOOLTEACHER TRAINING 


Secondly, I should like to refer to the high-school program. 
Frankly, a year and a half ago I think many of us would have been 
somewhat reluctant to say a program as large as the one we now have 
in high-school teacher improvement was the most important phase 
of improvement in science. 

Today, after having had firsthand experience and having followed 
through some of these institutes and seen the values that accrue to the 
participants, we think that this is one of the most worthwhile invest- 
ments which has been made in the entire field of science, because in 
this way we can broaden the base of competence from which we can 
draw talent in the future. 

Another thing I would like to comment on, and that is our program 
at Texas Southern University. In the last 3 years we have attempted 
to reorient our student body. They would primarily enter in the 
field of teacher preparation in elementary education. We have in- 
vested $2 million in a new science facility. We have had to import 
physicists from as far away as India in order to make sure that our 
students came in contact with some of the best minds that we have in 
the field, and in this way we believe that again we have broadened 
the base from which we can draw the scientific talent we will need in 
the future to meet American demand. 

Dr. Waterman. Dr. Humphrey will be next. 


NEED FOR STRONG EDUCATIONAL SYSTEM 


Dr. Humenrey. I am not a scientist but a reformed plowboy from 
Mississippi. 

I want to concur in what has been said here insofar as education 
being the answer to our problems. Our educational system, as you 
know, has been built on the idea that we give everybody an oppor- 
tunity limited only by their means and ability. You mentioned the 
importance of the high school. I think the high school is very impor- 
tant in our system, but the most important cog in our entire educa- 
tional system is the elementary system. 

We have drifted a little bit away from our ideals but this has 
brought us back to the things we should keep as paramount in our 
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whole educational program, and that is first a strong elementary 
system, then a secondary system, and then a system of higher 
education. 

In our system of higher education we have to depend upon the 
high schools for our students. I am a firm believer in leaving the 
education of most of our people—perhaps this is a funny statement— 
to the schools in which they will get the best training; let us say the 
high schools and the technical schools and then the junior colleges. 

It takes about 5 technicians to support 1 engineer and for 1 doctor 
we must have several technicians. 

I think to a large extent we have overlooked that in building our 
school = However, we are coming back to that. I would do 
better if you ask me questions so I would be glad to have you ask 
me some questions later. 

Mr. Tuomas. Thank you. That is a very fine statement. 

Dr. Waterman. Dr. Aberle, Mr. Chairman. 


NECESSITY FOR NEW APPROACHES TO SECONDARY EDUCATION 


Dr. Aperte. When a New Mexican faces a Texan the desire to 
talk about New Mexico is very strong. ; 

I will confine myself to secondary education. At least in New 
Mexico there is an opportunity today to do something we have never 
been able to do before and that is to take a new look at our high 
schools and our whole educational system and the need for a new 
look, not necessarily because this person made a mistake or that per- 
son didn’t do something or something was left out, but they need a 
new look because science has moved so fast in the last few years 
that the children need to know more when they get to college than 
they ever knew before. We have to do something about new courses, 
new ways of teaching, new curriculums of all kinds, in elementary 
schools and high schools both. 

That means an enormous amount of experimentation, trying out 
new methods. What can the children learn more quickly? Are the 
methods we are using today the best? Can’t these children who see 
so much television at home and know so much about science when 
they go to school, go faster than our first, second, third, and fourth 
grades now allow them to go? 

There is an awful lot of work which needs to be done to see how 
fast each group of children can be brought along in both the ele- 
mentary and high school education. 

That means somebody has to study new methods in the curriculums, 
and the foundation has a very strong program on that. However, 
whenever you get into experimentation with people, children, the 
social sciences, you make a lot of mistakes. You cannot help it. If 
you knew what you were going to do it would not be an experiment. 

What I want to tell you is that we are going to do these experi- 
ments and we will do a lot of them and we will make mistakes and 
you have to be patient because you have to expect them. 

However, we will end up with something that is new and helpful 
to the bright children. 

Mr. Tuomas. Wonderful, Doctor. 

Dr. Waterman. Dr. McLaughlin. 
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INCREASED EMPHASIS ON TEACHER TRAINING 


Dr. McLaveutrn. I am afraid I am before you as the scientist who 
slipped from grace. I may have been a scientist 13 years ago and 
yverhaps I might rank as an industrialist now. At the drop of the 
at I will talk to you about gold and not education. 

In the mining industry our usual procedure when we have a great 
new property and a great new ore deposit is to build a pilot mill. 
We do not go in and spend millions lightly without putting up a small 
mill to know how it runs. 

The National Science Board has been functioning for some years. 
I have been a member of the Board who has not objected to our slow 
growth. I think it has enabled us to grow very soundly and do the 
right things. I do not think the National Science Board has made 
any serious mistakes. In the Board the country has an excellent 
pilot mill which has been running very well in pretty nearly every 
field under discussion now. You will find examples in the National 
Science Board where that method has been tried and it is working. 

We are talking a great deal about aid to high schools. The National 
Science Board initiated these summer teaching sessions for high 
school students. It is nothing new. It has been tried a couple years 
with great success on a certain scale and that can be expanded to a 
proper degree with perfect assurance now that it will work. 

Since I have been out of science and have been trying to run a com- 
pany I am rather concerned, too, that when money is spent, that 
money will be spent most wisely. I think there is grave danger now 
in our present anxieties and concern and great desire to stimulate 
progress in science, that we may spend money unwisely. 

As serious a problem as the Russian sputnik is, inflation, and money 
spent unwisely will increase the deficit and lead to inflation, which 
is just as great a danger to this country. 

So, I am very much concerned, on the Board, that the appropria- 
tion will not only be adequate to do the job we have to do, but that 
the money will be used in ways that will give the country the best 
return on the dollar. 

That is why I come back to our pilot mill. We have had a good 
pilot mill running in a great many fields, and I want to expand those 
things which we have tried so well. 

I am very much concerned about the weakness of secondary educa- 
tion, and I think indirectly through our help to high school science 
teachers we will improve that very much. 

I am on the board of regents of the University of California, where 
we have a perfectly enormous educational plant. I think our budget 
this year is running well over $100 million. We are faced with just 
these problems of how you encourage the best talent to come to the 
university and how you screen out the people who should not be in 
the university. 

We are cooperating with this high school science teachers plan and 
we are enthusiastic about it. I do not want to over-emphasize, how- 
ever, before members of the committee the function of the Science 
Board in relation to the high schools. Our real function is in the 
higher reaches of training, training for the support of research, train- 
ing of the very best men who can be found. But we keep coming 
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back to the high school problem because we are so concerned about 
the lack of training of the men who come into the. universities. 

I can stay a little later than I had expected, and I shall be glad to 
stay and answer questions later. 

Mr. Tuomas. We are delighted to have you. 

Dr. Waterman. Dr. Potter. 


IMPORTANCE OF AMERICAN ACCOMPLISHMENTS IN SCIENCE AND 
TECHNOLOGY 


Dr. Porrer. Mr. Chairman, I am particularly pleased that Dr. 
Bronk said what he did about the danger of underestimating the 
accomplishments of this country in science and technology. About 
20 years ago, Mr. Chairman, Ts a questionnaire to 300 of my 
friends in my profession. Dr. McLaughlin and I are the only two 
lowbrows on the Board. The rest are scientists. 

Dr. McLaveuurn. At least I amin good company. 

Dr. Porrer. I sent letters to friends of mine—100 mechanical. en- 
gineers, 100 civil engineers, and 100 electrical engineers. I asked 
them to give me a list of the 100 greatest inventions since 1776. I 
worked out those inventions, the name of the inventor, his country of 
birth or his country of citizenship, and the results of that study were 
published by the American Society of Chemical Engineers 15 or 18 
years ago under the title “Pride of America.” If you want me to, 
I shall try to find a copy and send it to you. 


Mr. Tuomas. Send the committee a copy of it and we shall put 
it in the record. 


(The article referred to is as follows :) 
THe Pride or AMERICA* 


By A. A, Potter, dean of engineering, Purdue University, executive director, 
National Patent Planning Commission 


The industrial progress of this country and the high standards of living of 
our people have usually been attributed to the abundance of our natural re- 
sources. Few, however, realize that the Americans, to a greater degree than 
any other people in the world, are responsible for most of the epochmaking inven- 
tions of the past century. Has any person in any other country given as great 
an impetus to mechanized agriculture as did Cyrus Hall McCormick in 1833, 
when he invented the reaper? Have any contributions equaled the pioneer 
inventions in the field of communication which were made by four Americans, 
Samuel F. B. Morse (first practical telegraph, 1832), Cyrus W. Field (first trans- 
atlantic cable, 1858), Thomas A. Edison (first quadruplex telegraph, 1874), and 
Alexander Graham Bell (first practical telephone, 1876)? In radio the names 
of Fessenden, Lee de Forest, Alexanderson, Armstrong, and Jenkins are a credit 
to our land. From the invention of the Clermont of Fulton, in 1811, to the 
patent for the airplane by Wright in 1908, Americans have been major contribu- 
tors to the field of transportation. Among these are Vail (the electric locomo- 
tive, 1851), Westinghouse (the air brake, 1869), Sprague (the trolley car, 1882), 
Duryea and Haynes (the first practical automobiles, 1885), and Sperry (the 
gyrocompass, 1905). Among American inventions are also included many new 
manufacturing processes, such as vulcanizing rubber, cracking gasoline, welding, 
and the manufacture of calcium carbide, aluminum, and plastics. The sewing 
machine, typewriter, talking machine, camera for films and plates, adding 
machine, and many other devices which contribute to human comfort and effec- 
tiveness are also the creations of American men of genius. The accompanying 


1Contributed by the committee on education and training for the industries an@ 
presented at the annual meeting, New York, N. Y., November 30—December 4, 1942, of the 
American Society of Mechanical Engineers. 
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table lists 75 United States of America inventions between 1793 and 1930, an 
incomplete picture but indicative of the contributions of American inventive 
genius during the past century. 

Many of the great inventions by Americans were made by people between the 
ages of 21 and 40. Westinghouse invented the air brake when he was only 21, 
McCormick the harvester at the age of 22, Howe the sewing machine at 27, Colt 
the revolver at 28, Eli Whitney the cotton gin at 29, and Wilbur Wright the 
airplane at the age of 36. These youthful inventors of our young country and 
many others like them, whose creative genius has been responsible for converting 
our natural resources into great industries, are the true “pride of America.” 


INVENTIONS EXTEND GAINFUL EMPLOYMENT 


Economic security for the people of this country was achieved in a large meas- 
ure by inventions which have definitely extended gainful employment. Only 
1 in 6 inventions has as its primary purpose the saving of labor; the other five- 
sixths of all inventions create employment, increase wages, increase wealth, de- 
crease drudgery, improve working conditions, improve quality of product, and 
reduce the cost of goods. Even in 1940, 14 million persons in this country were 
earning their livings in the manufacture, sale, and distribution of patented 
goods, and this number is much greater at present. 

This country has attracted and developed the most inventive talent in the 
world, because our Government has always placed the rights of the individual 
above those of the state. Dr. John A. Dienner, a prominent engineer and patent 
attorney of Chicago, stated, ‘‘The American Revolution and the Constitution to 
which it gave rise emphasized or idealized the rights of the individual. The 
Constitution and the laws which followed it clothed the inventor with more 
than mere property rights—the inventor is treated as a special individual of 
an exalted character, instead of a normal individual doing the work that is ex- 
pected of him. * * * The American patent system emphasizes the rights of the 
individual and hence is consistent with the theory of government under which 
we have attained our greatness. No other country in the world offers to in- 
ventors the incentive and opportunity which is furnished by the American pat- 
ent system.” 


AMERICAN PATENT SYSTEM ENCOURAGES INVENTION 


The groundwork for the American patent system, a most vital factor in the 
industrial progress of this country, was laid in Philadelphia in 1787, where the 
Constitutional Convention gave Congress (art. I, see. 8, Constitution of the 
United States) the power “to promote the progress of science and useful arts by 
securing for a limited time to authors and inventors the exclusive right to their 
respective writings and inventions.” The bill which created our patent system 
was signed on April 10, 1790, by George Washington. More than half a century 
after the creation of our patent system, President Abraham Lincoln said, “The 
patent system added the fuel of interest to the fire of genius.” Our patent 
system has been at all times one of the outstanding pillars of American democ- 
racy and a stimulus to individual enterprise. 

Our patent system, which encourages and rewards creative talent, has been 
a major factor in changing, in a brief period of only 152 years, a small struggling 
nation into the most powerful industrial power in the entire world, where 
people enjoy the greatest freedom and the highest level of living known in 
history. More than 5 million persons are working in this country in industries 
which have been made possible by the protection afforded by our patent system. 
Has the American public paid too great a price for yielding to the inventor 
the exclusive right to his creation for a period of only 17 years? Would the 
telephone, the radio, or the plastics industry have been commercialized for the 
benefit of the public without patent protection? 

The American patent system grants to the inventor certain exclusive rights 
in return for his full disclosure to the public of his invention and for creating 
something which is new. The law of patents implies the right of the inventor 
to keep his discovery secret and offers him a reward for disclosing it. In 
return for temporary security, the inventor discloses his invention, which becomes 
part of the public domain upon the expiration of 17 years. The patent is a 
reward for the creation of something new, for an addition to and not a sub- 
traction from the public wealth. Disclosure through the patent stimulates 
others in their creative endeavors. A patent represents the creation of some- 
thing new, which the public has not had before, and the widespread sharing 
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of the benefits of invention is made possible by our patent system. Any radical 
changes in our patent system would stifle technical progress through secrecy 
and would prove detrimental to the public. 

Patent protection is essential to general welfare, as well as to industrial 
progress. Without full protection afforded the inventor for a limited time, he 
would keep his discovery a secret. This knowledge would die with him, and 
society would lose a valuable social heritage. 

Our patent system has provided the protection necessary to attract the capital 
needed to develop new types of production. Invention is essential for industrial 
progress, but industry will not spend money on research or for the purchase 
of inventions unless such new knowledge as it acquires can be protected by 
patents. 

Our patent system has provided the incentive to capital to encourage research 
and to commercialize invention. Inventiveness and socialization of industry do 
not mix. It is useless to invent unless capital can be attracted to commercialize 
the invention. Stimulating invention involves encouragement to capital and 
management to develop new devices and new products. The patent system pro- 
vides an effective stimulus to inventors and adequate protection to the manage- 
ment and capital which have backed creative genius. In striving to improve the 
patent system, let us not change it to such an extent that capital would not be 
available for developing new ideas. Let us remember that the ownership of 
patents and the control it gives over the inventions covered are the very life- 
blood of many industries which would not have existed without patent protection. 


A GOOD PATENT SYSTEM ESSENTIAL FOR FUTURE PROGRESS 


The need for a good patent system is greater today than ever before, if maxi- 
mum use is to be made of inventive talent in connection with our war effort and 
if we are to meet the challenge which wil be ours to utilize most effectively our 
expanded industrial facilities when the war is over. 

A good patent system must be coupled with other means of discovering and 
encouraging inventiveness in our young Americans. To kindle a spark of inter- 
est in creative endeavor on the part of our young people, they must be brought 
into contact with teachers who are themselves constantly striving to improve 
things, who are looking for the one best way, and who have a keen interest in 
eliminating waste. This means that our teachers, not only in our colleges and 
universities, but also in our elementary and secondary schools, must have a 
lively interest in creative endeavor. 

We must also do everything in our power to increase recognition and reward 
for inventors. Our inventors are the true pride of America. They are entitled 
to every possible encouragement, opportunity, and reward, as their creative talent 
is our greatest asset in mechanized warfare, as well as in making postwar adjust- 
ments for a more abundant and better living in a world at peace. 
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List of 75 major United States of America inventions, 1793-1930 











Invention 





1. Cotton gin 
2. Steamboat 


a 1849 
10. Magazine gun 1849 
ON oa nti waniinsenymrnenniindnmen aiewee tb 1851 
mule weer teemeaanees aivaaisiph maki 1852 
I ae re oe uch nchadasadens ceaeecuanineg 1856 
scan db cloves eeb colbabdrelletecibcs Setemnhounliel dial 1858 
to didi nett cenisnenmepdtmoeundatevsbneiveswtensosinedngil 1862 
Teen NT ec emnnkekenmesenpuinanenineseaeeamas 1866 
GEE DENI a Sock alc cc ste eacncuseksdbadaeduietdewsel 1867 
18. T SR hoa SER Aix cdenaccdégitlskdinctvddeadbdabenbnntgiet 1867 
i att, oo ne enema pend e dan demubeandoerate 1868 
Nee nnn nT nnn nen ene asuhcadnckd wae ndcubgadtcn saan 1869 
ag EI 28 oe oe 22s ola cemasbnthdonbasasndateddastsbebiones 1870 
Se I I iiss sci Gili banwehinndnindownstiibichnekeebiie 1872 
en  anbanndnsneanarennnnmewienl 1873 
enn. cca conacacatcsasndkenuekeahatuetommsum Gill 1874 
25. Quadruplex telegraph.............-..- 1874 
. Submari Den b arbitra and peigubenenines 1875 
Co a et oan wenlmipnabereiinbarp anon inaens 1875 

B utneuntic binding for harvesters 1875 
IN ds it ene baneetenagsbsbbaninasquchgwatnalil 1876 
ae a cd ntbe ow dawabmbesnsaseteasbionatitrewhe 1876 
SN i ES Sins, ns, acinht Shinten gn pebsiede thr weieweeesebee 1877 
Do sannckbneresevqneoranunGuceaceytntctetopawen ei 1878 


Electric arc lighting, commercial system 
Incandescent lamp 


FSSRASRERBESSSRNS 


ID «<1, cn erp a tinepieann= Che Gio diab aeets tains be beis 1881 
Cee TTT cased esi on anawhdennsuadeanpekaediadenpumh eee angie 1882 
IE A es Loo! 2. 1s wsbeethomidencukabeeananupnde 1883 

is RINNE WUNB Ss Saik 3. REL GCS olbdedatbodesunetvecuhilesatesbadal 1884 
Niet iota echo pnp mire pier bomeneanhbadipiaeesteneciin 1885 
Practical Se ek aso ee Satna be aaa neal 1885 
Practical distribution system for a-c- power __-.-.-.....-.--.--.---- 1886 

42, Electric-resistance welding 1886 
43, Rot: converter 


-44, Polyphase electric systems 
eo i stro niinicendnbatasiantapeandigrnnawil 
NO sth Sing Sdn wisdebepaadbabeien epledee 
Ay, OE DRGDORTOENE TR. 5. 5. nn ininsnenncneesvencnsbeesesusee 
-48. Combine (harvester and thresher) 
49. Aluminum (extraction process) 
i, I 805 59 ta ds 2 bdo nid de hone benakndeantccndceens 
51. Automatic dial switching for telephone 
Se IE Coto a cckn case cunaiducdsynausessansedoneas 
53. ees machine 
a cic d aiden nomena menace ianesenmes deltas 
55. Multiple system train control 
INI NS aa eae seal 
57. Loading coil—making long-distance telephony possible 
a vn csategin wbremireeuiuhe exehannns mm aedigaraiss ai 
59. Mercury converter 
60. Caterpillar tractor 
NE Bie en cnn mk Sbncotbentinnddsiesnatinndmdinde nen iest 
62. Automobile starter _- 
63. Safety razor __. 

64. Glass-shaping machine. 
i el went cela aeel aiah oh dieu el 
66. Thermionic tube ee 

Te ee too og ddan gunna sbuanuneénancnbage pouadinmeeweee 
IIIf BA i ho oe cab neelebainwedineadneas 
69. Mercury-vapor arc 


70. Ductile tungsten filament for incandescent lamps._.......--.-..-..| 1913 
Pa enn tr UNINEING og 2k. 5. once sawbccddencnncsnennnda 1913 
i RIOR, DON ns ncn cus uctneamscernsesuneakqeen 1916 
Sa eran ss nminienleeibaigaiesoaieatteniin in 1917 
74. Inconoscope (“‘all-electric’”’ scanning tube for telecasting) -.........- 1923 
75, Kinescope (all-electric receiving tube for television) 1930 


Name of inventor 


Eli Whitney, 
Fulton. 
Morse, 
McCormick, 
Good year. 
Babbitt. 
Howe. 
Francis. 
Corliss, 
Hunt, 

Vail. 

Otis. 
Woodruff. 
Gardner. 
Gatling. 
Berleigh. 
Sellers. 
Sholes, 
Oliver. 
Westinghouse, 
Hyatt. 
Robinson, 
Janney. 
Glidden, 
Edison, 


Appleby. 

Eikemeyer. 

Bell. 

Thomson, 

Edison. 

Brush. 

Edison. 

Schmidt, 

Sprague. 

Ritty. 

Waterman. 

Mergenthaler. 

Duryea and Haynes, 

Westinghouse. 

Thomson. 

Bradley. 

Tesla. 

Lanston. 

Burroughs, 

Eastman. 

Matteson. 

Hall. 

Acheson. 

Strowger. 

Ives. 

Edison. 

Judson. 

Sprague, 

aoeer- 

Pupi 

Taylor and White. 

Hewitt. 

Holt. 

Wright Brothers, 

Coleman, 

Gillette. 

Owens. 

Sperry. 

de Forrest. 

Baekeland. 

Curtiss. 

Peter Cooper Hewitt. 

Coolidge. 

Burton. 

Langmuir. 

Mendenhall 
liamson. 

Zworykin. 

Zworykin.? 


and Wil- 





1 Modern submarine invented by Holland in 1902. 
2 About. 
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Dr. Porrer. The technological advances started in with the Morse 
telegraph and the Bell telephone, the Edison electric light, the talking 
machine, the movie, airplane, submarine, typewriter, and television. 
In fact, it is very difficult to lay your hands on any epoch-making 
invention which was not the result of American genius. 

Mr. Tuomas. That certainly is interesting. 

Mr. Yates. Will the Russians agree with you? 

Dr. Porrer. They will. They have to. 

Mr. Tuomas. Go ahead, Doctor. 

Dr. Porrer. I think the country which was able to produce an Edi- 
son, the Wright brothers, Kettering, Morse, and Bell, has no reason 
to be apologetic about what it has done in the past or about what it 
will do in the future. 

The question was asked by one of the members of this committee 
about the fact that so many of the Nobel prize winners were probably 
born in other lands. That is true to a certain extent, but those lands 
would not have brought out from them the greatness which this Gov- 
ernment and this great country brought from them. 

I ‘knew intimately Steinmetz, who was one of the wizards of the 
electrical world. He came here to the United States from Serbia, 
before Yugoslavia was created, with 5 cents in his pockets, and became 
one of the greatest electrical scientists of the country. Or take Tessler, 
who is the genius behind the alternating current and the induction 
motor and things of that sort. 

I know those people. If those people had remained in Serbia or 
Germany or some other country, they would have remained ordinary 
peasants. It is this country which brought out their greatness. This 
applies also to a great many of those physicists, chemists, and biologists 
Tike Dr. Mueller. If they had remained in the old country they would 
not have produced so much. 

I think it is gratifying that this country has enough vision and 
wisdom to take stock of what has been accomplished not only in recent 
months. Let us not belittle our own accomplishments. t us try 
to do better tomorrow than we are doing today, and particularly than 
we did yesterday. In other words, we do not want complacency and 
self-satisfaction but, on the other hand, let us throw out our chests 
and realize that this country has been great for a long, long time 
and is bound to be great in any field in which it wants to be great. 

Mr. THomas. Dean, you are a remarkable man in more ways than 
one and we are honored to have you. 

Dr. Apams. May I make this one remark? I happen to have a com- 
ee of the important discoveries in science in this country for the 

ee years. I do not have it with me, but if you would be inter- 
este 

Mr. Tuomas. Sendittous. Dean Potter is going to send us one, too. 
We shall put them both in the record. 

(The article referred to is as follows:) 





SomME Top ScIENCE AND TECHNOLOGY EvENTs SINCE Wortp War II 


Synthesis of penicillin and vitamin A (chemistry 1946) 

Pilotless plane crossed Atlantic untouched by human hands (aeronautics, 1947) 
Streptomycin used successfully in tuberculosis treatment (medicine, 1947) 
Creation of mesons, subatomic particles, incyclotron (physics, 1948) 
Completion of the 200-inch telescope, world’s largest (astronomy, 1948) 
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Breaking of the sound barrier by jetplane (aeronautics, 1948) 

earety and production of antibiotics, aureomycin and polymyxin (medicine, 
1948) 

Saeee 2 of “low-temperature” rubber, suprior to natural rubber (chemistry, 

8 

Cortisone and ACTH hormones for treatment of arthritis (medicine, 1949) 

Use of antiallergy drugs to relieve cold symptoms (medicine, 1949) 

Use of dramamine to relive nausea, sea, and airsickness (medicine, 1949) 

Nonstop round-the-world flight of Army bomber in 94 hours (aeronautics, 1949) 

Radio carbon dating of archeological objects (chemsitry, 1950) 

Creation of elements 97 and 98, berkelium and californium (chemistry, 1950) 

Commercial broadcasting of color television (engineering, 1950) 

Quantity production of first United States guided-missile weapon, the Matador 
(aeronautics, 1951) 

Use of atomic bombs in artillery and guided missiles (military, 1951) 

Development of electroluminescence, light production from glowing surfaces 
(electricity, 1951) 

Use of antibiotics and vitamin B—12 to promote poultry and pig growth (agricul- 
ture, 1951) 

Successful testing of hydrogen bomb or thermonuclear weapon (military, 1952) 

Use of isoniazid in the treatment of tuberculosis (medicine, 1952) 

Development of antimalarial drug, Daraprim (medicine, 1952) 

Formula for DNA (desoxyribonucleic acid) essential living cell chemical (@hem- 
istry, 1953) 

Development of vaccine against all three types of polio (Medicine 1953) 

ee of TV programs in color and black and white (Engineering 
1953) 

Development of solar batteries for turning sunlight into electricity (Electricity 
1954) ‘ 

Mass trials of polio vaccine on 1,500,000 schoolchildren (Medicine 1954) 

Pogo fighter plane that takes off straight up and lands tail first (Aeronautics 
1954) 

Reconstitution of infective virus from its parts (Medicine 1955) 

Wasp waisting airplane fuselages gave 25 percent more supersonic speed 
(Aeronautics 1955) 

Creation of the antiproton in world’s largest atomic accelerator (Physics 1955) 

Synthetic manufacture of real diamonds by high pressure and temperature 
(Chemistry 1955) 

First regular use of electronic compute for weather forecasting (Meteorology 
1955) 

U. 8S. S. Nautilus, first atomic submarine, cruised 25,000 miles without refuel- 
ing (Military 1955) 

Discovery of antineutron and confirmation of neutrino (Physics 1956) 

Discovery of glial cell as site of nervous system hit by multiple sclerosis 
(Medicine 1956) 

Production of hybrid virus by crossing two viruses (Biology 1956) 

Demonstration of device to add sight to telephone’s sound (Engineering 1956) 

Blunt nose for missiles allowing safe reentry into earth’s atmosphere (Aero- 
nautics 1956) 

Reversal of previously accepted conservation of parity (Physics 1957) 

Addition of chemical element 102, nobelium, to periodic table (Chemistry 1957) 

Development of chemical memory device (Chemistry 1957) 

Cruise of U. S. S. Nautilus atomic submarine under arctic ice sheet (Military 
1957 ) 

Sun photographs from high altitude ballon giving solar surface details (As- 
tronomy 1957) 

Successful use of vaccine against worldwide Asian flu (Medicine 1957) 


Dr. WatrermMAN. Dr. Whitaker. 


IMPORTANCE OF BASIC SCIENTIFIC RESEARCH 


Dr. Wurraker. I would like just to say that I thoroughly agree 
with the views which have been stated so eloquently already. The 
support of basic research is the most important fundamental activity 
of the Science Foundation, and education is next. 
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We do have a very excellent program on both fronts and we are 
making good progress. All we need is more support. 

Mr. Tuomas. That is very much to the point. I guess we got the 
point. 


Dr. Waterman. 

Dr. Waterman. The next member of the Board, Mr. Chairman, is 
last but very definitely not least. You know, mathematics has been 
called the queen of the sciences, and Dr. McShane represents mathe- 
maties. 

Mr. Tuomas. Go ahead, Doctor. We are delighted to have you. 
Did you bring a blackboard or anything with you! You are not going 
to put any formulas up there, are you ? 


NEED FOR ESTABLISHING PROPER FOUNDATION FOR EDUCATIONAL PROGRAM 


Dr. McSuane. I happen to have had a little experience with the 
intermediate education in Europe, and I came to the conclusion, to 
oversimplify it, that there are two problems in education and no 
country has solved both of them—the problem of giving the most 
education to those who can absorb a great deal, and the problem of 
spreading education widely so as to have a reasonably well-educated 
population as a whole. 

We have done very nicely with the latter and badly with the former. 
The European countrjes have done very nicely the other way around. 

As Dr. Adams mentioned, in the case of the Russians they are 
treated almost like counters which can be moved here and there. 
The chap who does not make the grade or gets into the university 
does not flunk out of the university, but he simply flunks before he 
gets there and his fate issealed. This is true through most of Western 
Europe. 

It a to me instead of making it just two extremes, you might 
say that Western European countries and the United States have 
been rather extreme in handling a problem which should not be taken 
as merely the extremes. If we think of it as trying to give to each 
person as much education as he can profitably absorb, then it is a 
sort of measuring of each individual, as is the matter of cutting off 
a part of the population because they cannot meet exeremely high 
standards or the matter of cutting off many people from an education 
simply because the education is cut down to the level of an average. 
The latter sounds democratic, but it is not. It is certainly as undemo- 
cratic as it would be to make everybody walk because some people 
cannot pass a driver's license test. 

We think of the work of the National Science Foundation at the 
extreme upper end, giving to many people the opportunities that they 
might otherwise miss to go from a high point to a higher point. 
Now, of course, the Foundation has become interested also in the 
matter of reaching down and building a foundation. After all, you 
cannot stand on a cloud. 

Mr. THomas. Now you put your finger on it. 

Dr. McSuane. You have to stand on the ground. I think the mat- 
ter of —se a sound scientific program for the country for the fu- 
ture involves building from the ground up and not cutting off by an 
arbitrary rule at every level, but trying to make it flexible so we do 
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not lose the good people and especially do not lose those a little below 
the best, either by the European method of turning them out into the 
cold or by the pseudodemocratic method of denying them an educa- 
tion by cutting the education down to fit the multitude. 

Mr. Tuomas. You are a very practical man. I presume that goes 
with your profession, mathematics. I am afraid you are too accurate. 

Dr. Waterman. You have now heard, Mr. Chairman and gentle- 
men, all the members of the Board expressing their own ideas. 

Mr. Tuomas. Let me ask the members of the committee if they wish 
to ask questions of these gentlemen. We are more or less rushed here, 
both the committee and the ladies and gentlemen of the Board. Do the 
members of the committee wish to ask these distinguished gentlemen 
some questions ? 

Mr. Yares. I certainly would like to ask some questions of the mem- 
bers of the Board, but I do not want to stop our other friends from 
giving this committee the benefit of new ideas by asking questions 
myself. 

Mr. Txromas. I think now they have all favored us with a few re- 
marks. Maybe they would prefer some questions. Go ahead Mr. 
Yates. 


CONSIDERATIONS AFFECTING NATIONAL APPROACH TO SCIENCE 


Mr. Yates. May I ask them about the article of a scientist whose 
opinion I respect very highly, Dr. Lloyd V. Berkner, who has this 
month in the Atlantic written an article entitled “Wanted—A Na- 
tional Science Policy.” This hits the members of this committee hard 
because we like to believe that we were working quite well with the 
National Science Foundation in establishing a national science policy. 

Mr. Jonas. Mr. Yates, the first stated purpose of the National 
ae Foundation is to develop and encourage pursuit of a national 
policy. 

Mr. Yates. I am sure Dr. Berkner would not want to criticize the 
National Science Foundation. Rather, I am sure he would strongly 
support it. I think the principal point made in the article is one 
which has been addressed to our military strength in previous years, 
that is that we have too many peaks and valleys. We proceed on a 
low level of support and then some incident like sputnik comes along 
and immediately we are then going to rise to a peak. When we have 
accomplished a certain level that we set out to gain, then with a return 
to what I think is a habitual American complacency or confidence, we 
decide we can go back to relaxing again. 

Mr. Tomas. Is Dr. Berkner in town? 

Dr. Waterman. I do not know. He is not a member of our board, 
of course. 

Dr. Bronx. He is in New York. I talked to him on the telephone 
5 minutes before I came down. 

Mr. Yates. You gentlemen are on the National Science Foundation 
Board. I have underlined certain statements that he makes, and I 
would like to find out whether or not you agree with some of them. 

He compliments the World War II Office of Scientific Research and 
Development, but then he says: 

But on the whole, the American research approach has been unimaginative, con- 


trolled largely by fiscal agents of the Federal Government using methods and 
criteria which have been extraordinarily frustrating. 
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Is this true? Are you chaps on the National Science Foundation 
Board being hamstrung or prevented from carrying on your function 
either by the Congress or by the Bureau of the Budget? Is there some- 
thing that we ought to be doing to help you other than reading your 
justifications and listening to your testimony and granting you the 
funds you seek? How do you feel about this? 

Dr. Goutp. Could I say one thing. I haveto leave. I know Lloyd 
Berkner very well and I have great respect for him. 

Mr. Tuomas. As a matter of fact, he wore out that chair over there. 

Dr. Gouxp. Implicit in his subject is oversimplification. That is 
all I wanted to say. 

Mr. Tuomas. Come back and see us, Doctor. We are always de- 
lighted and honored to have you with us. 

Dr. WarermMan. May I answer that question, Mr. Chairman. We 
of course know Dr. Berkner very well, and he has discussed these 
things many times. I am sure this committee knows pretty well, too, 
the philosophy of the National Science Foundation in this connection. 
In the foreword of our seventh annual report, which I believe has just 
reached you, I go into some of these matters of policy and how things 
stand at the moment. 

I think really what is at the bottom of this worry is that until 
recently the country as a whole, the people at large, have not appre- 
ciated the real importance of science, especially in its basic aspects, 
and the importance of it in the training of our citizens to be sure that 
we can identify and encourage people to go into science, so we have 
the men as well as the tools to do the job. 

This message somehow we have not gotten across. I think unless 
this is done it is very hard for the things to be accomplished that Dr. 
Berkner is speaking about. 

I am sure this committee knows pretty well our ideas about this. 
In the first place, the Government is supporting science. Second, 
how does it do it? It supports the best research men it can find as 
judged by their colleagues who are experts in the same field. It also 
pays special attention to important areas of science. 

That can take one of several forms. If one is talking about pure 
science, then one is talking about the areas that seem highly signifi- 
cant to the scientists for their own work and progress in understand- 
ing their field. 

The second point of view is whether the science in a certain area 
is basic to some development such as industry might make or Defense 
might make. Those are taken care of in the Federal Government 
largely by the agencies which have those specific missions, like Health, 
Education, and Welfare on medical matters, for example, Defense on 
military weapons and devices, and so on. 

There is the same interest on the part of industry in the science 
which underlies what they are trying to do so they can compete 
successfully with the developments that they have put into produc- 
tion. It is a different point of view slightly, but it must be taken into 
account. 

There is still a third rather broad way of looking at it; namely, 
that there are certain broad human needs which are well known 
and all mankind feels them and every country feels them. Science 
has to be developed in those areas. It has to begin with the basic 
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side, the pure research side. Such things are whether it would be 

ible to manufacture food in the long run for the human race 
instead of depending on nature; the use of solar energy, for example, 
to assist us in making better use of nature; the provision of water 
une way or another, whether to purify sea water or whether to stimu- 
late the clouds to see if they can produce more. These are very broad 
human needs. 

Until one can see how to accomplish these in any practical way, 
all these belong in the area of science to see what one can do funda- 
mentally to understand these processes of nature and to make better 
use of them. This, it seems to me, too, is a function that science must 
perform and one that we in the Foundation are paying attention to. 

All this, of course, is in support of research now, but in order to 
have successful research one must have highly trained people. When 
we look around the country we find we can do a lot better there. So 
in the National Science Foundation we are trying to see what we 
can do to improve the quality of the training of the people who have 
aptitude in science and what we can do to encourage them to go into 
those careers, and to make sure that when they do vera & get a well- 
rounded training and can be available as soon as possible. 

Mr. Yares. I am sure Dr. Berkner would not disagree with your 
fundamental objective. I do not think, however, that you have not 
spoken directly to the question which I addressed to the group, which 
is whether or not— 


your research support is being controlled largely by fiscal agents who are using 
methods and criteria which are frustrating. 


And Dr. Berkner makes this statement : 


Our national science policy must remove control of research from officials 
ignorant of objectives and methods. The overall objective should be in the 
hands of administrators who can apply reasonable restraint and support to 
assure continuity. 

How about this statement ? 

How can the work of the National Science Foundation be improved ? 
Are there suggestions that you have made or are making of ways by 
which this can be done? 


ROLE OF THE NATIONAL SCIENCE BOARD AND FOUNDATION 


Dr. Gross. May I comment on that # 

Mr. Yates. You certainly may, Dr. Gross. 

Dr. Gross. I think Dr. Gould’s remarks must be taken seriously. He 
is acquainted with Dr. Berkner. This is not derogatory of him. He is 
a very able gentleman. I think his reference to OSRD does have sig- 
nificance in the context of your comments. 

This was an enterprise which was urgently needed during the war. 
There was in its procedures and administration great latitude and great 
eagerness to get the job done and go ahead. This may be unfair to 
Dr. Berkner, but I think he is the product of that kind of background. 
As we came out of that period this was a great subject of discussion in 
the formation of the Foundation, whether there should be an analogous 
type of body which would be all controlling, let us say. 

I think I speak for myself, and perhaps some of the Board members 
share the opinion that in many discussions of policy we have felt that 
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our function was not to control science but to lead it, and there is a very 
great difference. In my own competence—I will not speak for the other 
Board members—the National Science Board as scientists would need 
to have more technical and scientific guidance, if we were to direct 
rather than to lead. So we have attempted to develop a policy, and very 
ably, under Dr. Waterman—I give him great credit. 

Mr. Yares. Of course, that should be our function, too, not to control 
science, but to foster and to help it. 

Dr. Gross. Exactly. We are greatly concerned that we are not ac- 
cused—it is not for being accused that I say this, but that we are not 
put in the position of masterminding science in the sense that we would 
say “this has to be done” and “this has to be done,” and so on. 

I believe that the procedures we have followed may lack coherence, 
may lack directness, and this may be the basis of the criticisms of Dr. 
Berkner. We have a huge university system, as Dr. Adams pointed 
out, with a great variety of structures. Conditions which fit one situa- 
tion do not fit another. We have our defense agencies, the Department 
of Commerce, the Bureau of Standards, which have different problems. 
And for any one board such as this or for the Federal Government to 
set a uniform policy that would be applicable to all, I think is beyond 
our wisdom, to be quite frank about it. 

However, I believe that we have been very effective and the staff de- 
serves great credit, as does Dr. Bronk, in leading and hearing and 
bringing to the surface the needs of these various scientific activities 
without attempting to say “You shall do this or that.” Temperamen- 
tally, I think Dr. Berkner would like it to work the other way. He 
is a very effective man. Don’t misunderstand me. But this is a point 
that I have sensed on the Board through these years, and I think it is 
a very important one. 


LONG-RANGE REQUIREMENTS FOR SCIENCE SUPPORT 


Mr. Yates. I appreciate that very excellent answer, Dr. Gross. 

I have just one more question, Mr. Chairman. 

Dr. Bronx. Could I add to the answer. I think your question has 
not been answered, 

Mr. Yares. I do not think it has yet, but I want to put one more 
point and then I would like to have your answer, because yours is an 
opinion I respect very greatly, too. 

It seems to me that we are on the threshold of a new day for science. 
If ever there were a favorable time for the development of science and 
scientific education, this is it. The American people want progress 
and want it now. Congress must go along. It will do what the 
American people want done, because certainly this should be done. 

You have requested in your budget approximately $140 million, as 
I remember it, which is a rather significant increase over last year’s 
budget. It is a very significant increase over your first budget for 
1951. I have the feeling that this budget will be the forerunner of 
much greater increases in years to come, as we move more and more 
toward greater scientific progress. Asa matter of fact, a letter which 
I just received from a professor of chemistry of the University of 
Pennsylvania states that on the basis of mathematical calculations 
which he worked out, the Government should be allocating approxi- 
mately $8 billion for scientific research in this country. 
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I have in mind what my good friend, Dr. McLaughlin, says about 
holding it down a little bit until we know quite where we are going 
with our pilot plant. Nevertheless, I think the tendency, Dr. Mc- 
Laughlin, will be to push for greater appropriations. 

Dr. McLaveutin. I am not opposed to that, but just wisdom in 
spending it. 

Mr. Yates. Who is to say who or what is wise ? 

The National Science Foundation made an evaluation of its own 
work in this book which was published last January. The thought 
occurred to me that this is a good time to obtain a basic appraisal of 
the path the NSF is following by addressing a communication to mem- 
bers of the National Academy of Sciences, also to other outstanding 
authorities in the field of science and education throughout the coun- 
try, people who are not members of the Science Foundation, in an 
effort to find out what the National Science Foundation should do. 

Now I would like to have your comment, Dr. Bronk. 

Dr. Bronx. With regard to the last question first, Mr. Yates, I 
would say we are continually assessing the situation. Last night at 
half past 12 I was discussing with Dr. Gould and others who are very 
active and keenly interested in Antarctic exploration and the study 
of the Antarctic as to how we are to get the money to keep that going. 
It has been supported under the IGY program. 

Dr. Berkner is the chairman of a committee I appointed to study 
the whole problem of meteorology. He phoned me to find out when I 
could go over the whole report, which they have just about completed, 
about what should be our policy in the area of meteorology. These 
are continually going forward. The information is available but it 
must continue to be reassessed and restudied, where we are going and 
what we should do. 

You were asking what you and your colleagues on the committee 
can do. I would be less than honest if I did not say that I have been 
disappointed when you have not each year given us all we wanted; 
but I would also be less than reasonable if I did not realize that you 
cannot give everybody all they ask for. I thought that the National 
Science Foundation needed all of its appropriation and more than 
we were even permitted to ask you for as compared with certain other 
needs, but I recognize that you are the elected representatives of the 
American people and you cannot go more than a certain distance 
ahead of the people. 

For instance, this remark of Charlie Price, professor of industry of 
the University of Pennsylvania, who wrote and asked for $8 billion. 
I can tell you this about the University of Pennsylvania, of which I 
am a trustee. It needs a lot more support from the people in Phila- 
delphia, and why don’t they get more? For one thing, they do not 
have adequate leadership. Charlie Price came to me when I was 
chairman of the committee responsible for the physical and biological 
sciences of the University of Pennsylvania and asked whether I would 
support his request for a couple of hundred thousand dollars to re- 
furbish one of the poorest chemistry laboratories in the country. I 
said, “I will not. Unless you ask for $2 million to build a new lab- 
oratory, I won’t support you at all.” He said, “This can’t be done.” 
I said, “The heck it can’t.” The result is they have gotten from pri- 
vate sources a million dollars. 
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I know Dr. Adams would agree that they should have said, “We 
won’t spent the million until we get another million,” because that 
is what they needed. 


NECESSITY FOR PUBLIC SUPPORT OF NATIONAL SCIENTIFIC EFFORT 


What I am trying to say is that we need your support, but I recog- 
nize that you need the support of the American people. You and 
we together, I think, can arouse the spirit. I think it has been 
aroused by the Russians. I was decrying the fact that they did not 
let us arouse it. 

Take, for instance, the city of Philadelphia, where Charlie Price 
has his laboratory. There was a certain young lady of Philadelphia 
who became engaged to a rather distinguished international figure. 
There was much more space devoted to her engagement and _sub- 
sequent marriage than there was to all of science in the Philadelphia 
papers during the year in which Grace Kelly was engaged. 

Grace Kelly is a wonderful girl. I am delighted to see her get all 
the publicity she can. But the thing that I regret is that in the city 
of Benjamin Franklin, the first great scientist of this country, the 
papers will not give as much attention to an important element of 
American life as they do to just a personal incident of that sort. 

Mr. Yates. Maybe lightning will strike again in Philadelphia for 
some of Franklin’s descendants. 

Dr. Bronx. There was a friend of mine elected a fellow of the 
Royal Society some few years ago, Newton Richards, who had been 
Vannevar Bush’s deputy for medical sciences during the war. When 
he was elected a member of the Royal Society of London, that was 
the first time that a Philadelphian had been elected to that society 
since Benjamin Franklin. He got one-half inch in the Philadelphia 
eee in the Bulletin. I cannot remember the Philadelphia Inquirer. 

fay it give him 2 inches. 

This is the inadequate realization of the part that science plays in 
American life. I do not blame the people. I do not blame ourselves 
entirely, but I do some. I do not blame you entirely, but some. I 
think we all need to work together. 

Mr. Yates. There are some things that are wrong. I do not know 
whether you happened to see a television program 2 or 3 weeks ago 
about the image that many of the high-school students have in mind 
of scientists. This was a group in California who were asked the 
question as to whether they were going into science. They said “No.” 
Why? They said “because scientists have horns and tails and they 
are fuzzy-minded people.” They want no part of it. 

What courses were they taking? Some of the boys on the football 
team were taking courses in home cooking or some equally innocuous 
course. 

Your profession needs to do something in order to attract more of 
of our American youth to your ranks. There is something wron 
somewhere along the line. Where does the answer lie, Dr. Bronk? 

Dr. Bronx. I think it lies in all of us. I think we need a national— 
not an awakening, because we are not a sleepy people, but I think 
we need a revitalization. Just as we all occasionally need a new suit 
of clothes or a new haircut and a new shave, so I think occasionally 
we as a nation need to reassess ourselves and pull ourselves together. 
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Mr. Tuomas. The Russians have given us that and it has not cost 
us a dime so far, so we ought to be very grateful to them and ought 
not to feel too badly. 


FOUNDATION SUPPORT OF BASIC RESEARCH 


Mr. Evins. I rather judge that Dr. Bronk and others do not wish 
to lay the blame at the doorsteps of the Budget Bureau. They want 
probably to blame themselves in part and the Congress in part and 
others, but not the Budget Bureau. 

I am concerned with a statement in your budget justification that 

you consider it desirable to have sufficient funds to support 75 percent 
of the requests you receive. That is your objective. That is what 
you hold out—what you hope to do—you hope you can supply at 
least 75 percent of their requests. At the present time your budget 
permits support of only 19 percent of your requests. Your budget 
for 1959 would supply only 40 percent of your requests. Then this 
statement appears: 
Because of the critical importance of holding Federal expenditures to mini- 
mum levels consonant with program effectiveness, the Foundation is not re- 
questing funds this year for the level of support which we consider desirable— 
three-quarters of our needs. Somebody has put that statement in 
your justification. Was it the National Science Foundation or was 
it the Budget Bureau? That is the very heart of your problem. 

That supplements what Mr. Yates has said, and it is in your own 
budget. You would like to support 75 percent of your requests, but 
a critical regulation or the freeze or overall Budget prohibits you from 
doing so. Now you are supplying only about 19 percent of your 
requests. 

Dr. Humpnrey. We want to grow into it. 

Dr. WarerMAN. This is not a thing one would go to in one jump. 
We should take it by degrees. We figure the jump we are now taking 

_is a legitimate one in terms of our capabilities and in terms of the 
need. 

Dr. McLaveuuin. Should we not add, too, that is 75 percent of the 
requests that we regard as worthy. 

Dr. Waterman. That is really the picture; yes. We do get pro- 
posals which we cannot consider and they are thrown out, but the 
goal is the ones that we would like to support because of their scientific 
merit. 

Mr. Evtns. My observation of your budget ties in with what Mr. 
Yates, my colleague, said earlier, reading the statements from Dr. 
Berkner pointing up the need for acceleration of your activities and 
programs. 

Dr. Gross. I think the problem to which you refer is a very difficult 
one, that is, continuity of support and some degree of forward funding. 
This specific budget problem that I am referring to is in the best 
hands, the most desirable way to get science research forward. I do 
not say it should be in everyone’s hands, but if you take the key people 
there is no question about their competence. You get far greater 
productivity if they have reasonable assurance of continued support 
over a 3-, 4-, or 5-year period. This is a problem to which I cannot 
give the answer. 
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Perhaps you gentlemen have some answer, but this is a problem 
which I think is real, and we have been striving to work toward this. 
This is partly related to the framework of Government and to the 
budget process. Many of the things that I think one can envisage 
would be desirable to do, require long planning ahead. Many of the 
wastes of money could be avoided if we had assurance not that the 
money was going to be spent but if the plans are sound when made 
and reach maturity. 


This is a different point of view from saying you are going to spend 
the money. 


FOUNDATION ESTIMATES FOR FISCAL YEAR 1959 


Mr. Evins. Doctor, this committee is certainly concerned with the 
amount. of money that it has to appropriate and is called upon to 
appropriate. We have observed in the past that your agency has 
oe like Topsy, very fast, and your budget is mounting. Even 
ast year it was one of the largest ever. The President in his state 
of the Union message specifically singled out the National Science 
Foundation and said its budget should be doubled. 

This committee is interested in getting advice as to whom it should 
follow—the President, the Budget Bureau, the National Science 
Foundation, or press reports. We want some clarification and light 
as to where our true responsibility lies. 

Dr. Waterman. The basic research part of our budget this year 
has been more than doubled, from about $16 million to $40 million in 
the coming year. 

Mr. Evins. Does the President mean double what you are submit- 
ting, or double what it was last year ? 

r. Waterman. The entire budget is also more than double, from 
$40 million to $140 million. The entire budget, I think, is what he 
had in mind. 

Mr. Evins. Would you care to tell the committee how much you 
asked. of the Bureau of the Budget ? 

r. WxrerMan. This took place in discussion form, really. What 
happened was that we turned in a budget of $147.7 million overall; 
and then the question was raised, would we pay attention especially 
to the training of scientists, and would we sale another look at that, 
which we did. 

That resulted then in looking over the possibilities of a very sub- 
stantial increase in that part of the budget itself. Then we had some 
very thorough discussions with the Office of Education to see what 
they were doing, and compared notes. The Bureau of the Budget 
and White House representatives were involved in these discussions. 

As a result of that, it came out that the two programs could com- 
plement each other properly. Ours went to $79.7 million in that par- 
ticular area, and then the Office of Education would complement that 
ao in their own way with their particular contacts and their 

eld of competence in the overall educational system, to result in a 
mutually satisfactory program. 

Then, after further discussion, on top of that amount was placed part 
of the $147.7 million which we had initially included for other pur- 
poses than science training. That resulted in our being given the final 
figure of $140 million. 
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Mr. Evins. Doctor, do I understand that you are satisfied that the 
Foundation is getting all the funds that you need at preeeeat, particu- 
larly in view of your tentative policy on commitments ? 

Dr. Gross. I would not make that statement, just speaking for 
myself now. Iam not speaking for the Board. 

Mr. Yates. What statement would you make? 

Dr. Gross. I do not believe that is correct. I think the matter of 
accelerators is a very acute problem. The Russians have accelerated 
far beyond anything we have in an important field. 

Mr. Yares. Is that not coming out of the Atomic Energy budget? 

Dr. Gross. There are 2 accelerators on the drawing boards, 1 of 
them beyond the drawing board, which are not being funded now. 

Mr. Yates. Should not a request for that come from Atomic En- 
orgy rather than from National Science Foundation ? 

r. Gross. We rather strongly felt in recent discussions that this 
may be a matter which hoot not be entirely left to the Atomic 
Energy Commission, not that there is any doubt that it is their func- 
tion, don’t misunderstand me, but this is an area of nuclear physics 
which needs a wider space than the programatic objectives of the 
Atomic Energy Commission. 

Mr. Tuomas. I think you have a point there. 

Dr. Gross. That is the only statement I have to make in that con- 
nection, but I think it is a crucial one in our thinking. There are 
whole areas of physics which may be excluded. 

Mr. Evtns. As one member, I think the entire committee is inter- 
ested in knowing just what the Foundation can economically use and 
properly use and needs. We are trying to arrive at a proper and 
satisfactory figure. 

Dr. Humeurey. The biggest problem, to me, is the question of 
training teachers. We are asking for more money in this particular 
field, education in the sciences, than in any other division. That 
has been increased by five times. But that is all we can spend, eco- 
nomically, in that particular field. That is where our big problem 
lies. The other problem, of course, is the one that Dr. Grees men- 
tioned. 

Dr. Gross. I think we are in agreement on the point of the educa- 
tional needs. I think we have belabored that enough, and I do not 
think you gentlemen need convincing on it. The question of where 
this country goes in major enterprises in science—and sputnik is of 
this nature; I am not saying it is a fundamental job, but the whole 
space matter and the whole matter of high-energy physics is such 
a matter—this sort of thing is impossible for a university or private 
enterprise in this day and time to fund. 


NATIONAL EXPENDITURES FOR SCIENTIFIC RESEARCH 


Mr. Evrns. One more observation, Mr. Chairman. After the Soviet 
satellites, the President went on the air and made a series of radio 
and television broadcasts to reassure the country, in pep talks. I 
heard him say that we are expending some $5 billion a year for re- 
search. My impression is that the greater portion of that $5 billion 
we are spending for research is for industrial research and grants 
to industry, and not for basic research or pure research in science. 
In other words, industry is benefitting greatly from grants for indus- 
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trial research—but we, as a Nation, are not forging ahead in basic 
scientific research. 

Dr. Waterman. That is quite correct. 

Mr. Evins. He gave the impression to the country that we are 
spending $5 billion for research without breaking it down as to the 
small amount that is probably being spent for basic or scientific 
research as against the grants to industry for industrial research. 

Dr. Waterman. That is a very good point. Of course, it is in the 
ee of science, the developmental work, that the big money 

as to go. 

Mr. Tomas. The figure you used last year was $250 million for 
pure research ? 

Dr. WaterMAN. Less than that. 

Dr. McLaventrn. Those great grants are not primarily to indus- 
try. They are to Armed Forces, Defense, and other branches of Gov- 
ernment. Industry is paying, to a very large extent, for its own 
research. 

Mr. Yates. I am a little disturbed about the state of the record in 
view of Dr. Gross’ answer. I still don’t know whether the doctor 
meant that he was not satisfied with the budget that has been sub- 
mitted to this committee or whether he thought that budget should be 
greater. 

Dr. Gross. I will speak as an individual, because some of the Board 
may disagree with me. 

Mr. Yares. You are speaking as an individual. 

Dr. Gross. I am not satisfied that this is the level of support. Edu- 
cational support, I think, has been thought through thoroughly, and 
I think a wise statement of how much our staff can do, how quickly 
we can move into a developmental problem, as was pointed out. 

Mr. Tuomas. Doctor, we are not going to disagree with you on any- 
thing yousay. Weall admire you too much. It has been stated here 
about a half dozen times, and I think it is pretty fundamental, that, 
after all, dollars and cents are not going to os the exclusive answer to 
our ailment. 

Frankly, I am one who does not think our ailments are too severe or 
too many, compared to some other countries. The dean is really a good 
tonic. Takeitslow. Take it easy in the Foundation. The only rea- 
son you are in here this afternoon is we all have a healthy regard and 
admiration for you. You have really crawled. You have not run in 
the 5 years you have been in existence. Our distinguished engineer 

ut a haan ona very good point. You have spent your money wisely. 
ou have planned, and pockian where you are going now. 

Let us take this thing reasonably easy for another 2 years. I refer 
to this big program you have started on. Let us be sure to make this 
one work. You are not in the minor leagues now. You are above 
$100 million, and when you get above $100 million, in anybody’s books, 
you are in the big league. 

Let us not make too many mistakes. Our distinguished New 
Mexico scientist said we are going to make some mistakes. I think 
weare. You will doa lot more good than the mistakes you will make. 
The man who does not make mistakes is a man who does not accom- 
plish much. 
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Go on and make some. Every mistake you will make, you will 
accomplish nine times as much. The point is, if you do not make 
mistakes it is that you do not try. Let us take your big program 
and trim it down. We are not going with you all the way down 
the line on your program. We are going with you as far as we can. 
We will give you a lot of money. As a matter of fact, I imagine 
the committee is going to give you a whole lot more money than 3 you 
want, in some fields. 

They may cut you down some in some others, but when you get 
through you will have a lot of money. 

We have no fear that you are going to remain static. You grow, 
but grow sensibly like you have in the past. You are not going to 
have much room to squabble with this committee, I will tell you that. 

Dr. Gross. I have no squabble with the committee. 

Dr. Asrerte. May I ask a question? I mean this in all sincerity, 
because we spend a lot of time in the National Science Board thinking 
about problems, where we should know what we are doing, et cetera. 
What do you think should be a national science policy? What is in 
your mind when you talk about it ? 


NATIONAL SCIENCE FOUNDATION ACT OF 1950 


Mr. Tuomas. I have read and reread your basic act 99 times. The 
first time I read it, I said, “My goodness: it is not worth the paper 
it is written on.” Every time I read it | begin to think a whole lot 
more of it. Maybe if 1 read your act to you, Dr. Aberle, it might 
answer your question : 

The Foundation is authorized and directed to develop and encourage the 
pursuit of a national policy for the promotion of basic research and education 
in sciences. 

That is a pretty good sentence when you think about it. We do not 
give you any authority to take anybody and hammer them over the 
head. It does not give you authority to lay down any hard and fast 
policies ; does it? It means just what it says, “to loves and en- 
courage,” and when you encourage you lead. That is one. 

Two says: 

To initiate and support basic research in the mathematical, physical, et 
cetera, and other sciences by making contracts and other arrangements for the 
conduct of basic science research, and to appraise the impact of the research 
upon industrial development and upon the general welfare. 

In other words, you have some very broad general language, but the 
upshot of it is that you are in the position ‘of trying to lead and to 
lead through persuasion. You do not have the authority to go out 
and establish a laboratory and operate it yourself. You have author- 
ity to give some money to some very bright folks. We give you au- 
thority to pick them. We do not tell you whom to pick or how to 
pick them. You have some authority to grant money to educational 
institutions for facilities. Generally, I cannot criticize your policy. 
You asked me a direct question. I will try to give you a direct an- 
swer. I think you have done a fine job. At times, maybe we thought 
you wanted to go a little too fast. Maybe we were wrong in not tak- 
ing the bridle ‘off of you, so to speak, but after all, in your 5 or 6 
years of existence, I think you have done a grand job. 





251 


I do not know how you could have improved on it. I hope the next 
10 years will even be Scieien and I think it will be. I think you have 
your feet on the ground and are levelheaded folks. 

Mr. Yates. Of course, that was one of the reasons I asked the 
question of Dr. Bronk, as to whether or not the appraisal of what the 
Science Foundation has made of itself should not also properly be 
made by educators and scientists in the field who are not on the Board 
and are in a position to evaluate what you have done. 

As a Congressman, I know, speaking for myself, and I am sure the 
other members of the committee agree, we want to help you so that 
our Nation and our people will be benefited. I do not know whether 
we know enough to answer your question. I do not know that 1 
know enough to answer your question. I feel you have done a pretty 
good job, but I believe that the opinion of those who are more fa- 
miliar with the field who are in science, should be sought, too. 

Dr. McLaveuttn. Apropos of my other remarks, I want to point” 
out that when you go from the pilot mill stage to an operating mill 
stage, it takes a lot of money. 

Mr. Tuomas. We have found that out. 

Mr. Yares. A very important point. 


PROBLEMS IN FORMULATING NATIONAL SCIENCE POLICY 


Mr. Botanp. The last few minutes, I think, resolved some questions 
in my mind as to what the national policy of this Board should be. 
Under the statute, as Mr. Thomas read it, it does resolve upon the 
shoulders of this agency to develop a policy i in basic research and in 
aid of the sciences which in its judgment is the best for the Nation. 

The question that faces this committee and the Members of Congress 
is what is the best policy now. Should the policy be broadened, should 
it be extended, is it necessary that we establish an academy ‘of sciences 
such as West Point, Annapolis, and the Air Force Academy? Is it 
necessary that we set up a department of science and technology, as 
recommended by two distinguished Members of the Senate? 

Is this going to be the answer to all problems now facing us or is it 
better that this particular agency, which has some of the best minds in 
the Nation in the scientific field, extend a bit in the direction it is 
headed ? 

The agency started in 1951 with two-hundred-and-fifty-thousand- 
odd dollars. The estimate is now up to $140 million in this fiscal year 
of 1959 and perhaps we are headed in the right direction. What do 
we have to do to encourage a better understanding i in the scientific and 
technological fields, and how do we do it?’ Are we going to start, or 
is one way to start, as suggested by Dr. McLaughlin, to get away from 
the higher functions of this particular agency, to deal only with those 
in the graduate school, and not even in the high school as far as 
students are concerned? 

Should we go ahead and set up a national scholarship policy 
whereby we can encourage young people to go to high school, get into 
the sciences, pay them to go to college, or give them scholarships, or 
give something which is not now available to them? Ought we to 
make money available to the elementary schools? 

I have been saying in this committee, and also on the Atomic Energy 
Subcommittee on which I sit, that I think the problem reaches down 
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below the high schools, into the elementary schools, where we don’t 
have good teachers in mathematics and there is no love or yearning for 
the sciences. 

That is the place it should start. If you start it there you could 
build up a yearning for the sciences and mathematics, you could build 
up a desire to take those courses when they get to high school, instead 
of steering away from them as many high-school students do, if they 
are taught by good teachers, and they have to be good teachers. 

Should this agency make some sort of recommendation to pay 
mathematics and science teachers more so that we will have better 
teachers? There is no doubt about the fact it is a more difficult sub- 
ject to teach than the ordinary subject taught in the elementary 
schools. If we can get the right teacher to do the job the students 
will go along. 

If we do that we are increasing this desire to learn as they get into 
high school. Perhaps we can develop a better student. If we do, if 
we do not pay him but supply a ncvalerdaig to enable him to go on to 
a school of higher education, perhaps that is one of the answers to it. 
I think what Dr. Bronk and the other distinguished people here today 
have said is true. This will not be done overnight. It will take years 
to do it. I agree with my chairman when he says he does not believe 
we are as far behind as some people would lead us to believe. Is this 
policy of Dr. Berkner, for whom I have great respect, the policy you 
need? Do you need a crash program, or do you have to rearrange 
your thinking on a national policy for science, and if you do, how are 

ou going to do it? Will it be done by all these methods that the 
readline seekers are now talking about? 

What ought to be done? Are we proceeding in our kind of growth 
the way we ought to proceed, or perhaps we are not proceeding fast 
enough? ‘Those are my observations. 

Mr. Tuomas. He has more sense than any one man has use for hav- 
ing. Thank you, Mr. Boland. That is very much to the point. 


SCIENCE EDUCATION AT ELEMENTARY SCHOOL LEVEL 


Mr. Osterrac. I would. like to address myself to the entire Board 
and say that this discussion has been very interesting. Iam sure it is 
very enlightening. It is very heartening to me to realize and rec- 
ognize the attitude of this Board in this whole field of science par- 
ticularly in regard to educational aspects. 

It can be said that sputnik has aroused our thinking and our con- 
cern in the fields of education and science and security, but the ques- 
tion is, where do we go from here? And I might add, is education the 
basic source of our difficulty ? 

Dr. Waterman, do you feel, or does the Science Foundation feel that 
the Federal Government has a responsibility to deal directly with ele- 
mentary and secondary education as a real basis for scientific better- 
ment in this country ¢ 

Dr. WatErMAN. I will put it this way, Mr. Ostertag: That our duty 
as a Federal agency in the Federal Government should be to take care 
of the interests of the country in science, in our particular organiza- 
tion, and if we find that science needs attention anywhere along the 
line, it is our duty to see whether something can be done about it. 
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Now, whether the Federal Government does it or not, in the matter 
of elementary education, depends, it seems to me, on how much can 
be done locally by the communities. 

For example, if one were to try to picture what is the fastest way 
to improve the instruction, shall we say, in elementary and hig 
schools in the country, then the public-school system 1s the most 
universal area of need, and then the private schools, of course, are 
superimposed on that. If every parent felt that the instruction in 
the school where his children went really needed to be improved, they 
could get at the matter quicker than anyone else. The extent to which 
the people are convinced of this, makes it very much easier for the 
rest of us. But the important thing to bear in mind is that we must 
make our science strong, and our other professions in the educational 
system strong. 

That is a necessity, whether we have war or peace, so my way of 
thinking is the Federal Government should try to point the way 
through experimenting and pilot operations to the extent it is neces- 
sary to make sure that these things get done, and in the meantime 
encourage in every possible way the other methods which are char- 
acteristic of this country’s approach and finally stand behind the 
whole thing to be sure that it goes. 

It may turn out that the Federal Government will have to play a 
large part in this, but until we are certain that the proper part, the 
traditional part, cannot be played by other mediums, then it would be 
unfortunate to have the Federal Government try to do the whole job. 
I am sure Board members have a similar view on this. 

Mr. Ostertrac. Your Board and the National Science Foundation 
generally, as described by our chairman, has for its purpose the re- 
sponsibility in part to encourage the pursuit of a national policy with 
regard to research, education in the sciences. To what extent can you 
divorce or separate education and sciences from elementary and basic 
education generally ? 

Dr. WarTerMAN. I am sure the Board would agree with me on this, 
and they can be heard from independently. We feel that it is indeed 
very important that the aptitudes of all our citizens are developed, 
aa professionally, where higher education enters the picture. 

believe it was Dr. Gould and Dr. Bronk and others who have 
stressed that. Our share is to be sure that the science part of it is 
handled well and to date our findings are that science has not been 
handled as well as the others. It does need special attention. I be- 
lieve our program is a very strong way of trying to bring about some 
improvement here. 


INCREASED EMPHASIS ON TEACHER TRAINING 


Mr. Osrertac. In presenting your program this year, is it a part of 
the national policy to make your Foundation responsible for a sub- 
stantial increase in grants, subsidies and contributions? Is that a 
part of a new formula or policy with regard to dealing with this 
matter ? 

Dr. WATERMAN. It is really endorsing what we judge is an excellent 
way to proceed, to develop aptitudes for science we find in our boys and 
girls and at to improve the quality of instruction in science 
which we will need to train our future scientists. 
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Mr. Osrertac. In other words, you are asking for what might be 
termed five times more money for that purpose than heretofore re- 
quested ? 

Dr. WarerMAN. But this does not provide assistance or aid to the 
entire country, or to all people who are eligible. It is a highly selected 
froup here, as you can judge, I am sure, from the programs we have. 

hey are pilot operations which affect a significant part, we believe, 
of the teachers in the country, particularly we will say, and the grad- 
uate students, et cetera, so that they do have opportunity, then these 
can be noticed as real needs and can be picked up in other ways. 

Mr. Osrertac. Is that the principal direction in which you are aim- 
ing, in that you are concentrating on teaching and the training of 
teachers for the sciences ? 

Dr. Waterman. Yes. If one looks at it this way, I think it en- 
Seen That in the years coming up we know for certain that the 
colleges and universities are going to have enormous increases in en- 
rollment—doubled in 10 years. This means that one of the major 
problems that education has to face is handling sheer numbers. This 
means more teachers. 

On top of that we must insure that the people who have aptitudes 
for such things as science and other professions get really fine training, 
so that we can develop leaders as well, and people who can make real 
contributions to the Nation. Our program is designed to pay par- 
ticular attention to that latter class, because it does need, we feel very 
strongly, special attention in view of the mass problem that is con- 
fronting us. 


COORDINATION OF FEDERAL SCIENCE PROGRAMS 


Mr. Osrertac. Recently the President took steps to create a special 
position of Assistant to the President for Science Education, and 
made a most outstanding appointment by designating Dr. James 
Killian, president of Military Institute of Techonolgy. 

What relationship does Dr. Killian have to this question of policy, 
as compared with the Foundation? Is it a coordinated objective, 
where he is working with you and you people with him? Is there any 
association or relationship? Are there two different purposes and 
objectives ? 

Dr. WarerMaAN. It is fully coordinated, Mr. Ostertag. We know 
Dr. Killian, of course; I know him well and have for years. He is 
keeping very close touch with what our responsibilities are. Of course, 
his are broader. They do not cover only basic research, but science 
and technology, and cover the interests of the other agencies, and 
with special attention, of course, on the very acute problems that the 
country has in such matters as defense. 

Being an adviser to the President, he is in excellent position to see 
to it that he can contribute in the solving of vexing problems and 
priorities and matters of that sort. He visited the National Science 
Board at its last meeting. We have, of course, agreed to cooperate with 
him fully. He understands that the National Science Board and the 
Foundation have as their primary responsibility basic research and 
training in the sciences, and I am sure that in any area of that sort 
he will work very closely with us. 
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Also, I am a member of several of the panels that he has set up 
under his Science Advisory Committee, and in that way we have a 
more formal way of coordination. 

Mr. Osrertrag. Of course, in your justification, Dr. Waterman, it is 
pointed out that the Foundation is responsible for developing and 
encouraging pursuit of a national policy for the promotion of basic 
research and education in the sciences, and “for recommending to the 
President policies for strengthening the Nation’s scientific effort.” 

Is there any danger of conflict or duplication of efforts and policy 
as between the responsibility of Dr. Killian and the Science Founda- 
tion in this field ? 

Dr. WatrerMAN. There has been no indication of that at all. We 
cooperate fully whenever it gets into our territory. 

Mr. Osrertrag. I am sure there is no problem in that direction and 
that the programs and policies are well coordinated. 

Dr. WarerMAN. I am sure there is no danger. The work is very 
well coordinated and will continue to be. 


RUSSIAN SCIENTIFIC SATELLITE LAUNCHING 


Mr. Osrertrac. May I refer to the International Geophysical Year, 
in which you people were one of the prime agencies responsible for 
the operation of it insofar as the United States is concerned. That 
being a mutual scientific endeavor in which exchange of information 
was supposed to be available to all, did our representatives and the 
science world know anything about sputnik before sputnik actually 
was launched ¢ 

Dr. Waterman. There ,is no definite information. Of course, the 
Russians as early as the spring of 1955, I believe, announced in the 
papers they were working on this kind of thing. 

Mr. Osrertac. Was that not a part of a satellite project ? 

Dr. Waterman. That was in the early stages of planning of the 
IGY. In the official meetings of the IGY they said nothing about 
what they were doing until after we had made the announcement. 
Then they said nothing, but a year later announced that they were 
going to produce one. 

Mr. Jonas. The last time they were here, Dr. Berkner or someone 
made the statement that we had been promised their target date for 
the launching of their effort, and while he did not have it then, he 
expected to have it in 30 days. That is the point you are getting at. 
Did we ever get that ? 

Dr. WarerMANn. They did not announce their target date in advance. 
There was a meeting here at the National Academy of Sciences, at- 
tended by the representatives of the different nations concerned with 
rocket and satellite programs in the IGY. There were 3 Russian 
representatives at that meeting, and 1 of them announced that 
Russia would in the future try to put a satellite in orbit, and he stated 
the radio signals which it would send out. He gave no definite date, 
however. 

Dr. Joyce is here from our IGY program. He can confirm me in 
this. 

Dr. Joyce. That is correct. 

Mr. Osrerrac. The point I want to make is—— 
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Mr. Tuomas. We knew we had competition in that field; did we 
not / 

Mr. Osrerrac. Yes; and despite the fact that American scientists 

participated and applauded an opportunity to have an International 
Geophysical Year in which scientists generally all over the world 
would have an opportunity to work together with many nations par- 
ticipating, has it not been established that Russia does not work in a 
mutual vacuum, and despite the agreement of sharing and sharing 
alike, they really had no such intentions in this particular instance ? 

Dr. WaTerMAN. I have talked with various people about this, and I 
think what is fair to say is—and I have assurance about this—the 
Russians have lived strictly up to the terms of their agreements with 
us in the international program. They have not given us the same 
kind of advance information which we have given other nations, be- 
fore these were due officially, but they have kept to the agreements. 
That is my understanding. 

Am I right, Dr. Joyce? 

Dr. Joyce. That is correct. 

Mr. Jonas. May I read one sentence from Dr. Berkner’s testimony 
here on May 29? 

Perhaps there are two points that I should particularly mention. One is the 
fact that the Soviet Union at that time— 
and he was speaking then of the Barcelona Conference the previous 
September— 


announced its intention of launching an earth satellite. 


Dr. WatrerMAN. That is the one I referred to. 

Mr. Jonas. Dr. Berkner then continued : 

I have since been in communication with Professor Bardin who is head of the 
Soviet National Committee and he has advised me that the details of the Soviet 
program will be available to us shortly, but of perhaps special interest is the 
fact that at that time at Barcelona the Soviet Union decided to adopt the same 
standards for their satellite, which had already been adopted by the United 
States, so that the same ground apparatus can be used to observe the Soviet 
satellite or the United States satellite. 

Just what their launching schedule is, I do not know at the moment, but I hope 
to know more about this within the next 30 to 60 days. 

On the basis of subsequent events, was that an accurate statement of 
their agreements made at Barcelona concerning the use of the same 
ground apparatus ? 

Dr. WarrerMAN. Yes, but they did not do as they had said at Bar- 
celona ; namely, to adopt the same wavelength. 

Mr. Jonas. Why do you keep saying they lived up to all their agree- 
ments, then ? 

Dr. WaArerRMAN. Because in that respect they later gave us notice 
they were going to change the wavelength in accordance with the terms 
of the agreement. 

It is true they had said at Barcelona they would adopt the same 

radio wavelength as ours, but they did tell us in advance that they 
were going to “ch: ange. ‘That was in accordance with the agreement. 
I think Dr. Berkner heard some time later, but not about the launch- 
ing date. 

Mr. Yares. This was before they launched the satellite that they 
told you they were going to change it ? 

Dr. WatrerMAN. Yes. 
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Mr. Jonas. Professor Bardin did not live up to his promise to give 
him that information within 30 to 60 days. 

Dr. Waterman. I cannot speak of his correspondence to Dr. Berk- 
ner. I know Dr. Berkner has said that they have lived up to their 
agreements in terms of the dates when these things were due. 

Mr. Tuomas. Certainly the accurate statement we can all agree on 
is that we knew we had some competition and that they beat us to the 
punch. 

Mr. Osrerrac. Did you people realize the psychological effect of 
Russia’s successful launching of this project ? 

Dr. Waterman. In the hght of the way events turned out, ap- 
parently most people did not. 

Mr. Osrertac. The Foundation has a direct responsibility and as- 
sociation particularly with regard to this project; is that correct ? 

Dr. WarerMAN. Yes; we, together with the National Academy of 
Science, were responsible for the scientific program. 

Mr. Osrerrac. Had any thought or consideration been given to 
that aspect of the whole project ? 

Dr. WATERMAN. Yes, indeed. Of course, we were quite well aware, 
those of us who knew "the program, that, whoever got there with a 
satellite in orbit, this would be a very impressive performance. Of 
course, the difficulty was knowing when this might happen. 

Mr. Osrerrac. It was not supposed to happen until you reached 
the International Geophysical Year. Was the project not supposed 
to be realized during the year? 

Dr. Waterman. In IGY; yes. 

Mr. OstertaG. When did the IGY start ? 

Dr. WarerMAN. Last summer, July 1 

Mr. Ostertag. They launched the sputnik when ? 

Dr. Waterman. October 4. That was within the IGY. 

Mr. Osterrac. That is all, Mr. Chairman. 

Mr. Tuomas. A question was raised by our friend from New York 
about the appointment of Dr. Killian and the jurisdiction of this 
Board, and whether there is any conflict. Of course, this Board’s 
jurisdiction is purely statutory. ‘Tt is a creature of the Congress and 
its duties are set out by the Congress. 

As I understand, Dr. Killian is purely a Presidential appointee, 
serving at the pleasure of the President, and doing exactly no more 
and no less, other than what the President directs for his use and 
benefit as President. On those two bases I do not see much conflict. 

Mr. Jonas. He isan advisor; is he not? 

Mr. Tuomas. That is all. In other words, his duties are what 
the President on a day-to-day asks him to do. 

Mr. Jonas. He advises the President in his field just as the President 
has other advisers in other fields. 


EFFORT TO ENCOURAGE IMPROVEMENT IN SCIENCE EDUCATION AT THE 
STATE LEVEL 


Mr. Jonas. I wanted to ask Dr. Gross this because he is from North 
Carolina, and so am I. I want him to refresh my own recollection of 
what. our high-school requirements are for graduation. My recollec- 
tion is it is only 1 year of science and 2 years of mathematics out of a 
4-year period : is that correct ? 
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Dr. Gross. That is true on the average. Of course, there are varia- 
tions, as you know. 

Mr. Jonas. That is the minimum prescribed by the State school 
commission. 

Dr. Gross. Yes,sir. The minimum is that. 

Mr. Jonas. Local State boards may increase that. 

Dr. Gross. They do in Charlotte and some other places. 

Mr. Jonas. That is the minimum. That adds up to the 16 units 
required for graduation. 

Has the Foundation in pursuance of its directives to encourage a 
national policy—and I have been studying this act myself, too, Mr. 
Chairman, and I have it before me in bigger print than yours— 
has the Foundation made any effort to encourage State school com- 
missions in the 48 States to increase their minimum requirements, or 
do you think that that is within the scope of your duties? 

Dr. Gross. I would certainly say, speaking personally and very 
much in the interest of North Carolina, I would say it is certainly 
within the province of our policy function as described here. 

Mr. Jonas. I would not restrict it to North Carolina. I merely 
mentioned North Carolina because I was familiar with it. 

Dr. Gross. I did not either. 

Mr. Jonas. I wondered whether the Foundation had made any 
effort in that direction. It seems to me that is the place we ought to 
start, either at the high-schol level or below that. 

Dr. Gross. I would not disagree a moment with you. I think this 
is a very important point. 

Mr. Jonas. Would it not be proper for the National Science Foun- 
dation, charged with this responsibility of trying to develop a national 
policy, to go to the source, to the commissions that prescribe the cur- 
riculums in the States, and try to encourage them to increase or 
strengthen the curriculums? 

Dr. Gross. Again I speak personally. I agree fully. I think we 
are moving in this sense: That we have had a situation which you 
have accurately described in which there was a real paucity of mathe- 
matics and science training in the high schools, and as was pointed out 
very ably by some of our own people here, Dr. Aberle in particular, 
we need a new look at the science curriculums. It cannot be an increase 
in the old classical sense of what was taught several years ago, but 
many of our programs that Dr. Kelly’s division has are directed at 
very definitely improved programs in this modern situation we face. 

Mr. Jonas. I prefer a minimum of Federal control over any of the 
educational processes in this country. I would like that to be clear on 
the record. 

I am in favor, however, of an agency such as the National Science 
Foundation, but I conceive its primary responsibility to be to try and 
improve the systems of education that we have operating, and if the 
Foundation has not worked in that field, I just wonder why not? 





FOUNDATION STIMULATION OF COURSE AND TEACHER IMPROVEMENT 


Dr. Humenrey. We are developing a physics textbook now for high 
schools. The first publication of that is out. We have had these 
summer institutes for teachers. 
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Our methods cannot be direct. We cannot go to them and tell them 
they have got to do this, but we can, by leadership and direction, and 
we are making an attack upon this problem. 

Another attack to be made on this problem is the State departments 
of education through the Office of Education when their appropria- 
tion bill comes up. “T think you have a very fine point there, and being 
a public-school man who gradually got into college work, I know 
that during the last 10 or 12 years our high-school ‘curriculums have 
deteriorated from what we commonly call the hard subjects. 

You are a lot younger than I am, but I think you probably recall. 

Mr. Jonas. I do not think I could have gotten through high school 
studying mathematics only 2 years. I had to take math 4 years, as 
I remember it. " 

‘Dr. Humpurey. Not the same subject. 

Mr. Jonas. No; each 4 years. 

Mr. Tuomas. It is not uncommon for a man to take mathematics 
100 for 4 years; is it ? 

Mr. Jonas. I do not know when the change came, but when I went 
to high school I think everybody studied mathematics each of the 
4 years of high school. 

‘Dr. Humpnery. That is right. Four years of Latin, too. 

Mr. Tuomas. You had more than that. You started in the third 
grade and in my days we had 11 years, not 12. We had a course in 
math every year after the third grade. 

Dr. McLaveuur. I think I “expressed most of my own very great 
prejudic es and perhaps to some extent the prejudices of the National 
Science Board. I say one of our weaknesses in the American schools 
is too many teachers who have studied too many methods of teaching. 

Mr. Tuomas. I was impressed with 2 or 3 paragraphs in your pres- 
entation on that. 

Mr. Tuomas. Twenty percent of the high-school teachers are 
teathing subjects they were not trained to teach. You set that out in 
your justific ation. It is more than that. Thirty-six percent, I be- 
lieve you said. 

Dr. McLaveutin. Our approach on the Science Board has been 
to set up these summer sessions for high-school teachers. 

One of our pilot projects has been to set up these summer courses 
for high sechool science teachers to train them in their subject matter. 

Mr. Jonas. That is not the point Iam making. I am in favor of 
that program. We heard a lot about it last year. 

I thought it was a good one. JI tried to promote some interest in 
my district among science teachers. I am talking about your making 
some effort to persuade the people in the States who prescribe the 
curriculum for the high schools to strengthen the curriculum. 

Dr. Humpurey. We are glad to get the backing of your thinking. 
We talked yesterday for an ‘hour or two in our Board’ meeting about 
how to find an approach to this particular problem. We hope to 
come up with an approach to it some time within a week or two. 

Dr. Waterman. As Dr. Humphrey said, this part of the approach 
is very strongly in the Office of Education’s program now, where they 
have these contacts and normally deal with the States. 

In the secondary schools they have a very forward-looking pro- 
gram. 
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Mr. Jonas. That leads me to my second question, Dr. Waterman. 
That is, are you required under the objectives set forth in the func- 
tions of the Foundation to work in close liaison with other Govern- 
ment agencies, private research groups and business groups; and you 
have stated today that you were in close contact with the Office of 
Education; but merely saying that as a general statement does not 
quite satisfy me. 

To what extent is there any duplication of effort? Are you and 
the Office of Education not getting further and further into the same 
field? Is there any clear line of ‘distinction between your functions 
and what the Office of Education is doing and are you staying with- 
in your separate fields? 

Dr. WarterMAN. I believe so. Certainly we have had continuous 
close relations with them ever since we started. We have, for ex- 
ample, a liaison committee which keeps in touch regularly, every 
week I believe—it is under Dr. Kelly on behalf of the Foundation. 
There are two main principles that we observe. Then we discuss de- 
tails as we did these complementary programs. 

The first is that if it concerns all subjects and not only science, then, 
of course, it belongs in their area. For example, in their program 
they are planning to have a scholarship program in all fields for the 
colleges. That covers science, so we do not need to have a special one 
in science. If it concerns all fields it belongs with them. 

Also, since they have in the past, being an Office of E ducation, had 
the natural contacts and relations with the States and the boards of 
education, we have not gone into that either, but we deal directly with 
the institutions and individuals so that if these programs of ours 
really take hold then the people in the State can work through the 
State and the Office of Education can help in picking up the b: alance. 

Mr. Jonas. I am not sure whether you have money requested for 
this new scholarship program, or is that to be in the Office of 
Education. 

Dr. Waterman. That is in the Office of Education. 

Mr. Jonas. Were you people in on the preliminary conferences? 

Dr. Waterman. Fully, yes. 

Mr. Jonas. Was there any discussion given to making these 
competitive ¢ 

Dr. Waterman. That was discussed. Whenever anyone talks of 
scholarship aid, two questions arise—do you need it on the basis of 
need, ability, or ‘both? I think the merits of the situation warrant at- 
tention to both as the thing should be worked out. 

Mr. Jonas. From what has been said here today, I would be in- 
clined to think that the emphasis should be on ability. We have 
agreed here today informally that we are not trying to turn out the 
greatest number of people who have been to college. The Russians 
have more population than we. They ought to have more people go 
through college than we do, unless we come up to their population 
figures, but where we ought to try to be on top is in quality, I think. 

“It strikes me we ought to put more emphasis on the quality of our 
education, instead of the quantity of people who are subjected to 
some of it. 
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Dr. WarerMan. That is where our emphasis lies, as I stated before. 

Dr. Humreurey. That goes back to the point I tried to make there 
at the beginning. 

Mr. Jonas. I do not want to get into a system of regimentation, 
but that does not conflict with the concept of competition. 

Mr. Tuomas. Off the record. 

(Discussion held off the record.) 

Dr. Humpurey. We support joint conferences among scientists, 
teachers, and State department of education people on this problem. 
I think you have struck at a very fundamental point. 

Mr. Tuomas. This Board is not concerned with the problem of 
need. We will let the educational department wrestle with the other 
problem. We have all exchanged our ideas and this committee, just 
as you gentlemen, has its ideas. We finally get together and resolve 
them. 

STIMULATION OF INTEREST IN SCIENCE 


Mr. Jonas. I want to ask whether the Foundation has given any 
consideration—somebody earlier mentioned public relations but I do 
not have that idea in mind. Have you given any idea to an effort to 
stimulate interest among people in science / e! 

To give you an example, I have two teen-age sons. A few years 
ago they had access to a television program devoted to science. I 
thought they were developing an interest in science but when we 
moved to Washington they never found that program on television 
any more. 

I think you could create at least an interest on the part of many 
teen-agers and younger children if you would sponsor some tele- 
vision programs and other programs in an effort to create an interest 
in this field. 

Are you doing anything in that field ? 

Dr. Waterman. Yes. Various members of the staff have been 
asked to appear on programs and that sort of thing and provided 
material for them. 

Mr. Jonas. I do not mean that. I mean a regular program de- 
signed to reach every household in the United States. 

Dr. WaterMAN. We have not done much except some thinking on 
that except in connection with the material which is planned for some 
of these courses. 

For example, we have, in the material planned for the elementary 
courses in physics, films which are going to be extremely useful in 
closed television circuits. That kind “of material for instruction pur- 
poses we are supporting to a considerable extent. 

Another area which belongs in the same category is through 
providing material to science writers who have made a specialty ‘of 
explaining science to the public. We provide them material to use 
and thereby see to it that this gets into the various media, and this 
is a big help. 

Mr. Jonas. I just mentioned two things that I think you might 
consider in your effort to develop or encourage the pursuit of a na- 
tional policy for the promotion of research and education in the 
sciences. I will not go into the question of a lot of these grants but 
I think you might come nearer meeting my idea of the direction given 
you in the act by trying to pursue that line. 
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Dr. WaTerMAN. We have close association with other groups which 
also are interested in this and are quite active, such as the National 
Academy Research Council and the American Association for the 
Advancement of Science and the various scientific societies, all of 
which are doing this in varying degrees, I believe. 


FEDERAL FUNDS FOR BASIC RESEARCH 


Mr. Osrertac. Dr. Waterman, do you have in your report or else-. 
where facts and figures which will disclose the total amount of money 
that is being expended directly or indirectly by the Federal Govern- 
ment for basic research ? 

Dr. WatTerMAN. We survey this every year; yes, sir. 

Mr. Ostertac. Will you give us a rough estimate of the amount of 
money going into basic research ? 

Mr. THomas. For fiscal year 1959. 

Dr. WatTerMAN. I am not sure of that. I haven’t the figure with 
me. Wecan give you that. 

Mr. Ostertac. For 1958. 

Dr. WATERMAN. Roughly $230 million. 

Mr. Tuomas. $233 million is the figure we used last year. I believe 
it is in the record. 

Supply it for the record at this point for 1958 and the best estimate 
for 1959. 

(The information requested. follows :) 


Estimated Federal Government obligations for conduct of basic research 
fiscal years 1957-59 


Sree NE ON ed altel See oe $217, 600, 000 
UII UD can en cissictcie Gncone tgs tale ad ns inde all allie Sindee tannin lhasiae 232, 600, 000 
SUN OO aoc oi ei ee lille ena teenaged 274, 000, 000 


Notr.—Data for fiscal years 1957—58 are taken from Federal funds for Science VI, and 
were based upon amounts included in the fiscal year 1958 President’s budget. ‘The amount 
for 1959 was derived from estimated expenditures for research and development reflected 
in specia! analysis H of the 1959 President’s budget. 


Mr. Botanp. What the United States itself is spending ? 
Dr. WaTERMAN. Yes, sir. 


BASIC RESEARCH BY PRIVATE INDUSTRY 


Mr. Osrerrac. Have you additional facts and figures as to the 
amount of money expended by private enterprise for basic research ? 

Dr. Waterman. We have those as of the year we made a careful 
survey of all parts of the country, industry and private foundations 
and the rest. As of this year we are bringing the figures up to date. 

Mr. Osrertac. Do your Government figures include the Defense 
Department funds for research and development? 

Dr. Waterman. Yes, they do. 

Mr. Osterraa. Including that which is funneled through industry ? 

Dr. WATERMAN. Yes, sir, 

Mr. Osrertac. There is considerable basic research carried on in 
industry which is subsidized or supported by the Federal Govern- 
ment through Defense moneys. 

Dr. Waterman. Yes. Roughly over the years the Federal Gov- 
ernment put in a little over 50 percent. Private industry actually 





263 


has performed about 70 percent of the work. I am now talking 
about research and development. 

Mr. Tuomas. Gentlemen, may I speak to the committee for a mo- 
ment ¢ 

Let us look at the budget for 30 or 40 minutes and give these dis- 
tinguished ladies and gentlemen and members of the Board an oppor- 
tunity to see how Congress works on what they have done. 

I have put about 11 hours on this budget and I still do not know too 
much about it. There is a lot to it. 

If I might make one observation, Dr. Waterman, you and your 
Board members have a tremendous job on your hands in differentiating 
that line of demarcation between your efforts and that of HEW. 

You are set up to encourage and develop science. If you get into 
the general field of education, you will get into deep water just as cer- 
tainly as I am talking to you. 

Stay in your backyard and do not get too far over into the field of 
general education. That will not be easy to do. The temptation is 
there, but try to stay in your own backyard. 

If you have to build a foundation, all right. That goes to the high 
school and perhaps below that, but do not get into the general field of 
education. Let us stay in our own backyard. 


SALARTES AND EXPENSES 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 





Program by activities: 
1, Support of science: 


(a) Grants and contracts. scat iliidiads ---.--| $21, 580, 733 $24, 029, 612 $55, 069, 000 
(b) Program development, operation, and evalua- 
tion... : ciieahepieceines cad tiodecteaietceie 1, 067, 455 1, 188, 271 1, 680, 000 
2. Support of scientific manpower: 
(a) Grants and contracts. _. ja wihe tilda deamon 14, 698, 298 14, 804, 877 79, 730, 000 
(b) Program development, operation, and evalua- 
Sal ot Sik accion dh ncctblatinkdeetivs dibdiamtagiaah ; fas 601, 488 706, 663 2, 140, 000 


3. Executive direction and management--- Kad ite cam adis 682, 017 823, 110 1, 381, 000 


piel | 
OC CI. aii. 2 tics tien chin ace euamnietinentins 38, 629, 991 41, 552, 533 140, 000, 000 
Financing: | 
Unobligated balance brought forward | —182, 524 —1, 552, 533 
| 


Unobligated balance carried forward oe ete nail 1, 552, 533 





Appropriation (new obligational authority) -_.........--- 40, 000, 000 40, 000, 000 140, 000, 000 
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Object classification 


| 














| 
1957 actual | 1958 estimate | | 1959 estimate 
| ss 
NATIONAL SCIENCE FOUNDATION | 
| | 
Total number of permanent positions_........__- Phaebweniaiineiin 266 293 454 
Full-time equivalent of all other positions.......-........--... 10 | 4 4 
Average number of all employees --.-_....--- Ended eneintheapaapecterars 235 | 289 424 
Number of employees at end of year_.............-----------. | 317 1 350 510 
Average GS grade and salary.-.-.............................. 8.1 $6,118 8. 0 $6, 012 8.0 $5, 953 
Average salary of ungraded positions. No eauniah es jabato $13, 486 _ $12, 555 | $11, 680 
01 Personal services: | | 
in wn wus dain inatinnaipte s piniigchninnini | $1, 448, 217 $1, 725, 630 $2, 690, 040 
Positions other than permanent Site abikwebs Stetone 63, 684 | 24, 260 | 34, 250 
I Eke ceeeben | 93, 4 453 136, 7 760 | 180, 060 
Total personal services_- Fide in Ceti ae ae 1, 605, 32 54 | 1, 885, 650 | 2, 904, 350 
02 Travel___..- so iat nalniosaaaatocs 141, 602 196, 595 | 325, 000 
03 Transportation MN 5) Sk ee bo ed 3, 899 | 5, 250 | 6, 700 
04 Communication services-___- putivent techni <ihanenenie= il 58, 026 | 60, 000 | 87, 000 
05 Rents and utility services. : } SacaLstacetoed 1, 708 2, 668 | 9, 000 
06 Printing and reproduction ----...........--...----------- 59, 770 54, 750 | 86, 900 
7 Other contractual services........................... Lonel 3, 745, 790 | 4, 717, 521 8, 420, 305 
Services performed by “Other agencies.....-_-_.------_-| 113, 849 | 145, 900 | 450, 300 
08 Supplies and SNR re eg 33, 346 | 35, 350 | 114, 945 
09 Equipment _____-- st ie ghanss STLbeS §2, 331 49, 758 221, 500 
11 Grants, subsidies, and contributions...........-.----....- 32,685,301 | 33,840,649 | 127,366,800 
ee ne ebamnenoueeunen 4, 351 | 5, 489 | 7, 200 
Total, National Science Foundation._._._._..._.______. 38, 605, 327 | 40, 999, 580 140, 000, 000 
ALLOCATION ACCOUNTS 
Total number of permanent positions afe St Z aot 14 | 11 
Average number of all employees ners” ee 9 | 8 7 
Number of employees at end of year : haces ie 10 
Average GS grade and salary ta : mi oo 708 7.3 $4,825 
01 Personal services: | 
Permanent positions. ; call pets $38, 916 | $39, 120 
Positions other than permanent__-_. acts 2, 463 982 
Total personal services ; -— , 41, 379 | 40, 102 | 
03 Transportation of things f - 25 ‘ 
06 Printing and reproductior = .  . a |. 
07 Other contractual services. -.-_- a 81, 648 512, 851 
08 Supplies and materials ; he 38 
09 Equipment sags | 664 
Total, allocation accounts td gaan beta ine at 124, 664 552, 953 
Total obligations eases et 38, 629, 991 41, 552, 533 140, 000, 000 
Obligations are distributed as follows: 
National Science Foundation _- ’ 38, 505, 327 40,999,580 | 140,000, 000 
Library of Congress - eS: | 22, 765 4,852 |.. siaviieat 
Department of the Army_-.-_......-_- StteitesaustintAs 101, 899 eee se 


You have a fine budget. There isa lot of material init. Of course, 
you have 2 or 3 big functions, the support of science and support of 
manpower. 

When you have said that you have about covered it. You have 200 
or 300 pages here, a lot of subheads, aaa so forth, and about 95 percent 
of it makes a lot of sense to me. 

You have a budget of 317 pages. This contains a wealth of infor- 
mation and there is a lot of detailed work. Your budget officer has 
done a fine job. 


SUMMARY OF OBLIGATIONS BY ACTIVITY 


At this point in the record we will insert page 1. 
(P. 1 referred to follows :) 





pienso 


265 


Summary of obligations by activity 


i 
| 


Actual, | Estimate, | Estimate, | Increase (+) 
| fiscal year fiscal year fiscal year or decrease 
1957 1958 1959 (—), 1959 
| over 1958 


| 
1. Support of science: | } 
(a) Grants and contracts__...........__- $21, 580,733 | $24, 029, 612 $55, 069, 000 | +$31, 039, 388 

(5) Program development, operation j 
































and ovebiataet. 222222 ei 1, 067, 455 1, 188, 271 | 1, 680, 000 +491, 729 
eine 3 ae 22, 648, 188 | 25,217,883 | 56, 749,000 | +31, 531, 117 

2. Support of scientific manpower: OP ae at Rete 
(2) Grants and contracts. -._...........- 14, 698, 298 14, 804, 877 79, 730,000 | +-64, 925, 123 

(6) Program development, operation 

pp a eae 601, 488 706, 663 2, 140, 000 + 1, 433, 337 
Subtotal_._.__- dwnwegeneal 15, 299, 786 15, 511, 540 81, 870, 000 +66, 358, 460 
3. Executive direction and management hecebendbaieed 682, , O17 823, 110 1, 381, , 000 +557, 890 
Total....--------------ce--cccecececcneee] 38, 629,991 | 41,552, 583 | 140, 000,000 | +08, 447, 467 





Mr. Tuomas. This table shows the ceeeert of science” item in its 
overall picture from 1957. You had $22,648,188 for 1957. You were 
doing quite well. You went up to $25,217,883 in 1958. This year, 
1959, you jump to $56.7 million. This is an increase of $31,531, 117. 

Under that heading, you have “Grants and contracts,” $21,580,733 
for fiscal 1957, and for fiscal 1959 you jump to $55,069,000, an increase 
of $31,039,388. 

Also, you have program development, operation, and evaluation, 
$1,067,455 for fiscal 1: 57, and you hold it down very well for 1959, 
showing $1,680,000, an increase of less than a half million dollars. 

Your other big field, “Support of scientific manpower,” the grants 
and contracts for 195 7 amount to $14,698,298. What was that ‘figure 
your first year, back in 1951? The total appropriation was $225, 000. 

Dr. Waterman. That was for operation: il expenses. 

Mr. Tuomas. In fiscal 1952 you had $3,500,000. How much do you 
have for support of manpower now? ‘Do you have a breakdown of 
that? Fiscal 1952 was the first year of operation. 

Dr. Warerman. I do not recall. 

Mr. Tuomas. 1. you have a breakdown on fiscal 1953 ? 

Mr. Sueprarp. I do not have it with me. 

Mr. Tuomas. The third subhead, “Executive direction and manage- 
ment,” for this year shows $1,381,000. That properly should be added 
to program development for your manpower and your program de- 
velopment in the support of science. Do you think so? 

Dr. Warerman. That would give a total figure for this purpose; 
yes, sir. 

Mr. Tuomas. What is that total figure? Do you have it available? 
I seem to recall it is a little over $5 million ? 

Mr. Sueprparp. $5.2 million. 


NUMBER OF EMPLOYEES 


Mr. Tuomas. How many employees? 
Mr. Sueprarp. 454 in the 1959 estimate. 
Mr. Tuomas. How are those broken down? I show 137 for pro- 


gram development, and 142 for program development in support of 
sciences. Youshow 142 for your manpower ? 
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Mr. Suerparp. No. 

Mr. Tuomas. I have 175 employees hanging and no place to put it 
in your table. Where are the 175? 

Mr. Suepparp. For the two divisions and all of the offices under 
support of science—that is, the Office of Scientific Information, Office 
of Special Studies. 

Mr. THomas. What is the 137 for? 

Mr. Surpparp. For the scientific personnel and education. 

Mr.’ Tuomas. Manpower ? 

Mr. Sueprrarp. Yes, sir. 

Mr. Tuomas. What is the 142, overall executive direction and man- 
agement ? 

Mr. Suepprarp. That is right. 

Mr. Tuomas. A total of 454 for 1959. Is that the total job for 
1959 ? 

Mr. SHerparp. Yes, sir. 

Mr. Tuomas. What was it for 1957 and 1958 ? 

Mr. Suepparp. 304 and 280. 

Mr. THomas. 304? 

Mr. Suepparp. Yes, shown on page 4. 

Mr. Tuomas. And it is 280 for fiscal 1957 ? 

Mr. SuHepparp. Yes, sir. 


SUMMARY OF OBLIGATIONS BY ACTIVITY AND PROGRAM 


Mr. Tuomas. Insert pages 2, 3, and 4 in the record at this point. 
(The pages referred to follow :) 


Summary of obligations by activity and program 


| Actual, Estimate, Estimate, | Increase (+) 
fiscal year fiscal year fiscal year or de- 
1957 1958 1959 crease (—), 
} 1959 over 1958 
| 














. Support of science: 
1 (a). Grants and contracts: 
1 (a)-1. Support of basic research... -- 





oe a, 208, 415 | $16, 262,692 | $40,000,000 |+$23, 737, 308 








| 
1 (a)-2. Support of basic research facil- t ta 
| 
| 














ities. _ 5, 279, 800 6, 100, 000 12, 400,000 | +6, 300, 000 
Allocation to Department | of the | 
SINE cisternae dene ne 81, 122 512, 851 mY 0 — 512, 851 
Subtotal_. | 5, 360, 922 6, 612, 851 12, 400, 000 +5, 787, 149 
(a)-3. Surveys and re ports on scien- 

 tife resources - . - 46, 647 174, 396 290, 000 +115, 604 

1 (a)-4. Dissemination of scientific | 
information _- | 782, 680 | 854, 673 1, 879,000 | +1, 024, 327 

1(a)-5. Attendance at international | 
scientific meetings............-..----- 122, 069 125, 000 500, 000 +375, 000 





Subtotal... .- . 21, 580, 733 24, 029, 612 | we 069, 9, 000 Faso 039, 388 





| 
—— — 
1 (6). Program development operation and | 
| 
| 
' 





evaluation: | 
National Science Foundation: | 
Positions__- es (125) (136) (175) | (+39) 
Personal services = ‘ 776, 407 885, 100 1, 275, 690 | +390, 590 
Travel_......-.- 85, 393 119, 092 | 200, 000 | +80, 908 
Other costs_- ; Roniate ----| 162, 113 | 143, 977 | 204, 310 | +60, 333 


Subtotal, National Science Foun- | 
GE banana acim omaotttaelll 1, 023, 913 1, 148, 169 1, 680, 000 +531, 831 
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Support or SCIENCE 
Support or Bastc RESEARCH 


Mr. Tuomas. The tables on pages 5 and 6 show other objects. We 
might insert those pages. 


(Pp. 5 and 6 referred to follow :) 


Summary of obligations by object 


Actual, fiscal | Estimate, fiscal | Estimate, fiscal | Increase (+) or 
year 1957 year 1958 year 1959 decrease (—) 1959 

| over 1958 

eet st | 


NATIONAL SCIENCE FOUNDATION 


0 Personal services: | | 
Staff__. $1, 549, 711 $1, 809, 650 $2, 782, 690 +$973, 040 
Consultants, Divi- | 
sional Committees, 
and National Science | 
Board... 














55, 643 76, 000 | 121, 660 +45, 660 
Subtotal____- | 1, 605, 354 1, 885, 650 2, 904, 350 | +-1, 018, 700 
02 Travel: 
Staff 79, 689 106, 395 178, 365 | +-71, 970 
Consultants, Divi- | | 
sional Committees, 
and National Science | | | 
Board_. | 61, 913 | 90, 200 | 146, 635 
| - — . ee at 
Subtotal... — 141, 602 | 196, 595 325, 000 | 
od s 
03 Transportation of things_- 3, 899 | 5, 250 6, 700 | 
04 Communication service 58, 026 60, 000 | 87, 000 | 
05 Rents and utility service 1, 7O8 2, 668 9, 000 
06 Printing and reproduction_. 59, 770 | 54, 750 | 86, 990 | 
07 Other contractual services: | | | 
Administrative con- | | 
tracts... | 310, 155 234, 158 | 1, 210, 305 | +-976, 147 
Security investigations_| 32, 001 41, 980 | 55, 300 | +13, 320 
Program contracts - - .-_} 3, 517, 483 | 4, 587, 283 | 7, 605, 000 | +3, 017, 717 
Subtotal_.__. | 3, 859, 639 4, 863, 421 8, 870, 605 | +4, 007, 184 
08 Supplies and materials 33, 346 35, 350 114, 945 +-79, 595 
09 Equipment----_-.-.-- | 52,331 | 49, 758 221, 500 +171, 742 
11 Grants, subsidies, and con- 
tributions } 
Contribution to the | 
employees’ retire- 
ment fund 0} 106, 294 172, 800 +66, 506 
Program grants 2, 685, 301 33, 734, 355 127, 194, 000 +-93, 459, 645 
Subtotal __- 32, 685, 301 33, 840, 649 127, 366, 800 +93, 526, 151 
15 Taxes and assessments 4,351 5, 489 7, 200 1,711 
Positions Positions Positions Positions 
Total, NSF_.--.--- _....| 266 38,505,327 | 293 40,999,580 | 454 140,000,000 | +161 +99, 000, 420 


PROGRAM GRANTS 


Mr. Tuomas. Grants show $127,366,800 against $33,840,649 for last 
year. Your big increase is $93,526,000 in grants. Isthat right? 

Your grants cover what ? 

Dr. WATERMAN. Support of basic research. 

Mr. Tuomas. And manpower? ' Isthat right? 

Mr. Suepparp. That is right. 

Mr. Tuomas. It covers both of them ? 

Mr. Sueprarp Grants and contracts. 





269 
SUPPORT OF SCIENCE 
SUPPORT OF BASIC RESEARCH 


Mr. Tuomas. We will insert the table on page 18 in the record at 
this point and also pages 19 and 20. 


(The pages referred to follow :) 


Summary of obligations by program 


i 








| Actual, | Estimate, Estimate, | Increase (+) 
fiscal year | fiscal year | fiscal year | or decrease 
1957 1958 1959 | (—), 1959 

| | | over 1958 


| 
| 


Biological and medica! sciences: 
Developmental biology 





$520, 000 $1, 625, 000 +$1, 105, 000 
Environmental biology 825, 000 2,065,000 | +1, 240, 000 
Genetic biology i | 575, 000 1,880,000 | +1, 305,000 
Metabolic biology 1, 051, 000 3,045,000 | +1, 994, 000 
Molecular biology | 1, 329, 000 | 3, 330, 000 | +-2, 001, 000 
Psychobiology f | 805, 000 1, 800, 000 | +995, 000 
Regulatory biology | 1, 020, 000 | 2,945,000 | +1,925, 000 
Systematic biology | 875, 000 1,885,000 | +1,010, 000 
General. . | $31, 346 1, 000, 000 | +168, 654 
UPR OE, pccvadncunbepichié, ind de tteshina | 7, 360, 794 | 7, 831, 346 19, 575,000 | +11, 743, 654 

Mathematical, physical, and engineering } 

sciences: | | 
Astronomy 517, 779 547, 200 1, 000, 000 +452, 800 
Chemistry 2, 231, 859 1, 900, 000 5, 300, 000 +3, 400, 000 
Earth sciences 771, 355 1, 000, 006 3, 000, 000 +2, 000, 000 
Engineering sciences 1, 356, 417 1, 250, 000 3, 075, 000 +1, 825, 000 
Mathematical sciences 933,385 | 1, 275, OM 1, 700, COO | +425, 000 
Physics 1, 380, 142 1,859, 1! 5, 500, 000 +3, 640, 854 
General 427, 584 { 0 0 
Subtotal 7, 618, 521 7, 831, 3A 19, 575, 000 +11, 743, 654 
Social sciences____ 289, 100 600, 000 850, 000 -+-250, 000 
Total. _- — . abate 15, 268, 415 16, 262, 692 40, 000, 000 +23, 737, 308 

1 (A)-1 Support or Basic RESEARCH 

PAW TO NIG, TRBCUET SN Ran isn Bingham pen cos soe dbase tae tae $16, 262, 692 
mtiinate, fetal Pear 100. on cnc cccaweswcadannsaennwen co aceachcs ae re 
PmCreneee eft Sekt 2k smoot pense eee 


OBJECTIVES OF PROGRAM 


This program is carried on under the National Science Foundation Act of 
1950 within the framework of the following broad objectives: 

1. Increasing and improving the Nation’s fund of basic scientific knowledge 
through support of important basic research undertakings by qualified scientists; 

2. Stimulating research in new and significant acientific areas where additional 
emphasis appears to be desirable ; 

3. Increasing the quality and numbers of scientists by providing opportunities 
for highly promising young investigators to assist in basic research projects; 
and, 

4. Achieving an appropriate geographic distribution of research in order to 
provide a strong national scientific base. 

Funds are provided by the Foundation in response to basic research proposals 
received from qualified scientists for research of their choice in the broad areas 
of the (a) biological and medical sciences, (0) mathematical, physical, and engi- 
neering sciences, and (c) the social sciences. Funds are made available through 
grants to institutions for specified amounts and duration of time, on behalf of 
individual scientists or small groups of scientists whose proposals are con- 
sidered to be of high scientific merit and promise. In addition, the Foundation 
periodically contributes to the support of scientific enterprises that can further 
conduct of basic research—such as science conferences or symposia directed to 
promoting the exchange of ideas to assist in opening up new areas in scientific 
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research. Foundation-supported research grants in fiscal year 1957 are listed by 
State, institution, and discipline in appendix A at the rear of this budget docu- 
ment. 


SUPPORT PROVIDED FISCAL YEARS 1952-58 


From fiscal year 1952 through fiscal year 1957 a total of about $39.5 million 
was obligated for the support of basic research projects. This amount permitted 
the financing of about 2,900 worthwhile basic scientific research projects and, in 
addition, enabled about 4,000 graduate students to secure scientific training 
through work on basic research under the supervision and guidance of senior 
investigators. In fiscal year 1957, the amount of the average grant was about 
$15,500 with a duration of approximately 2.1 years. 

About $16.2 million will be available for support of basic research projects 
in fiscal year 1958, only slightly more than the foundation obligated for this 
purpose in fiscal year 1957. This amount will permit the financing of about 
1,000 research projects of high scientific merit which in turn will provide about 
1,500 man-years of valuable scientific training to graduate assistants. 


BASIS FOR FISCAL YEAR 1959 ESTIMATE 


A total of $40 million is requested for fiscal year 1959, an increase of about 
23,737,308 over funds available in fiseal year 1958. As indicated in greater 

detail in succeeding paragraphs, the most valid criterion we have at this time for 
determining an appropriate level for support of basic research is the extent to 
which capable research scientists are able to secure the funds necessary to carry 
on significant research in their individual areas of competence. The table and 
chart on the following pages illustrate graphically that although the National 
Science Foundation has been able to provide gradually increasing funds for basic 
research, the receipt of new research proposals has also continued to increase. 
The result has been that in no year to date has the Foundation been able to 
support more than a fraction of the dollar amount of proposals found to be 
scientifically meritorious. 

Experience has indicated that about 75 percent of proposals reviewed possess 
the scientific merit necessary to be worthy of support. Funds available in fiscal 
year 1957 permitted support of about 24 percent of proposal dollar volume. 
However, the percent of the amount of proposals which can be supported in fiscal 
year 1958 will drop to 19 percent, due to the anticipated increase in proposal re- 
ceipts, and the fact that the appropriation for fiscal year 1958 will not permit 
making more available for basic research support. The amount of $40 million 
requested for fiscal year 1959 will permit support of somewhat more than 40 
percent of the dollar volume of basic research proposals considered during the 
year, or slightly more than double the percent that can be supported in fiscal 
year 1958. 


(Discussion held off the record.) 
Mr. Tuomas. I have marked something worthy of repetition. 


Experience has indicated that about 75 percent of proposals reviewed possess 
the scientific merit necessary to be worthy of support. Funds available in fiscal 
year 1957 permitted support of about 24 percent of proposal dollar volume. 
However, the percent of the amount of proposals which can be supported in 
fiscal year 1958 will drop to 19 percent, due to the anticipated increase in 
proposal receipts, and the fact that the appropriation for fiscal year 1958 will 
not permit making more available for basic research support. 


We are not dealing with manpower now but we are dealing with 
proposals. 

The amount of $40 million requested for fiscal year 1959 will permit support 
of somewhat more than 40 percent of the dollar volume of basic research pro- 


posals considered during the year, or slightly more than double the percent that 
can be supported in fiscal year 1958. 
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PERCENTAGE OF BASIC RESEARCH PROPOSALS THAT RECEIVE SUPPORT 


How do you get these proposals ? 

Dr. Waterman. They come to us, Mr. Chairman, from scientists 
or groups of scientists who want and need funds for equipment or 
personal services or materials. They come to us in general with the 
endorsement of their institution. These are really applications for 
support. 

Mr. Tuomas. After all, these contracts are not with individuals but 
with the institutions. 

Dr. Waterman. That is right. 

Mr. THomas. You use the institution as a vehicle to carry that 
research gentleman or lady in that institution. Is that correct? 

Dr. Waterman. That is correct; yes, sir. They are grants to the 
institutions. 

Mr. Tuomas. It might be well to put the table on page 21 in the 
record. Ihave marked it “good.” 

(The page referred to follows :) 


Comparison of basic research proposals considered with obligations for research grants 


[In millions] 


| | i | | 
| Actual, Actual, | Actual, | Actual, |Estimate, Estimate, 
fiscal year|fiscal year|fiscal year|fiscal year fiscal year|fiscal year 





1954 | 1955 | 1956 1957 1958 |} 1959 

A. Proposals carried over from pre coding | | | 
years: | | | } } 

ae ee $5,110 | $8,348 | $11,062 | $13,014 | $18,900 | $20,000 

2. Unevaluated !____. | $2,569 $4,870 $6, 207 $7,095 | $14, 600 $17, 500 
B. New proposals evaluated “during the | | | | 
year: | i | | 

1. New proposals received ___---_-.- $19,480 | $24,828 | $36,280 | $58,200 | $70,000 | $80, 000 
2. Proposals carried to succeeding | | 


year for evaluation !_.......-- —$4, 87 70 —$6, 207 | | —$7,095 |—$14, 600 |—$17, 500 | —$20, 000 


C. Proposals considered during the year..| $22, 289 | $31, 839 | $46, 454 | $63, 709 | $86, 000 $97, 500 
D. Obligations for research grants_....-..- | $3,999 | $8,009 | $9,493 | $15, 268 | _ $16, 263 | $40, 000 


E. Percent of proposals volume given | | | 
STAM, SN POE a sons se decison 17.9 25. 2 | 20. 4 | 24.0 18.9 | 41.0 


1 Assumes that about 25 percent of proposals received will be received too late in the year for evaluation, 
and are consequently carried forward to the next year for evaluation. 


EVALUATION OF RESEARCH PROPOSALS 


Mr. Tuomas. Fiscal 1954, proposals carried over from preceding 
years. In 1954 you evaluated $5,110,000. Unevaluated you left over 
another $2,569,000. 


In 1955 that figure went up to $8,348,000 and you left unevaluated 
$4,870,000. 

You certainly should have enough money to evaluate. 

Dr. WarerMAN. These are the ones where the evaluation was not 
finished during the last part of the year. This takes time. They 
are not heard from. 

Mr. Tuomas. You will give them the once-over before you get 
through ? 

Dr. WATERMAN. Yes; but as of the close of business—— 

Mr. Tuomas. Did you carry over this $2,569,000 into. 1954 and is 
that part of the $4,870,000 carried into 1955? 


21548-—58— pt, 1-18 
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Mr. Suerparp. Actually the proposals we receive in the last 
months of the fiscal year generally are not evaluated simply because 
of lack of time. 

Mr. Tuomas. Were leftovers evaluated in 1955? 

Mr. Suepparp. Yes, sir. 

Mr. Tuomas. If you do not give these programs consideration and 
evaluate it, do you expect that institution or that lady or gentleman 
back there, or the research professor, to come back with another 
proposal. 

Mr. Sueprarp. They are all considered and evaluated. 

Mr. Tuomas. You give him some answer even though it may be 
6 or 8 months late ? 

Mr. Sueprarp. That is right. 

Dr. WarerMAN. Some not heard at the end of the fiscal year were 
not heard from and they will be evaluated the next vear. 

Mr. Levin. The footnote shows how they are carried over to the 
next year. 

Mr. Tuomas. You finally get around to giving them some answer ? 

Mr. Suerrarp. The following year; yes. 

Mr. Tuomas. The new proposals evaluated for 1954 are $19.5 mil- 
lion, in 1955 it was $24.8 million, in 1958 it was $70 million, and for 
1959 you estimate about $80 million. 

Proposals carried to succeeding year for evaluation, minus $14,- 
600,000. You carried that over to 1958? 

Mr. SHepparp. Yes, sir. 

Mr. Tuomas. Did you give them some answer ? 

Dr. WaterMAN. Wealways do that, sir. 

Mr. Tuomas. These figures indicate to me the growing desire on the 
part of the universities to get into research work, whether it is a desire 
on their part to get extra money or whatever it may be, the demand 
certainly is growing. That isa healthy sign to me. 

Let us go into the question of who does the evaluating. 

Where is Dr. Gould quoted? Isit on page 27? 

Dr. Waterman. Dr. Hafstad reported that. 

Mr. Tuomas. Where is Dr. Hafstad now ? 

Dr. WATERMAN. He is vice president for research of General Motors. 

Mr. Tuomas. He left the Atomic Energy Commission about 3 years 
ago, did he not? 

Dr. Waterman. That is right. 


COST OF BASIC RESEARCH 
Mr. Tuomas. Put page 27 in the record at this point. It may be 
helpful. 


(The page referred to follows :) 


C. Basie research relatively inexpensive—Since Federal expenditures for 
research and development and for production of military weapons are high, there 
is a real danger that reaction to the size of research budgets may place the blame 
upon science. It would be unfortunate if such a reaction were to result in 
reduced funds for research and development, as the first cuts might well be 
applied to basic research because of its apparent lack of direct concern with 
specific applications. Applications based upon incomplete or inaccurate infor- 
mation are costly—in time as well as dollars. 

It should be pointed out that basic research has constituted but a small frag- 
ment of the total Federal research and development budget. Of $2.231 billion 
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obligated for research and development by the Federal Government in fiscal 
year 1956, only $157 million, or 7 percent was obligated for basic research. Fur- 
ther about 55 percent of the amount for basic research was obligated by agencies 
whose functions are directly concerned with or strongly related to the national 
defense. It should also be realized that increasing Federal obligations for 
research and development—which have increased over 200 percent since fiscal 
year 1947 and nearly 20 percent since fiscal year 1952—are due to the costs of 
the many projects undertaken, and not to the costs of the research itself. A 
graphic representation of the relationship between research, development, and 
production dollars and time in industry has been made by L. R. Hafstad, vice 
president for research, General Motors Corp. 


Project 






Dollars | Research Production 


Time 


In connection with this graph, he says: 

“* * * This curve shows the usual growth curve for costs of a project of 
some kind. Note that the costs during the research or information gathering 
phase are small. It is only at the beginning of the development or invention 


phase that there is anything tangible to consider and that costs begin to mount 
* t *” 


A cost effective method of keeping overall research and development costs 
down is through careful selection so that only the most likely developments are 
undertaken. Strong support of basic research which—as pointed out previously— 
can bring to bear the latest techniques is the best means for achieving a success- 
ful selection process. In this manner basic research can pay its cost many times 
over on the strength of effective determination of the most likely development. 


EVALUTION OF RESEARCH PROPOSALS 


Mr. THomas. Put your finger on the record here right quick about 
who does the evaluating for the Board. Where is that set out ? 


Dr. WATERMAN. Pages 34, 35, and 36, Mr. Chairman, beginning at 
the bottom of the page. 


Mr. Tuomas. Let me read that. 


The Foundation’s program for support of basic research has been underway for 
6 years. 
That is not it. Who does the evaluating ? 

Dr. Waterman. This is done by scientists that we call upon for their 
services and very frequently, in fact consistently, throughout the pro- 
grams we have advisory panels of the experts in these fields. 
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Mr. Tuomas. At what page is that set out? Go ahead and give it to 
us and we will insert it. 

Dr. WaTeRMAN. Page 35, the middle paragraph. 

Mr. Tuomas. Insert the middle paragraph on page 35. 

(The paragraph referred to follows :) 


Preselection evaluation 


As pointed out in the succeeding portion of this section, the number of basic 
research proposals that the Foundation supports are a small fraction of the 
total number of proposals received. In order to select the most meritorious 
projects for support with the limited funds available, the Foundation employs 
a stringent evaluation process by which each proposal (which has been previously 
screened by the academic institution from which it emanates) is reviewed and 
rated by advisory panels of outstanding scientists, as well as by the professional 
staff of the Foundation. Only the most worthy proposals (about 75 percent of 
the total) are eligible for financial support, and no more than a third, in terms 
of dollar value, have ever been supported. 

Mr. Tuomas. In that regard, when you get over to manpower, how 
is it handled? 

Dr. Waterman. It is handled similarly. 

Mr. Tuomas. You changed over from the Princeton Board to the 
National Education Testing Service. Who does it now? 

Dr. Warerman. The National Academy of Sciences-Research 
Council, provides the panels which make the selections for fellow- 
ships, and the institutes are handled similarly. 

Dr. Keutry. Yes. All the papers of the applicant are considered 
by the panel at the Academy-Council. 

Mr. Tomas. Do you use the testing service at Princeton now to 
grade the papers, or how do you grade them ? 

Dr. WaterMAN. They handle the testing of papers which are used 
by the candidates in passing their tests, and then those records are 
submitted to the panels which are under the Academy-Council. 

Mr. THomas. And the Academy does the final selection ? 

Dr. WaterMAN. They list the candidates in order, and the selection 
is then made by the National Science Foundation and the Board. 


NUMBER OF RESEARCH PROPOSALS AWARDED TO UNIVERSITIES AND 
OTHER INSTITUTIONS 


Mr. Tuomas. How many contracts are you going to have for fiscal 
year 1959 with these institutions ? 

Dr. Waterman. We cannot give an accurate figure on that in 
advance, Mr. Chairman, because it depends, of course, on the amount 
of funds each one asks for. We will expect to put in $40 million for 
basic research support. 

This past year our record has been that the average grant is for 
about 2.5 years, and the figure for the amount is in the report here. 
It is currently about $1 5,500 per grant, I think. 

Mr. Tuomas. The average is high on that one. 

Let us see how Wyoming fared here. 

Dr. Waterman. The University of Wyoming has six grants. 

Mr. Tromas. They did not do too bad. Alabama, number of in- 
stitutions, 3; number of grants, 8. 

I wonder if you would be good enough, Dr. Waterman, to add an- 
other column to this chart on page 38. Alabama has 3 institutions, 
8 grants. Put a third column to break down the grants dollarwise. 
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We have a table here which does exactly that, if I remember cor- 


rectly. Can you put your finger on it, Mr. Budget Officer, right 
quick ¢ 


Mr. Suepparp. You mean the total table? There is an appendix 
in the back of your budget that gives this information. It is page 317. 

Mr. Tuomas. I think that is what we want. Insert page 317 and 
the following pages in the record at this point. 

(The pages referred to follow :) 


ApPpENDIx A—Basic RESEARCH GRANTS AWARDED BY THE NATIONAL SCIENCE 
FOUNDATION TO UNIVERSITIES AND OTHER NONPROFIT INSTITUTIONS DURING 
Fiscaut YEAR 1957 


The following tabulation reflects the value and distribution of basic research 
grants made by the National Science Foundation to universities and other 
nonprofit institutions during fiscal year 1957. Information on the number of 
grants and amounts is presented by State, institution, and field of science. Fur- 
ther details, such as titles or amounts of individual grants, may be obtained 
by referring to appendix B: Research-support program, basic research grants 
awarded in fiscal year 1957 of the Seventh Annual Report of the National Science 
Foundation, where grants are listed by institutions under particular fields of 
science. 

Amounts of grants are in total, even though the grants may extend for more 


than 1 year. Average life of the grants awarded in fiscal year 1957 is approxi- 
suntan 2 years. 





















































Number} Amount 
of grants 
Alabama: 
Alabama Polytechnic Institute: Regulatory biology-__-......-- eee | 1 $18, 500 
George Washington Carver Foundation: Regulatory biology............------ 1 13, 250 
University of Alabama: PS fT ae 4 
PNY UII ax. © cok. <rincaras on sh lsprlns sans eecio od ogasaeeaped acinnasemendcareemenooinnts weiner ate 1 11, 500 
Sociophysical sciences... ...........-.--.- a apie cneadata alee aat eenddneh eniinaadeama 1 1, 900 
Subtotal, University of Alabama..................-.---.-.------------ 2 13, 400 
‘Petal Miata ai Rial a ee ee ee 4 | 45, 150 
Arizona: : 
TA CRE TRRIE Ss ROONNEIG 0 oc ccc coe incsdccnssscecesesglaenampacnginanm 1 14,7 
University of Arizona: vy i 
IG bi bes... sdisitibce nie simadindieeg_annnensiibeeauvatbeennimmbenebeten 1 16, 000 
Stennis MUNGT 5 5c 53s enncyenho coche aces ase ee 1 7, 300 
PE PR sis ininccunedatscnelacedacueabass obahatuubed ooeanwanbeies 1 7, 000 
PUT RO i aia setesiiaa a ncnnilicanessnnkcchetanbinsasepeinel 1 2, 500 
Baleatak: Taser G0 Riri sake serene sicsetssnkeneicwesssicceee 4 32, 800 
Fee, Set OE RS as cn dan ca nncenbniccdegursmaneensossn 5 47, 500 
Arkansas: we " 
Philander Smith College: Mathematical sciences_..................--.--..-.-- i 9, 800 
University of Arkansas: obtigteh we 
CIT cinta casn 4.5 snc amaieditanekntane tuedgunwetan tie tamanenniae Ei haaaies 1 7, 000 
Environmental biology Lk diaanbnsines'e 6c aaah om anaarane—inkacinteatmendusanae-a sit aia 1 10, 400 
ge a ee en ee er eee 2 17, 400 
Tetel; Cibta Ol ANS 56-55 octal yiawins Sook a eee ae 3 | 27, 200 
California: ee 
California Academy of Sciences: Systematic biology. ..............--.-...----- 1 6, 000 
California Institute of Technology: eS 
CTE: clineainatebannenamentncegdnemsneciinaalaaage whi alpiinagpnitaenhimnall 1 18, 800 
I cial ausipwin wasn dndeetinn nea ganinneman aeaenbae 2 44, 800 
EE HI sos icincvee creinisintn dl Nidiristnicilloastliealeds pocleb ew eaginen aedlghainednebaaninadegai in 1 19, 000 
COT I oo dcecctpncivignetcetalicienintetnne tami eiedeietniedlindinetinn em 1 33, 000 
ET IE aris cannascedthanubemsaenunsiiehhta Dcjinaps'nsdecniechaniiaceialibaaaetanen 2 66, 000 
PINE... na ncunwcenchsdngewen dbcenmmimauale:sustawambmbenteaesemes 1 72, 600 
TOOT GEOR s cnn pcncncencnsdcunnectatdecnsaediaiesnnsbanaenmenbawatn 2 45, 400 
Rs nnd crevtravinsnccneiicnhdeteadnes daniticmigeiinipeaimmtamaiaaals 3 88, 700 


Subtotal, California Institute of Technology..........-...--.------------ 13 388, 300 























Number | Amount 
of grants 
California—Continued 
City of Hope Medical Center: Genetic biology -...........-.--...---------.---- 1 $7, 500 
Institute of Mathematical Statistics: Mathematical sciences_.......----.----- 1 11, 600 
Long Beach State College: Chemistry- -----_-_--.-..-..---.-------.-...------- 1 6, 000 
Los Angeles State College of Applied 4 Arts and Sciences: 
Regulatory biology Lh te bd eaiubUaabeiel ike hie coeeks 1 8, 500 
Systematic biology . ee Saat Bais tied nee cach bereits 1 7, 500 
Subtotal, Los Angeles State College of Applied Arts and Sciences__....-- 2 16, 000 
Pomona College: 
RN Mitel 5k ee ie ce beacon edie ake b ei cnb conse al 2 17, 300 
I I ot lh oe lesa emeiguiaremdeiiinametanikeninnel 1 8, 000 
eee, utes ener es a SS eee. Sos 3 25, 300 
Scripps Clinic and Research Foundation: Regulatory biology---.-.......------ 1 8, 050 
Stanford University: 
Anthropological and related sciences__.__.........----...--.--.--..-.--.--- 1 11, 000 
Chemistry - iF = OSPR Ya wee Biictilindten 3 44, 100 
Engineering TE at ala dg! SBE Sag SS Se lt 3c ER Meath irre 3 43, 100 
Environmental biology _- é bjidddveaokaa JWsutesates 1 4, 300 
Genetic biology Watt. aiibieciee elit lk see Soi tl Ae Se. ei ct eee a 1 25, 000 
a ain seed eheemiaeetinnaaninibe x & 4 51, 600 
I a oir eae b 1 9, 500 
Regulatory biology-__-- pitied oa S32 3 24, 450 
en ENN... fea ocd beth eS eal aden coddbadddeneine 1 24, 800 
Rg on ce Se ee Sai Dieccscpias ts iczisRalinencnis he tiiaisinelsxitie: eieblipat eating toto 1 20, 000 
ees eI CE UII re er rere os selec aeeedieaone 19 267, 850 
Ernest E. Tinkham: Environmental biology.................................- 1 * 200 
University of California: 
Anthropological and related sciences...............-.....---.....--..---.-- 2 19, 300 
Astronomy-..-.-.- Dokdcetbaavhdend Celi ARIA Tan nancial te'ebtiteeanmiadiiaes 1 34, 400 
Oe la idl allt ae ae Bee al 9 306, 200 
Developmental NO cns ac cs ad pee ceiclv cel chee onan ametadannttmekion 1 13, 200 
I eka ON = 1 2 cigemen iol Dunewanaies aaaitimenpenio Gubandipieriencsccuanatnabee 4 67, 700 
I cil eed eel isnla a eee ea aad aiamuelbaiaehiotemiina 5 66, 300 
REE re Ny ee oe PO Oe ae ny Me lee ra ek 2 50, 300 
ee no a Sinaec chara iam idan od anes acioaeamane 6 133, 400 
EL, . 5 oa. ane baldawadinaaiea aan oumaiinwedagieionaaduewad 4 57, 300 
I as al cinerea ah mnaelaeaie beeen sea 6 172, 500 
Ne en ancien a eabcumncenaneat tus dieuauendelae 3 42, 300 
a ac i a ree 10 183, 700 
CT en. uc. 8 ein cata em idee hochadeeaedbiemnashnamairmmens 7 79, 100 
SE Zh lbtp es Scitc skin ons site wis cla ties edad behead abd tnd skeesaiieplintchaatatel traded se initthsie’ 2 182, 000 
pene, Worveraity of California. 23... ooo ose di clues ccs -----| 62 1, 407, 700 
University of Southern California: 
RUG 301 bao oo LL ko seat oite ih becckaeoed ae AA eoa a ieiions is cmohniniemniel 2 25, 200 
ne eden eae deeanetetbeal 1 20, 000 
I a Scenes snes aii eseitn ab ipecadal asap aiaeriedks Naas ten declinstcasiecienadedleaiaes 1 40, 000 
8 LLL LLL ALLE LIL AIMEE LEER ADDR AE 1 9, 500 
Nee ee chine ncgeble dab htica alka mae te dink Rab haaTe 1 15, 600 
Subtotal, University of Southern California.............-...........-... 6 110, 300 
es NE Or GN INND 5 nc sb Seliccwahbdcdncdddicndevdsbie th biaamsistiond 111 2, 247, 800 
ee —_— 
Colorado: 
Colorado Agricultural and Mechanical College: Systematic biology...........- 1 8, 500 
Colorado State University: Engineering sciences......................-...-..- 4 25, 500 
High Altitude Observatory: Astronomy. -- oe hea bomen ak | 1 10,000 
University of Colorado: 
Environmental biology __.- Rites ee eden ad 1 | 5, 000 
Molecular biology - ais SOA A RL Bt j 1 | 8, 500 
Physics. , ; aries a9 Sepa Bah lent bth ben - 9.4 ces aE ER 1 | 12, 400 
Regulatory biology _. ‘ ‘ 1 21, 500 
Subtota!, University of Colorado........._-- eae : | 4 47, “400 
Oe 3 OR SS ERR aE 1 2, 200 


Total, State of Colorado. 


Connecticut: 
New England Institute for Medical Research 
David St. Clair: Earth sciences.____- 


: Regulatory Biology --- 
Trinity College: Genetic biology--.- 2 


93, 600 
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Number | Amount 
of grants 
Connecticut—Continued 
University of Connecticut: Mathematicl sciences-_--_-...........--------------- | 1 $4, 300 
Wesleyan University: Psychobiology--..........-...--..----...------.-.- eokel 1 9, 400 
Yale University: 3p 
Anthropological and related sciences..............-..-.-.-------.-------.-- | 1 3, 800 
ED oo oo iiendddbn dhdacsasendasweesssqunbapeecesenanakitnmeerumiaal 2 47, 900 
Chemistry on cciniike <ttbnchitibnbtnibeiwsiurebnvewebbeetatbebbwnmeaeledeeeed 1 2, 700 
Developmental ‘biology sansindit die oocen apes aiapartppenis baer aamp ene eied aang etal 3 34, 100 
CO EE ae eee sinsijnclcdscgiaeatlaeisislaadldiaai antic at iterate hie 1 20, 000 
RIESE SOUND ois nn ns na scnccocnuivcccu di teaseuabigesete ° 2 26, 100 
Environmental ar ivi came Ceenn une cuseennwhweth Sipe teed eaiuslon 1 1, 300 
Genetic biology - desuidcienn beeses ddim aban sewiiebeibaieaeiaateaanioemaibais | 1 24, 000 
EOS ROIRENEES SIRIONS. £4... 0g nnn sn csnicncccucswanekonnsasbeeebetae” 3 54, 500 
Molecular aay Dib lcapiseicnattnstseccccweUeeebbeawanenngpasenenes | 4 67, 150 
Physics_ i at inti alta Os are rea anni Tenty . a 2 107, 600 
Psychobiology _- Es bills agian bai astalhieate shi batielna teen atta 1 16, 800 
Regulatory biology pbivmbehockcoepnetsnnnecteco wegen laeneeseeawbdaceon 5 78, 850 
a NN ns ons coca necie cena cant & Moamammeedioeami aml 1 14, 300 
CPOCREEES CRONIES x cen ccc tekcetnicvctecccecunswectevtienenmeunsaetes bony 2 16, 200 
ak gow tins nat ar eerie alapate 2 35, 000 
Sab Gatal, ‘Tae Vai vin ciceticetcinn cece. vewenssnsevnioncenetasol 32 550, 300 
SSRe; CRNE Uh COMO i. wicnsitchiciebiinrcncnlmenimiaeel q 37 | 581 700 
Delaware: z " lelend ne 
University of Delaware: Mathematical sciences... ............---------- 1 | 5, 800 
Total, State of Delaware..............-..-..-.- wah Z 1 5, 800 
Florida: Fam 
Florida State Univ: oer) 
Chemistry hae noe Lcnwcieuennbnins . | 3 | 49, 000 
Psychoblology............----.-.-.--.- 5 ti tenieeeeen 1 | 25, 000 
Regulatory biology _- ‘ imiiieeneln 1 | 9, 200 
PyOts WIE i oie iaectnicnciaecainwcndanieteh 1 | 5, 000 
Subtotal, Florida State University.................----.---.-- 6 | 88, 200 
University of Florida: | ; 
GE ie rete eacwkin ons akianimmegualitaicncimdanmendaes SUT 1} 14, 500 
Engineering sciences Keke cbthsheshinabewetnaren see . 1 13, 900 
Environmental biology-...--.--..----- sawn 1 | 6, 300 
Molecular biology - -- 5 ee Ss ee ecaeoti ns 1 | 22. 000 
Regulatory biology ---- stonnluicvintibewewnane ‘ . 1 22. 600 
Systematic biology - -- a a l 6, 000 
Subtotal, University of Florida__...............-.-.----.----- 6 | 85, 300 
University of Miami: | r. 
Earth sciences scebwas . | 1} 10, 000 
Environmental biology ---- 1 | 18, 600 
Systematic biology- ees a 3 | 20, 600 
Subtotal, University of Miami-.--..-..--.--- ‘ 5 | 49, 200 
Total; Bttbs 60 TI coo csc cece ‘ ; 17 | 222, 700 
Georgia: | 
Emory University: Chemistry. .........-.-...-.....-.--.--. ez ] 1} 9, 000 
eT ee ks co Ren dae a anbiedbaieaewaene males pescaicanaibleleenemiel | 2 13, 9 
RU: Sone nace cee ecatb cds con teh cnaceednnaddeanases amadsaan al 1 12, 000 
SabGtal, Waar y CMe aaa ose os ndash cca ceci cee nctsews 4 34, 900 
Georgia Institute of Technology: Ro | : 
Chemistry Ct S ae ese bebe buuaeaseecueksalecanbaeebboue 1 | 16, 000 
a CRG cw no oo cis cee th cs ie cinee i caiectasede | 1 4, 500 
Subtotal, Georgia Institute of Technology. _.........-...---- . 2 | 20, 500 
Mercer University: Systematic biology-...............--..------ 1 | 2, 400 
University of Georgia: age a * 
Ne a ee Se Se a eee ee er eee ee 1 | 19, 500 
ET TI as re bikin c i cnsinlnd cn senedadetabititainndaneneeciseeiaeae 1 7, 000 
Subtotal, University of Georgia --.............-...--........- ree 2 | 26, 500 
ee, Ne OE TINS 5 wkd, Sosedk ca bedeqedegenbetnsoreididanmeasl 9 85, 300 
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| Number | Amount 
of grants 
Idaho: 
University of Idaho: 
Se  ccnendunndvencnmetiuaaiGnibntaweaiina sip 1 $4, 500 
i cg amneknestelnmnammenehe-saaemecsuninnls 1 2,000 
nee SENET 00 DOMINO. oe orca ccna shanloehien madsewe dain 2 6, 500 
RG ee 2| 6,500 
Llinois: ae ee 
Chicago Academy of Sciences: Systematic biology___........__...._._.----.-- 2,000 
Chicago Medical School: Molecular biology- ..---.---- 1 10, 000 
Chicago Natural History Museum: te 5s Sar 
no ween pe tame ekiieenenenibll 1 4, 350 
I oo niin ont ademesnhekpenoednnteanbeinen sine Sar ee 2 10, 800 
Subtotal, Chicago Natural History Museum __-.................-.-....- 3 15, 150 
ee 2 RS, 1. a siabineemanaanadeniinemataimmmaeedianl  abtaes es 1. 900 
Illinois Institute of Technology: rd 
ro enonntinsionninmpeinantangeinntaeemmiatand 2 40, 000 
ag a a a a wo tedl nteiecipeaininapoane aimacaien aamegaaned 1 16, 600 
CE hn es neat aamenmateiimbeditaeks 1 11, 550 
Subtotal, Illinois Institute of Technology...................-....-...---- 4 68, 150 
nS SNUG o-oo dcadiesteseenebaiaiemuna auenmeinnnibenieSisendsaias oe oe 900 
Northwestern University: : mamalacertye. 2 sae ; 
Chemistry............ 1 4,100 
Engineering sciences__- 1 8, 400 
I  . caieengaitantgiaaabninabieidaition mamweiasiae 2 28, 900 
a a ll a im es 2 60, 000 
a = senus ceeveneh eetbnaetib secinearsnalalinansaainanipiannmn paoiodabie Sibeon awl 2 41, 400 
Nee en ee el 2 28,7 
I el = leak nb dnmamskiiteneabobcnamanuaediomae 2 39, 000 
Subtotal, Northwestern University............................--..--...- 12 210, 500 
Southern Illinois University: +a ahi) 
Molecular biology ; 1 16, 000 
Bs cosh semaine ehingaeeieaasbiimapidgnbaibaicwn nn eaae 1 7, 200 
Subtotal, Southern Illinois University...............................-..- 2 23, 200 
University of Chicago: ey 
Anthropological and related sciences...........................---.--.-..-- 1 9, 400 
thin oct aenennintaetesvulindédessdsadaummbunsdanetbimeennnnee 5 57, 400 
DT [hit t hgh ees nanhindbanaisessudanhwewguewenbnddnnebaneaknencas oat 2 116, 400 
Earth sciences__.--- acl hinted isi Bea leche a 1 11, 500 
ono on cs eerieihhipibbepmmhindniene hangin 2 20, 400 
Ee sa dav ap saeenbedsdebbesabismumaaaedl 1 13, 000 
i na ll ceca manana etebeulgniiaiaeena 2 50, 000 
i oe rep onntednaanene italia waaeee 1 143, 400 
I ar el ae iad peeieeceaianebbaaon 2 29, 100 
I a eee ae cleaned 1 10, 500 
I didi ni Rial dani net opnanhahaioannitameamibine wmuemets 2 27, 000 
enn SII TET IOI cremate deebemaiinasencenlaeies emilee 20 488, 100 
University of Mlinois: = ee 
Anthropological and related sclences__............-....------.. cada tae 1 2, 300 
an oc a eaidlecentien cree ipratonp ae niniiustn ee bamamenal 1 1,750 
CE eabnnombbladsowieseabhaaauanadeuwils 4 131, 300 
oe «cots nestrpioecesnininamelnad aibardin tgdigiew.ainnsns waa nAEE 5 64, 600 
Genetic biology sciatica eine dace cottages taininssaethtetiakihsTakhivigpatie eres 1 24, 000 
Mathematical sciences..........- nanabinbonin inh sesinsctilaeeentheistiee ip liaguncinitide didi 2 7, 600 
Molecular biology - ---- é OE Nala at é < 2} 37, 000 
nod oa ork neem eine mn aineneelitenaie biabnmhbinien Walkin 2 18, 100 
Systematic biology -----.---- sunk nak penne eaeodie, amis aatiee ae 1 17, 000 
Ne Leo dentin ochinchs inceprearslie bana a eabdiigen semdnnaatemdes San 1 | 12, 000 
IIIT Wr SEU on a sn ul we tsar a cams eae 20 345, 650 
INN So 3 oo aacsensadancuancambunetss 65 | 1, 169, 550 
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of grants 
Indiana: 
Butler University: Environmental biology................-..-----.-------.-- 1 $5, 600 
DePauw University: is 
SE ui ckdigh bhvice xcS tian aidsiipn tsbrsin desk cli eanneesetinsnhadineemianencaniacaatanaty inidiaiaiadatelicediaadl 1 12, 000 
NY SII ogo 5 5 nis dics neicinnitc meeetininecaeioiemmnioadinns &hbauiicimnbenierneiae 1 5, 000 
GN TPG VRP oon aoc eisnecendbuicedeecodiabuntccotinad 2 | 17, 000 
Earlham College: pass) 
PI csc sss ctsech menaoncniaemed ensdiabensestenloacnciaion si ashaeadiieeeiniA Uae 1 26, 500 
INN >. 1 2-4 neon omitene:danainnnaetie gtiioassianaetaenssmaninennadtindek madame 1 8, 000 
TCOREE, TRTIRE CTI. a nin cnc dtnapdemenndidssstycnudeneneantesa 2 34, 500 
Indiana University: Paes. 
SI iil cnsinspriintssssiwtch nck etisg aratneagpanetioaedgimacanaaie eats ieacipiaetecaiien 3 22, 200 
ee es onuamseieeamncinb edad nace | 3 77, 100 
BU I fo ngs catsndvdabcamdicpocadantustioesbalaan ame 1 17, 600 
CIE II Siskin citi chanausngs dads degipanianndaehianmmaaaaeiiaeiiems | 1 8, 500 
RE A Se eis ES alee Tae. | 1 7, 700 
IT THIEN on cnt reid dines ss tladctaicompligan ees bans aksbeislaaniam belied: 2 36, 000 
RR as, cmesmaeb dua iebarasueddadiamin oeedanaaaeiamiieddnie eae Giame | 1} 55, 200 
eI insicicsihyne lon teens aibdioteai cee ilgili ucerisanddaaiiaaiiaaipna cabin <a 1 10, 000 
NE I inc cc ticene-tniwncitaeoaninana bitin eee ae a 1 7, 800 
IE CIS on ivinsDsnthnissnaimdanticdes eatecenten ee seats ace aai eas 2 12, 000 
in ck Daan heeind cob iiarnnxcettintinatectirgtnabeadtinchouusar nae | 1 27, 000 
Suitotal: Beinn TARO . 5 on ein nnn cikncn nna disuindnesntandeenn 17 281, 100 
Purdue research foundation: BRS. 3s 
ahi stilaiikieiainbecmtet aesales ee een 3 50, 200 
RI I nnn at enti aimann ie acesmanonaramae | 3 43, 400 
Pn 3°. c....3. Sa clsacmmmonnn babtntbnbatedagaaiueonsaauan 1 29, 500 
ee, | ER Se OR eee TT 1 21, 500 
RIE is ae pee BATE NR a og oh ak BE a | 1 16, 700 
NNR se Seb en cichcn-ciihesance ce nsec sida enh Gn ieee iin aa 1 33, 000 
Subtotal, Purdue research foundation _.......................-.-.....-- | 10 194, 300 
St. Joseph’s College: Molecular biology.............................-........- S58 20, 000 
University of Notre Dame: | 
ee ee  napnniddaadamne dame adeisimmananantentieaaae 1 | 1, 000 
ee dcabicua eb halienoamenadaion tana neiel | 1 | 3, 400 
Ne TN sn oan ements mati 3 30, 500 
GIR III wr ccinic at oicek Sham ccaceie mocadeen cake aeioued 1 3, 400 
Subtotal, University of Notre Dame-_._....._........-....-.----.----.--- 6 38, 300 
Valparaiso University: Systematic biology... ....................--.--.....- me pe Ss 2, 600 
Wabash College: | 
RU OD IN rnin nenescsingc- win niessueessotetsitn minds Series hess sptmn oil 1 | 4,000 
I ni dathcicctigrciristinctinn duptudentinidntipnbhithiniciigiiiieiie its ies 1} , 300 
UE, We nee IN on eel eneenie 2 9, 300 
Rn, I Delia io ceiintns arent ean oe _ 42 | + ~ 602, 7 
Iowa: “ | ene 
Grinnell College: | 
NN isk Bene capecamieeiaecanemiercnn an accthcon se pupineekene eee nana med 1} 5, 400 
SII icincpitaninnssinciniepsntndnaichitscinbaiaieiitneaes snijsdisccniessileliainaiessuindctoada lala steichal 1} 14, 600 
Bele; Gira ai a ad Rh Sceera< capita pts Sn 2 20, 000 
Towa State College: - + el eee 
Environmental biology............................ a ee a cae 1 | 14, 500 
I Se acetal a clicaikininaianaianm die | 1} 3, 000 
ees ee eee ee ea ee Se ee 1 | 8, 000 
Se ina didi 5 tastiemahinpte loth ctpksasipitecei thee thieiialaasaaptogaleanattia 2 1 | 5, 700 
Subtotal, Iowa State College. ...............-....... ee raed oa 4) 31, 200 
et Se on. caetsce mn angipeianiahs abiniicmniniantoodl era eee a 1 =e 4, 600 
State University of Iowa: | 
CIs cot 5 aug malinies sp oniinmdcnte abeeniibaniasieeel Saeed 1 | 7, 300 
I I och catia selva oacaine eaninarbananseameibanan 1 17, 500 
DERE HIE on as cavancentaccnmconuheomadedanknabinenatale Bee 1 16, 000 
GN Ss 8 ah es oc anntnnek cnc enbadinnlcsnbeosnints 1 6, 000 
Subtotal, State University of lowa_..........- aacatedhaenciteine-iaeaanaieats al 4 46, 800 
Tebh: Gh oie Sees ee ES - ~ 102, 600 
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| Number} Amount 
of grants | 
— — —— eae of es —_ -— 
Kansas: 
Kansas State College: 
Teens nccaneneewancsanssbbunguabinaiateneniiwaraisatesowadaal 2 $19, 990 
inn adampwaveckansascesninsaguaineseieeisalasaaene tats 1 11, 500 
Subtotal, Kansas State College........................--...-.- cea ites 3 31, 400 
Marymount College: Regulatory biology................--..---.-------------- ey 2, 600 
University of Kansas: 
ds eee eKemenneeeabeansapnne lel 1 5, 900 
Earth sciences... PeRANGan La tallraaeniiernsmmecasyiosesc oneal 1 10, 000 
Environmental biology.....--.-.....---.------- 2} 10, 000 
Mathematical sciences.....................----- | 1 3, 000 
ERE Se aewietiniencacetsne.ceieen on jsmmsqanenn 1 | 23, 300 
Psychobiology-_---------- tecchanesa Rican aiighaen Gulia naira nee eas aacekamtare 1} 23, 300 
a as calne inala igimiriennennird on scenewesnl 1 13, 800 
I kT eh eceaetie ne ken amines 1 6, 300 
PND SIU ox asa Soe in cnn ati ccc cusentsin 2 | 24, 000 
nn, Senne Ge SOUR. <<... 5. cco acccnensansencdocseeeuuiee 11 | 119, 600 
RPmevenenee OL WlGtGn: SeeNGll GOIOMOOS. .... 2-6 ono nn nnn ce nennae 2 6, 600 
RSE a ee Ee enee oesinenle amity = ete nh ewer shwenbasel 17 pore 160 200 
Kentucky: aot ea . 
Kentucky Research Foundation: 
i ee ee at Es aicedseensaedasdekes _ 2 | 14, 200 
Sn oa enlace ca curncnopaieeaieaeae sscouel 1] 7, 700 
Subtotal, Kentucky Research Foundation--..............------------- 3 | 21, 900 
University of Louisville: | : | 
Chemistry--........---- wa ennnennece none cnn nnn en seen sono -2--------5-25--| 1} 8, 000 
in eieeeenlpeenapaselniaenaanenre Sameanoail Fal 1 10, 000 
atk eat eaanminacbudaaietae 1 | 24, 000 
a sesiman ives @uergre eaCMna aaa nas ties aid tenet 1 6, 600 
Eg Be, A ae ee ae nee eae 4 48, 600 
Sn nD ENON Goro: ean nusebuwnswansntametuaieboonte d 7 70, 500 
Louisiana: i. Os ; 
Louisiana State University and Agricultural and Mechanical College: 
as to oleneohimn wai naelanent ummiapin Apennines 1 6, 000 
Environmental biology... Sek edie puke-atvasedieceiee apa alel a Wesies haieeensec aot enporessencigiani ate 1 7, 200 
NS a at cece paeenueeinnnbebodivns babies 1 22, 000 
RE etl cen a Me yee ae eit apenas a ea Nae pth at 1 22, 200 
Subtotal, Louisiana State University and Agricultural and Mechanical 
College Sr ale balla th aici liasiiacsinningns wulrindninn merkeighpimetibin Leia ee 4 57, 400 
Loyola University: Systematic biology SbbeawhbbewwsGEbe Sapttinssckiabaters 1 2, 300 
Tulane University: oe. See 
NE | EERIE LEE AT SNE NAN TT EG EO 2) 27, 600 
ne  . ccumiinduasalntbbniedad shbiisbthinhabiash imal | 1 | 10, 000 
ie a ne enadnnce maine deni aewbismlabsducice wieeiueoe 1 4, 000 








Subtotal, Tulane University--.-....._- Stabs stablnsdchioswicadsaadal 4 | 41, 600 
Xavier University of Louisiana: Mathematical sciences.........--------------.| 1 |} 9, 200 
eG a 55 ten mn nwsdecstaniisasssistbedtcscdeubion i 10 110, 500 


Maine: 
OS) SD eptabadsibuacindibidSeuntmioes 


1 600 
Mount Desert Island Biological Laboratory: General_......................... 1 55, 000 
Roscoe B. Jackson Memorial Laboratory: Genetic biology-.................... | 1 10, 000 
University of Maine: Regulatory biology............-..........------.......- 1| 7, 300 
I TEE UES citer eonnenacubhawadwdmninininniiaws kamemineneupene 4 | 72, 900 
Maryland: 
I TN ITI icicles WigsigiaalaacliaSe | 1 | 800 
Hugo Bauer: Molecular bio SI 1 oss alabinigstaepcenciabilios oeaanadaegocanataletin Reais ack am techaene | 1 | 4, 000 
Goucher College: Physics. . ars cecesepeaedbaccs ct cin veils Gaiheanns ck eiindddesien eines 1 8, 900 
Johns Hopkins University: 
Anthropological and related sciences..................-...-ccccne-0 eee ece 1 18, 000 
eee ee nS baer eemaaaaine ano abmnemdainaasinmta 5 | 89, 400 
NTE Tee ee en a eee ee cupiinnmeeneiioenninae aie ab ps ties etatingiea said 1 | 20, 900 
sas eben tigdevnsanineenneaaeions dedostiocndticd 2 19, 200 
I 2 2 ak lilsicnbbiieanmaieiaieinmmmedaieh abated bite = 1 | 31, 300 
Molecular biology. -....-.-- haceac dakeceneplcske nice ote cope eee Seeetara teenaeaiein eeaienntainatetees | 1 24, 000 
ea Ce aan wn ei aeiaeniaiansaraiaameeabidiceans a J , 700 
Psy chobiology. Sisdanicia ceed sos stdendtgestastinaacs cts a ameceaamdnc aieoperktpieom snare onts coed ie teres tvees ' 1! 19, 100 
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Johns Hopkins University—Con. 


Maryland—Continued 
Regulatory biology 



































Rint Sbbcoss kis k bed acinsteSeaesacnedeediemeeemeaetiedle 1 $5, 950 
PITU. nninmussdnbsnsscdbaakons Lukbibninbeciesobbecehecbanbtbnemaaien 2 51, 000 
Sbental, Fons Toekines University... << oso oso sscccdece i ckcnncne 16 283, 550 
Sain’ Fone CG Comey ss os oo soc ccccnsscskccccckcsccccesclescs. ° 1 9, 300 
University of Maryland: e Mass, Los 
Chemistry ia a aes ete edie aiid 2 48,7 
Environmental biology Sat a eee as tes eee seen eee 1 8, 300 
I i a ee “2 1 6, 200 
Physics spaidtond diac hide ateecalecaaamanines ao —_ ‘ 1 7, 700 
PRIGRNOINEGS saigh c pcc rnc ctssceschiss cette 2 18, 700 
TCT, rere Gr I i 7 89, 600 
Washington College: Genetic biology_.................-.-.-- : | 1 5, 000 
Fs BN Oe Ea sen ectceacddenncusenuondigninneepeatant Ae KP “i ia F 401 150 
Massachusetts: eg tl 
American Academy of Arts and Sciences; Sociophysical sciences -............-- 1 10, 650 
Amherst College: a wen 
Chemistry iii dddadhnh sesceienaestosatademameeaanieioe eiicnieisgste ated se 1 22, 800 
Systematic biology_- ET eee Re Oe et Te ee ne en EE ee vn ms 1 3, 000 
Eee: ‘me RON eda ee ee eee 2 | 25, 800 
Boston University: NEUSE ee 
Chemistry a a a a ke cr 5 eee 2 26, 200 
Systematic biology... ca icaies cael ien ain teeeenaiedia neice tad 5, 000 
Re nie eras binge an ant weed Came bere ene I 25, 800 
Subtotal, Boston University ae oe . 4 57, 000 
Brandeis University: oe" 
SRI 5 onc osaclnchaGomntccsace esa ee peecaiee as wae teeieebamnmainen 1 13, 000 
ET Pn 55> ato e Reed ote l ee babedunaihsaneatauananaee 1 14, 000 
ns Cr en ns 8 oS: ecanmaeenan enon aauaenane 2 | 27, 000 
Children’s Cancer Research Foundation: Genetic dco ce eine tc 1 24, 700 
Harvard University: aa 
FEED icichrecineinindnutdinenncan namounn agian ret “ 1 25, 000 
IIIT dncite Rolo > nk on Sk enicetnd waa dae: emeeeaenemaneiaineemame enamine 2 20, 200 
er aa... Soa caeneeclageremedeeaeeaairaiw 2 34, 100 
EE SN i mcnndauncetnkstngsédsndnaoaheaawgesndewdinnaaninen 1 20, 900 
IE BE iiiinicntintnios nnatnaudascmiscniunmiiiiisiia aol 1 1, 200 
CRE CE ethene ccncccecaceceeputhsnnidaacqucncsenadsmmaaheass on 2 30, 000 
Re De 5. oS. 5 a nadnteancswadeaaasannane Sort asi ae 6 177, 000 
PE piiccinnsoncnc.co daca ansmanianknensoaueelleiea cbr Rthmseninns 4 111, 700 
II CIR on oon nn as 5a oe oe Sea noni ose emmnnnnadouremanrem 3 116, 400 
III SIN iio Sa oni isc tine meapesdoonapeedinmesilessm-ctuneien ammascnes aotapeed ecatieel arti 2 10, 500 
ee a ee Ee ena e eae 1 15, 000 
Sen, Le OUGr GU UNIND >. 55> ccadsdinonecnccedabegdsnesssowamete 25 562, 000 
Maria Mitchell Observatory: Astronomy....-.........-....-.--.----- winced 5, 200 
Marine Biological Laboratory: 
a sn 8 as hse aaa iounsnosimmeaaaee 2 41, 000 
DRIINOET PEED noccccatlectcccinacdissewcesenne asked Sia ca cecirmee eats 2 8, 650 
SU i cxscri Sicdiisttach ds vei cidichn pa cialis etetinieccteeh Aiggadaiinisiatietiiriginss amelie 2 426, 500 
Subtotal, Marine Biological Laboratory. ..-........-.-..----------- noans 6 476, , 150 
Massachusetts Institute of Technology: } 
Anthropological and related sciences... -.........--.....-.--.-----.-------- 1 8, 300 
CG os cithdipna ose nackedeenatecaeeusine nierd-ona tie semsieenamdeep bens 2] 66, 000 
SO. | a ons pena ripnsnnantiienianiedaladnioniahaeeaedaiaadin . 3 64, 600 
a a cans en alamubnnsnsnermerdaiainectabaa edad | 4 95, 400 
Mathematical sciences............-..---..- eibuisbuendeianboamiiaana lide aa 1 9, 300 
Gen ic ccenncenne <cebaeuee ee Se a eee 1 32, 000 
Physics_..-. Scknetiinces aaieltn aehesten qnflceminlkaanctiniinera camera 2 | 548, 300 
Regulatory biology --.--- sbckasignithapciseedinicie wien sand 2 | 39, 100 
Ct) ns c omstoaibeinientianagiinddiecmaintinanphiieedtinahinammaaiae 1 | 30, 000 
Subtotal, Massachusetts Institute of Technology -.-------- aes 17 | 893, 000 


Mount Holyoke College: | 
Chemistry . in aibiehibaps.clwak Sbnwesseuiaemaninca en Hecasecetenaunquel 1 7, 000 
Psychobiology - 


in ciihniniintdisdeanaamicaicencpanppistieappitteastict ge dalstedaanaaiame ts ie l | 5, 000 
Gates) Die: Wisiaties Cee air ccccstnacnacnnneucnaiesinen 2 | 12 000 
—SSSSS= — — 
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Number} Amount 
of grants 
Massachusetts:—Continued 
rts Caememeey. ClOMIOtry. onc ccc ceccusonccoccenecehes 1 $7, 000 
Smith College: Genetic biology . Se ee cae ane he eee 1 12, 500 
oo — 

Tufts University: 

Chemistry - -- Ca a Nah Aa Deh! i te NP PG ALERT ET 1 | 48, 400 
Molecular biology. : ae ae Tea bes soledcaoae see 1} 20, 000 
Neen Tn en uns bod peconedaadeiedssutncudinietie ine 1 7, 500 

in Sr SON... ....5.---saUacasdebacccccncecneensecaduuintabels 3 75, 900 

University of Massachusetts: 
oe tt peated ioen debate cues aees ota 1 6, 100 
Sen ee ne ree he ee Nae ee a ee 2 | 26, 750 

Subtotal, University of Massachusetts..................-.------ 2. Liiva 3 32, 850 
= ——____—— | ——————— — 

Woods Hole Oceanographic Institution: | 
Environmental biology Racches sik dheiebanahinans Deeacacinns aedeisameninancibion é 4 156, 100 
i Se ee Fe bh aighoocaglcann sd oabnbe ubbealiien 1 10, 000 

Subtotal, Woods Hole Oceanographic Institution _............-...-.-_.- 5 | 166, 100 

Worcester Foundation for Experimental Biology: Regulatory biology --_-.-___-- | 1 31, 800 

=a eee 

== 5 emanate eh panies aber eioienisoiwacea 75 2, 419, 650 
Michigan: 

Albion College: | 
I Te a aha ang aeeaaon aie 1 9, 700 
eee alae siacdanaueaeal ondaws 1 | 1, 700 

Subtotal, Albion College. __.._.._..- Be ee fo ee ee eee ae | 2 11, 400 

Cranbrook Institute of Science: Systematic biology_................-.....---- 1 | 8, 600 

Emmanuel Missionary College: Mathematical sciences__...............---.-- 1} 10, 000 

Michigan State University: | | 
Chemistry...-- - aa a ee | 2 | 34, 100 
on oo aca ee iaaco cen en wae enwaeae 2 | 30, 400 
Molecular biology --- Leah Aiar ches is seoe tes aaiabamel oes eace aaa aAaee hans elm eeee | 2 | 40, 500 
Pee... <. Die kcee bean tS aac a escent aiteltiiniede. | 1 21, 000 
Psychobiology-----__- sieges sedate ate Mn ii i a A eelieaheamiccaa 1 | 10, 000 
Nee nn ee ahs eae ere taeda aioe 7 1} 12, 500 
Systematic biology - - SENN Se ed ee PT eo | i 3, 000 

Subtotal, Michigan State University_- Sedan oe ann eacaliaiede | 10 | 151, 500 

University of Detroit: Engineering sciences...................--- 22 eee 1 | 8, 000 

University of Michigan: Dee 
Anthropological and related sciences......._.........-..--2---22.---.-2.e | 1 | 10, 600 
Astronomy <a peas Ala Sadao 3c palgdledurmenantell 3 614, 000 
I HS te a ey ee oe alankeoandaadaaw areal 2 |} 34, 700 
Engineering sciences__- : sailed eapasar damedenbasmada eo eeeaineSaake | 3 | 66, 800 
Environmental! biology-- : es ee ees ee eas eee | 2 25, 500 
Genetic biology-_-_- macak col ax ce Dhicial acs oh iaeabcdh Rc al Sal coleandsteeek ds el abet aeeneee 2 32, 000 
SS eS ea as aaa aeme land Tp | 4} 43, 500 
Molecular biology. f SaBcccsessdigneente aes | 1} 39, 000 
eee i ape een del wil eaten padre a Sparen te hat tee llpia oti sal al 1 } 5, 100 
Regulatory biology-- ‘i oe ee euenedandens 1] 10, 000 
Sociophysical sciences_ . --._- . - Mea dada apieegmengitie | 1 | 16, 300 
Systematic biology _. 5 seis died tiieasets hasta 3 | 42, 300 
General. _... ; aie saeeaa ivgbak 1 | 12, 000 

Sichalakdiidiph tl beeen 

Subtotal, University of Michigan......_........ nde n ne ahe aed eae 25 | 951, 800 
' 

——SS=————=== 

Wayne State University: | 
Chemistry-_._.. Pi aid ad aL | 3 36, 900 
Earth sciences : ee ee pecan 1 | 12, 200 
Mathematical sciences_-- Poe eee ete .| 2 | 13, 000 

CS lssilecie et ti cee is 
Subtotal, Wayne State University_...- ee 6 | 62, 100 
Total, State of Michigan.._.- veaceeee spathbavicanboemenns eee 46 1, 198, 400 
as = = 
Minnesota: 

Carleton College: | | 
Developmental biology hone moa’ 1 1, 900 
Mathematical sciences sci hila Mazar titalieti vgeiatiagsi evatlitidiinn ] 27, 300 
CNET nnn ee cae ctu tGn ence sdsang Cedeua wane baawsebnetee l ‘ 

| ——_-__—_— |-- ____— _ 
Subtotal, Carleton College. __.- ah deuce iccichis. cnacnatoen 3 | 51, 5 

University of Minnesota: | Pm Sey 
Astronomy ek —- iti sabes intent sc ical Mati il incase ile | 1} 8, 000 
Chemistry ___-- Sa . coh akaemeinias aoeh 3 | 129, 700 


Engineering sciences._.............-.... a ae 5 | 78, 750 
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| Number| Amount 
| of grants | 
oan | - 
| 
Minnesota—Continued 

Univ. of Minn.—Continued 
Sen SIIIDIIT. «11. -5s.csrset piissnanaienes mene deeligtinesclicomionensinibticeiiaia 2 $13, 500 
PND 5... nd oungaine amigas bapadiieanmcuetnaienn 3 55, 000 
ne og aad ne quaheredniepa eee aire aooean 1 14, 800 
IIE. csi. cineca tha temnensaiaitaeniatinitemaitiea ded 1 21, 800 
ne A 5 Os . 25 5 pagina aivieaiomsendaniceaneanal 1 7, 000 
GS Bie tii eicclanitincunn sscnaiktpbicninda Dada adaaeiabbaiil 1 18, 800 

Subtotal, University of Minnesta.....................------ atl 18 | 347, 350 
"etek, State ol DEMME Sia 5 sone dnncescsnecsecsen 21 398, 85 
Mississippi: 

Gulf Coast Research Laboratory: General. _....................-- 1 3, 000 

Mississippi Southern College: Environmental biology - -----....-.--- 1 | 1, 700 

University of Mississippi: 

Chemistry Fa sinc nce saitllin tnthigg nel caaialalaiuns cistegiiapatadles f 1 6, 900 
eer SUR io Cds ea ate cance tnindiedaueees dd 1 4, 100 
Subtotal, University of Mississippi..................-....-.-..-- 2 | 11, 000 
"ee, DERES Wr BO pithnenctlobastescsdwucneancsdcasese 4 4) 15, 700 
— a es 2 

Missouri: | 

Missouri Botanical Garden: Systematic biology... -..............---- 2 | 19, 700 

St. Louls University: Barth echemoes.... ..-. 2. nnn cc cece nnccncccncescs. 1 } 3, 000 

University of Missouri: 
ne = 5 28 os 8a oN caine naentsan ome 1 33, 300 
Environmental biology__.-........----- < 1 19, 000 
Genetic biology...........-- 7 1 | 19, 900 

>hysics a ee ee ea eee 1} 15, 300 
Repiiattry WG is Hon ncn csc ccc ns 1 10, 000 
Subtotal, University of Missouri-_--.-........-- uthdoapstieoatd he 5 97, 500 

Washington University: | 
a on cant cannes sweetie eae 2 | 27, 900 
Developmental biology aan ; | 1 |} 26, 000 
Earth sciences ___ ‘ pe tie Jini ewhs | 1 13, 000 
Molecular bi»logy . 3 | 122, 000 
Psychobiology | 1 10, 500 
Regulatory biology | 2 20, 000 
Systematic biology - - 1 5, 500 
RI Sh got coe Se odie pnasl patacaeieinae ean uatsy | 1 12, 000 

Subtotal, Washington University --..-.-_. 12 | 236, 900 
Total, State of Missouri 20 357, 100 
Montana: 

Montana State College: 
Engineering sciences none ‘ 1 | 5, 800 
Environmental biology | 1 | 12, 000 

Subt>tal, Montana State College- 2 17, 800 

Montana State University: Physics. 1 | 19, 200 

Total, State of Montana... 3 37, 000 
Nebraska: 
University of Nebraska: 
Chemistry - - ; 1 13, 800 
Environmental biology | 1 13, 900 
Total, State of Nebraska_--___- pemibcsaghen eabaaeinaey ae ated 2 27, 700 
| Nevada: | 
| University of Nevada: Psychobiology -- ihien tui eoldiiaaiil 1 | 6, 800 
ey, ee eg a Pe a Oe ee ee ee ee re atelier as 
i Total, State of Nevada- -_- . 1 | 6, 800 
New Hampshire: | 

Dartmouth College: 

Astronomy 7 nisiehs abies ccesapietaliniontl 1 | 5, 800 
Environmental biology ------ pbienellardismenthe : 7 2 | 12, 900 
Systematic biology - - ae eT en ceeds ; : l 3, 500 
Subtotel, Dartmouth OCollegs.............-...............-.. 4 22, 200 
University of New Hampshire: Chemistry- .--.-- 1 7, 500 
Total, State of Now Hempee. « oc onccsccnsndsncns cand 5 29, 700 
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New Jersey: 


Institute for Advanced Study: 
Mathematical sciences-_- 
Physics_....-- 


Subtotal, Institute for Advanced Study-.._- 


Newark College of Engineering: Chemistry--.....................--- 
Princeton University: 
Chemistry-._- 
Developmental biology - 
Earth Sciences -- Sinus 
Psychobiology.............-.... = 


7” SSE Een 


meee. wremootem University... ._. 6... nese cnn ce eccnene 

Rutgers, the State University: 
Earth sciences_ 
Engineering sciences__- 
Environmental biology -- 
Genetic biology ___. 
Molecular biology - 
Regulatory biology 
Systematic biology - - 


Subtotal, Rutgers, the State University 


Stevens Institute of Technology: Engineering sciences... 


Total, State of New Jersey_....-- 


NEW MEXICO 


New Mexico Highlands University: 
Chemistry__._- 
Environmental biology-.- 


Subtotal, New Mexico Highlands University. 
University of New Mexico: 

Chemistry... 

Engineering sciences 

Environmenta! biology -.- 

Psychobiology__- 


Subtotal, University of New Mexico 


Total, State of New Mexico 


New York: 


American Museum of Natural History: 
Astronomy ‘ 
Psychobiology _- 
Regulatory biology 
Systematic biology 


Subtotal, American Museum of Natural History 
Associated Universities, Inc.: Astronomy_--_- 
Boyce Thompson Institute for Plant Research, Inc.: Molecular biology 


Brooklyn Botanic Garden: 
Environmental biology. 
Regulatory biology 


Subtotal, Brooklyn Botanic Garden 
College of New Rochelle: Systematic biology 


Columbia University: 
Anthropological and related sciences_- 
Chemistry __- 
Developmental biology. 
Earth sciences 
Engineering sciences 
Environmental biology. 
Genetic biology 
Mathematical sciences 
Molecular biology 
Physics 
Psychobiology 
Sociophysical sciences 


Subtotal, Columbia University 








| Number | 


| 
| Amount 
of grants | 











bet ND at et A Pt et 
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107, 650 


o 





1 12, 500 


| 358 200 


1} 6, 000 
1 17, 900 
2 23, 900 











new 
— 
on 
=I 
= 
oO 








1| 19, 000 


1 | 4, 650 


23, 650 


=o 


5, 900 
38, 300 
} 13, 500 
84, 800 
58, 700 
16, 000 
81, 600 
26, 600 
55, 000 
31, 700 
21, 500 
12, 900 
446, 500 


pt ete CIE tS tt et 


URE 


ee RY ee SO 


ee cnn meee 





Num —_ | Amount 





of grants | 
Se apie ersi n are rea enpastnde ee as 
New York—Continued 
Cornell University: 
Chemistry -... iowa naeccinenertap mak aopimiaiieten nites 6 $189, 000 
Developmental NNN a ae ere eee 1 | 6, 800 
Earth sciences. Swththaitleeiparaeineroaant tienen 1 6, 900 
i i MEY... J. ccassakoagacpeceudos ttneeaeeeta = 1 35, 000 
} I Eek ini dan back Se ose ah eve arth ab aliPedinr cenkeb cinta io-iciapeniaa a neel 2 74, 500 
pT REE COURTS Re ok a itl | 1 6, 300 
Regulatory biology..............-___- SSousauie 4 131, 300 
SII INI os scree seem epebagunciacathdlinicciinmasass i 1 24, 150 
Systematic meee. Redon chewentinah sgucnvbhioanehetroeeen a oie 2 12, 400 
General_....... na nepen Aine aed gen te a mniadbihiciy buses dl = a 2 62, 000 





Subtotal, Cornell University -- 


| 
| 
sensi ciptidiitbasa dena iicid tate ac ugha noc 21 548, 350 
Fordham University: Molecular biology aes 91. 000 


Haskins Laboratories: Environmental biology 
Long Island Biological Association: Genetic wanna Cpcatat casos 
Manhattan College: Physics 2 
National Bureau of Economic Research, Inc.: 

Sociophysical sciences 
New York Botanical Garden: “Syste matic biology 
New York State College of Agriculture: Genetic biology _- 


New York University: 
Chemistry 
Development: il biology ste ee eee 
Engineering sciences. _.-....- 
Mathematical sciences _- 

i Molecular biology ---............--- cape natadele a iailinttadameasimial 

PE Hic aacaccncccecacanssonaceencabucndance 





Subtotal, New York University 


New York Zoological Society: 


Regulatory biology-...........-..... manasa opemndgiameniriacdne peameteatiipiiaanneel 
RE PEN o.6 codanceussccesdenccepeeadasek 


Subtotal, New York Zoological Society 


Polytechnic Institute of Brooklyn: Chemistry_............-..---.-.---------.. 
Public Health Research Institute of the City of New York, Inc.: Molecular 





| 7, 000 


Deen ee nace eoaimanea 
Rensselaer Polytechnic Institute: 
Astronomy ; niin ; ; ’ 1 10, 000 
Chemistry j Ssosaantiemnn ena | 1 13. 400 
' Engineering sciences. ............--.....- padrindib sine f 1 23, 900 
ESE ST cman eo cee 
Subtotal, Rensselaer Polytechnic Institute - ____- ae is | 3 47, 300 
Research Foundation of State University of New York: | ‘Ss ae Sd : 
Chemistry ‘ ; = ie ; este 2 42, 600 
Systematic biology 1 
1 


Cra 90 res ctu etaninwsed poses 


| 12, 000 


Rockefeller Institute for Medical Research: | 
Developmental biology : : amen neekaie ; . 1 16, 000 
Molecular biology - Ss 1 


7, 400 


Subtotal, Rockefeller Institute for Medical Research. 2 b 
St. Bonaventure University: Physics 1 6, 600 
St. Lawrence University: Chemistry 1 


Syracuse. University: 

Chemistry 1 21, 300 
Mathematical sciences 1 10, 200 
Physies- 1 13, 100 
Regulatory biology 1 27, 900 
Subtotal, Syracuse University te 4 72, 500 


University of Buffalo: 
Chemistry 2 800 
Developmental biology 8, 000 


Subtotal, Research Foundation of State University of New York___- 4 | 61, 600 
1 
s ) 1 
Mathematical sciences 4 ies : 1 6, 600 
General 2 es : $ i 9, 000 
4 


Saebtal, TV GTG GE TON i oc ccd Seewecchauncenutnencadesaa 


26, 400 
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| j 
| Number! Amount 
of grants | 








New York—Continued | 

University of Rochester: 

Chemistry._..........- iss cas saben haul Saeigdieninale hin ahe commas 2 | $38, 700 

aE 52 on ncn soancnd omens onitinnnegdemeumnpaivemnameennle | 1 15, 400 

Neen nee nn eee ena So Ree ee 1 7, 700 

ET MO ns. bbb acivawdibeaigns aauintlesnieanncinn wikia wninsieuinenbirmainl 2 58, 500 

eee. Tre Veney OF TRORIUNOER Sos occnn nc canoecccdncsSacccacnssssaeeed 6 120, 300 

i at a >. Cola Jtcdnenendocanednatcdbubesabasswresserdaminn | 1 12, 500 

nn Sen... .dhcheocclanuparenabadacs=cntdiesed gukneathennen w 105 | 2,030, 350 350 


| 

North Carolina: 
Duke University: 

8S cre cisneninagebiilsaeonaanainoaeucs pinduaaigunaenemaundent 

«5 ccs ci os ouabain cohoeeae ebdiiaceniaidaaad naneannidieiaie-asiaie 

Molecular biology 


4 

1 

1 ¢ 
RRR 35. ao donkancose Bi IR i J éccnteamcachigabaadignrttetemiaiipianmmaeiahieanstabed 2 53, 900 

° 

2 

1 








TE NN nn on no i cnenatingndeamnatienakianpeaonomimateidrotl | 36, 100 
I a es cacy sents aca me gecesi gence anton tolp eienepca ie riainienaeaiaandmnte a 15, 000 

Sa eg rer eee oad 25, 000 
nnn: SERINE TI on coe rea as a ag ae 13 234, 800 
Teenie peeeeenson: Beation: Getieral. .. <n ccc cccc cc ncnccncencacccacceusec= 1 | 60, 000 


North Carolina State College: 








es ccenit tetinetaipdananermiabaminadbainiinh  aepseisieinmindiian dies } 1 12, 700 
Molecular biology--.-.-- a cs cio ao mem staseoamei auras naciamonn tiem elouaemeaael } 1 25, 00 
Subtotal, North Carolina State College.................................. 2 37, 700 
University of North Carolina: Chemistry.............................---..... 1 8, 000 
ee ee 

SOIT URONIC UI dn ca maabsmnite mene enaweeinn | 17 | 340, 500 


North Dakota: 
North Dakota Agricultural College: Environmental biology..................- 1 3, 200 
University of North Dakota: Engineering sciences_-_..-- 1 


Total, State of North Dakota_...........- sci Nite ddalintd saetia het Ets at Cote iaaae 2 17, 500 
Ohio: FAT mi cabo! 

Antioch College: NT faa 1 10. 000 

Bowling Green State University: Env ironmental biology Guninnnhaedicabeceastate 1 1, 200 


Case Institute of Technology: 
Astronomy a aa eae ey ee Soa 
Chemistry-_---- : | 


5, 650 
47, 400 


1 

2 
Subtotal, Case Institute of Technology - ars Ee Losul 3 53, 050 
Cleveland Hearing and Speech Center: Psychobiology_..... i ee te 1 3, 200 
| 1 
2 
1 








Kent State University: Psychobiology 4, 500 
Oberlin College: Earth sciences__. 11, 650 
Ohio Academy of Sciences: System: atic biology Gas halneetaamaaements 12, 000 


Ohio State University: | 





Astronomy : 3 55, 300 
Chemistry -____- : et i ; | 3 | 59, 400 
Engineering sciences__- S eaitabsens ad 2 | 20, 300 
Environmental biology. bhaiaih hecsdibael vai adie ales Pees ‘ 1 | 4,000 
SINS. ci. sd cnn snnciedhbekaamevens Cention ie omen 1 | 7, 000 
EES IS ET a Sa ee eres oa .| 1 | 5, 100 
| — — 
Subtotal, Ohio State University sips iniees grins ebesiics ciiasasiten dais eansoninalaian 11 | 151, 100 
Ohio University: | aA PL Fe 
Chemistry _...- ; Z ao. crs : Soe 1 | 7,000 
Physics_..- iis alll cit cad eli atl eee ta a a 1 | 17, 500 
ets. i nesisebawsen peccseiaasecenwill I | 5, 650 
Subtotal, Ohio University._- Epcadan Leiaticablsiaveneeaeie alee | 3 30, 150 

Ohio Wesleyan University: | 
Chemistry_. inate aCe acids nell iete be Aiea i 1 |} 5, 300 
Systematic biology. -- nicks Seed eekeeosaipladbeieie Se eared ai cpansuniees 2 1 3, 000 
Subtotal, Ohio Weslevan University 2 | 8, 300 
University of Akron: Chemistry-- pede ‘= : a 1 35, 800 
——_———_S | ——— 

University of Cincinnati: 
Astronomy . ‘ 1 14, 850 
Chemistry ‘ et j 2 20, 300 
Earth sciences : eeetew 1 | 2, 250 
Engineering sciences__. ai e eel 2 8, 300 
Subtotal, University of Cincinnati._.................................-.. 6 45, 700 





SS nS SSS ss SPS 
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Number} Amount 
of grants 
Ohio—Continued 
Western Reserve University: 
| ON I i osn ctor lett is Ru a ed ge ae 1 $25, 000 
} Physics._- = sodiarushentebndonecbandnapaanand eatin 1 15, 700 
i oe ET RSET TOME TLL TE | 1 9, 600 
Subtotal, Western Reserve University.................................-- 3 50, 300 
i Wittenberg College: Developmental biology.......................-.-.-..-__- 1 4, 500 
Ey SOE CI iiss 6 rnc nvgccukiiimabnnnageandiaudeaninntctetnmoreee 37 421, 450 
i Oklahoma: 
Oklahoma Agricultural and Mechanical Coeee: 
| Engineering sciences._._____- <eiltedbiiiiniereasateten ada a dithe  i ie 1 9, 900 
' Environmental biology-- ow bdsnse mabate anebaaiainesem eens ane 1 500 
POU RINNE | 555. 5. = 5 nnn Sebns cbelancbadaeenalaensee i ae 1 15, 200 
i Subtotal, Oklahoma Agricultural and Mechanical College._.__________ 3 25, 600 
i University of Oklahoma: r 
i Chemistry_.__. sere <a : Syd aia heed eae 1 3, 800 
i Payenovlolegy..3.-ssnsss.-..-- : ate Sin ee edd ct eee 1 14, 200 
| General sips doapels epaeataen oan ae ientiicaiaie ieee siemens 8, 000 
| miei 
Subtotal, University of Oklahoma.......................-....---.- | 3 26, 000 
i University of Oklahoma Research Institute: E ngineering sciences. wel 1 14, 500 
| Total, State of Oklahoma... . 7 6, 100 
i ——_—_[=__<[—S==—=—======= 
} Oregon: 
Oregon State College: 
| NE UN hihi 50 occ einan mnt ned hicks eames ca cede : 2 8, 000 
Environmental biology -- sabedlamen plat diet be snccaicel tice itinarin de Sabtaditand ca 2 21, 700 
Molecular biology - : seceece oad 1 8, 000 
Systematic biology. ............--.-- Anes dade itiescl 1 4, 100 
i General phan ddan rts nweni aa cinemas ; 1 20, 000 
| Subtotal, Oregon State College.............._-___- 7 61, 800 
' Portland State College: 
' Environmental biology. 4, 000 
: Systematic biology. “ 9, 000 
wanbotal, Portdaml State Calese ss sick iccsies sno a camden csckssccesden ct 13, 000 
' ———— eS | 
i Reed College: | 
Chemistry. -.......... 2 ban el Fees peranbekearaes 17, 400 
Developmental biology - : ‘ ; ai 7, 000 
Molecular biology - ni eaeinaehipncoiapaad guedionacicin eebebee 6, 000 
Subtotal, Reed College................_-. Pete a el cee en 4 30, 400 
University of Oregon: 4 
Anthropological and related sciences___-_-_- 5, 800 
Enviornmental biology.-...............-.-...- 9, 900 
| Molecular biology..................- 16, 000 
Regulatory biology 5 abohie coddeeetbakes iiaeabembinertenene 17, 200 
Subtotal, University of Oregon._....-~-_- 48, 900 
Total, State of Oregon....-....-- ahaa te eRe ee ee oe, : 17 154, 100 
Pennsylvania: co 
Academy of Natural Sciences: General. -._...............---.--.....- igauaeseel 1 84, 000 
Bryn Mawr College: Regulatory Biology... -_...............---..--....--...-- | 1 10, 900 
Bucknell University: 
De NN a ro Saas | 1 7, 100 
I Ag fd thi dager nmancinadoned satiate todas 1 4, 500 
De eRE, TEs Wr POON oink cho onc occa saddetoncndotncsecclae 2 ll, 600 
Carnegie Institute of Technology: ; 
Chemistry - _ _- Medias aespsSsiocs viseiop cath coast eotianlaonasatiaeiiadeats decent laa ace | 2) 46, 109 
Engineering sciences... cubic cat pele ential akcideacaieneeneneeh oaiioniantieae 4 48, 300 
Physics ince acadeheredipaemisneniendindsbideaiaty @intdeceimalieemmniamad 1} 31, 900 
Subtotal, Carnegie Institute of Technology.........................-.-- 7) 126, 300 
Hahnemann Medical College: 
Regulatory biology___.-......--- shots teemaheeheiacatat aga ne ities estates a 2 19, 700 
| IR as eicin ns Sate Notices reb5ob neck ee ewee Seabee ted ee i 2, 400 
| Subtotal, Hahnemann Medical College..................-......-...--- : 3 22, 100 
21548—58—pt, 1——19 








Pennsylvania—Continued 
Haverford College: 
Astronomy -. vena pz i. 
Molecular biology - 
Physics. . ....-- ; 
Regulatory biology 


Subtotal, Haverford College 


Lehigh University: 
Engineering sciences 
Sociophysical sciences _ 


Subtotal, Lehigh University __- 
Mellon Institute of Industrial Research: Chemistry- 


Pennsylvania State University: 
Chemistry. 
Earth sciences 
Engineering sciences 
Genetic biology 
Mathematical sciences 
Molecular biology 
Physics ‘ 


Subtotal, Pennsylvania State University 


Swarthmore College: 
Physics seat 
Psychobiology 
Systematic biology 


Subtotal, Swarthmore College 


University of Pennsylvania: 
Anthropological and related sciences 
Developmental biology 
Earth sciences 
Engineering sciences 
Molecular biology 
Physics 
Regulatory biology 
Systematic biology 
General __-_-- : 


Subtotal, University of Pennsylvania 


University of Pittsburgh: 
Astronomy 
Chemistry ach 
Developmental biology 
Environmental biology -- 
Molecular biology 
Systematic biology - - é 


Subtotal, University of Pittsburgh 
Wilson College: Earth sciences-.--- 


Total, State of Pennsylvania_.-.- ‘ ; ane 


Rhode Island: 


American Mathematical Society: Mathematical sciences 


Brown University: 
Engineering sciences 
Physics 
Psychobiology..- 
Regulatory bi logy 
Systematic biology 
General 


Subtotal, Brown University ‘ ‘a 
University of Rhode Island: Systematic biology - . 


Tctal, State of Rhede Island Samia 


South Car-lina: 
Clemson Agricultural College: Physics 
College of Charleston: Molecular biclogy.....................__. 
University of S: uth Carolinas Chemistry_. 


Total, State of South Carolina 





Number 
of grants 


Co) tt ee tO Or 


nee 


—_ 


Amount 


$5, 000 
16, 500 
30, 700 


29, 700 

5, 200 

34, 900 
43, 500 


38, 000 
67, 650 
31, 600 
10, 000 
18, 200 
23, 000 
17, 000 


205, 450 


22, 500 
25, 700 
20. 000 
79. 600 
53, 000 
84, 600 
| 44, 500 
6. 400 
| 85, 000 
421, 300 
5. 750 

42, 000 

13, 000 

7, 600 

34, 000 

2, 300 

104, 650 
2, 000 


1, 172, 600 


29, 500 


9, 000 
16, 900 
3, 990 
11, 550 
3, 490 
9, 000 


53, 750 
15, 000 


98, 250 
12, 000 


4, 500 
5, 600 





22, 100 
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South Dakota 
University of South Dakota: Regulatory biology_-_-...........___- 


EE, SE ID TIE sc. sincaetiesnieticsnci ane hinting Daiietinteticintadaideaiatnidmniod 
Tennessee: 
George Peabody College for Teachers: Psychobiology_..................-- 
Union University: Systematic biology 
University of Tennessee: 
ae a ca a a il 
Devel’ pmental biology-. _- 
IIIS CI nt 5 1 tc wae ahd wie saenenidbamebiinisdadremmiaionaieone 
Mathematics! sciences 
Regulatory biclogy 
Systematic biology 
General 


RR, TIC, GE I ii seven crernnpsini natin etka ditecortiniaeneecsinn lA 

Vanderbilt University: 
Environmental biology 
Molecular biology 
I inctiinie thd scat newondiveinakonciinabnibedhimepeabmuleiameiintameadatal 
Regulatory 


Subtotal, Vanderbilt University 


Total, State of Tennessee...............-..... SE a Seay! 
‘Texas: 
agian. Vpivertitet COIR. ccickivisnandihsdntnwhansdedenedetinannssonanceas 
Lamar Research Center: Engineering sciences 


Rice Institute: 
Te INNINGS WII i. cicsictecnsisi tn aicerinoeilenienininetientiiatiaciaiaiemeta titan 
PR nen nchempeccasorsercosnesdgnsscnbdbiinbeiniaidininn tab ccisabieahal 
Regulatory biology 


IE. TAG TR ids «ccc ccnine tired odbinhtedbnstate dadeee tepiiinainnra 
St. Edwards University: Chemistry 


Sam Houston State Teachers College: Environmental biology................_| 


Southern Methodist University: Systematic biology 
Sul Ross State College: Environmental biology 


Texas Agricultural Experiment Station: 
Developmental biology 
Regulatory biology 


ee ee 


Subtotal, Texas Agricultural Experiment Station....................._. 
Texas Agricultural and Mechanical College: Regulatory biology. 
Texas Agricultural and Mechanical Research Foundation: Engineering sciences. 
Texas Southern University: Developmental biology --.-_-.- ~ 


Texas Technological College: 
Anthropological and related sciences__- 
Psychobiology --- 


Subtotal, Texas Technological College 


ener Tibeeteaibars FeO wiihiianctcccennccmndddcuncusinvdennoseiscahate 
University of Houston: Engineering sciences-_-__- 


Univers'ty of Texas: 
Astronomy 
Chemistry --.... ai 
Engineering sciences... .....- jenrieiara 6 eiitintin itunes tn dmpenintaninidandea 
Environmental biology 
Genetic biology -..-.- 
PIE CORI is ccnnredaetuassesdeesetinaicieiietiiesesmianite 2 
LEE ALOE AL CALI RNR EIS 
I 60:60 sais Gibndin Ge dbetadi bensecewestakaenadeneiiici ls 
Regulatory biology 
Systematic biology 


— 


Subtotal, University of Texas 


EE) UNIS: BO ciiriiecsncincinctisipwintequienttiacnamaammenhiadtlidaameadieseidinst 

Utah: 

Brigham Young University: 
CII icin diaslnineemntsiingpepeneniien baadiniieedtemsiaeiiameiamainaimitlaade 
CO I i tities cig dines incidioennani Gepeindiditabemnamnatitimitiabalenbenianninnd 
Molecular biology................ ae Sa neces siicaditninnpinigchiinbdaantinadiin 


Subtotal, Brigham Young University...................... etiniticin ensonbied 














1 
1 
2 
1 
1 
1 
1 
1 
1 
1 


ole 
wie 





























Number| Amount 
of grants 

1 | $3, 000 
1 3, 000 
1 4, 700 
1 3, 200 
1 | 8, 000 
1 | 11, 500 
1 19, 300 
1 16, 100 

3 38, 7 
2 9, 475 
1 12, 000 
10 115, 075 
1 8, 100 
| 1 15, 000 
I 22, 000 
| 1 | 13, 100 
4 58, 200 
: 16 181, 175 
1} 3, 800 
2 19, 400 























Number | Amount 





Utah—Continued 
University of Utah: Anthropological and related sciences..._........ --.-.-._- 
Ne TT anne ncensaudnesehehenobpedereemydeledictm cues ae 
i... asattedanebecdingn® sundandsenbadudhoniiinivaaen™ ease 
Nee ene eee ce eno nconepusenseeaeeesonieeltclbhuiseiepceubeoes 
RAR. cnenpunttnce gakaesteerennsueny eine sientmheun tanedoseinas 


Regulatory Biology 
Subtotal, University of Utah. 


Total, State of Utah 
Vermon 
Middlebury College: Physics 


University of Vermont: 
Physics___.___- Ls watess 
Regulatory biology 
Systematic biology 


Subtotal, University of Vermont. ......-- 


Total, State of Vermont 


Virginia: 
Bridgewater College: Chemistry 
University of Virginia: 
Chemistry_..._-- 
De velopment al biology 


Physics__.._. paceh ease wes 
Systematic biology 
General 


Subtotal, University of Virginia 
Virginia Poly technic Institute: 


I caste eel aac naine ded eiadbal | 


Washington: 
Gonzaga University: Systematic biology 
State College of Washington: 


Chemistry 


Systematic biology 
Subtotal, State College of Washington 


University of Washington: 
Chemistry 


Environmental biology 
Psychobiology 
Regulatory biology 


E nginee ring sciences........- osncesnacecccovece 


Environmental biology..........- cchliinhicrioiaaneaimtii eae ddd oa tndieend 
DEY DUET She nies ccnndntoncinanseasadacdnescsssebsessecbntsacaueue 


a ce dinipeensieiinboereriatncssnmineaieesloibibnin wii Gabiataescai 


Engineering sciences.......................- 





SE calc is ra ndeceecelgaie omlaipbalastecnmieioeh dais richie es cabal 


Subtotal, University of Washington 
Total, State of Washington 
West Virginia: 

West Virginia University: 
Chemistry 
Environmental biology 
Systematic biology 

Subtotal, West Virginia University 

Total, State of West Virginia 
Wisconsin: 

Lawrence College: Molecular biology 

Marquette University: Mathematical sciences 


University of Wisconsin: 


Anthropological and related sciences..................-.----...--..----.-.-- 


Astronomy 
Chemistry....---- 


Developmental NPs éi555cc5s5cccs0sesecesnsesesneesssseneszeseesss | 





1 $3, 900 
2 40,7 
1 18, 100 
1 9,000 
i 45, 100 
1 23, 650 
7 140, 450 
12] 204,650 
1 6, 300 
1 15, 000 
2 21, 500 
1 2, 500 
4 39, 000 
—«§ | 45, 300 











1 1, 000 
2 38, 000 

2 14, 500 

1 13, 500 

1 8, 200 

i 10, 200 

1 8, 000 

8 92, 400 

1 4, 600 
10/9800 

1 4, 000 
se 
1 14, 000 

1 8, 000 

1 1, 700 

4 32, 200 200 

1 15, 000 

2 18, 400 

1 20, 600 

1 11, 400 

2 12, 000 

3 49, 000 

10 126, 400 

«15 | 162,600 
1 8, 500 

1 12, 200 

i 3, 800 

3 24, 500 

| = 8} ~—s28, 500 
= —_—_—_——=_=_{|_&On—_———————S=—= 
2 9,000 

1 7,900 

1 15, 700 

1 14, 000 

4 86, 000 

2 36, 500 





291 








a | 
i Number | Amount 
of grants 
| Wisconsin—Continued 
| University of Wisconsin—Continued 
TI I a as dias pieitiniagnieenieiina Rameaiaibiraeadatiesiuine cael 1 $46, 000 
RE ORTANG CII ccciiltict en winsiteern cas sicltetadstclclbiatacansteittpes tian cmernhaittaansn iti 1 10, 900 
' I i 2 | 31, 500 
| DEINE CONOR asc Sdn cc klk wncctdonciinncdikenkbtubosedadbancss | 2 | 26, 200 
| PE RIIONIES DIONE oskc crc womirecrnbnmrinnnnnnininmsaimal tbs d, 2 64, 800 
ates eons asinta<<kpieokvcimaahohalinenpinaieadilnl EEE IAS wei 2 150, 000 
' I tilled i: ctcheewttentowintclabewisl ecidapetoabian acne cama titled ittitaiiadts 5 92, 700 
| EEE CE mere wae ncodanundttciomandttinnssintelinialbisatibnnaphestmpipeiiaie 9 197, 300 
i GONG. 5 0c cn adebsiesdnenns vabebdenuaintanahtnulangiindebonedasdtapeldaity 1 30, 000 
COGS, Cee ei eear OE “oe Nao nr ct dteticncseansnndvationin’ | 33 811, 000 
= ———_——— 
Total, State of Wisconsin...............----------e--s------=- seannmuaiel 36 818, 500 
} ——_— 
i Wyoming: 
' University of Wyoming: 
Chemistry-....-... 6 dd ork ees cianniatinn eels Gis cacti ania iii RRs eel Mae ee 1 7,000 
' PRPCROONIIIEY acecc ccceccccdecncscepescaseeddinecheshtndepleeheatduechedd 1 9, 100 
Dubptetel, UBIVeesy GF W FOU nc cccccaccnseccwscnsnstdacusncectaneses 2 16, 100 
Total : State oF WG nis tees scsccadiicsinalshaiedpdictigthatthaemmbie = 2 16, 100 











District of Columbia: 

American Institute of Biological Sciences: General..................-..-----..- 1 11, 500 
Catholic University of America: Mathematical sciences_.................------ 1 5, 000 
Georgetown Universitas PRGUIG. sicnccnachcictatadenamnctnincatscnnttndhemeal 1 
Howard University: Engineering sciences. ........-........-..-.-..-..----.--- } 1 12, 000 


National Academy of Sciences-National Research Council: 














Hearth: SORMIOGE..2 Shi i tied acco dicdintidcgdacionbibhddisdieebn<debeidsted 1 20, 000 
Deathomntied! SclenOGl.. .......ccccc ons sisidatsspergeaiddapeeastensuhecotnen 1} 2, 000 
Byatematic DIGIEY . ....<.ccecccccccessccccsetbbbeedsasibssabiebbasboen 1 11, 500 
SONI nti ichiakp nthiipnatiagectimpandeebsanemamhobenbicanrbpadiimedede | 2 70, 000 
' | —_———————— 
' Subtotal, National Academy of Sciences—National Research Council_- - -- 5 | 103, 500 
—S———S—.|6se_a———_— 
National Bureau of Standards: 
CR ES. le aa eceacs oh b- de qudtdenantindetasbpenionitieeeheian sas 1 37, 700 
Re as. LA, RLS a ol I Se 1 120, 000 
Subtotal, National Bureau of Standards_-_-.---. aati b cleadarae aces 4 Sy 2 | 157, 70 
Smithsonian Institution: | 
Anthropological and related sciences._................-.-...--.------------ | 1 1, 500 
Regulatory biology................--..-.-- ceded eth adakish<ch otebibtebdes< 1 27, 000 
GROOMS DEIN. <n 6 ods bo pigs ctligs rc wscav ae ipabngsksbbaddebundaby 3 | 7, 700 
Geleotell, Games as Tam os on kc cnde cw cccindowncnssceuinben 5 | 96, 200 
Tabak, Diselet 66 Celera. ion 555 cn cet ncn sistdtd. date ndeendus 16 396, 000 
Bermuda: ray 
Bermuda Biological Station: General Bi Nera atch ha Sciadialtainmuivasitlid tates 1 19, 000 
Wteh DetwinGys 656 a dh6 pk ccd hss sbstibeend series che < 1 19, 000 
Canada: what) 
Queen’s University: Regulatory biology...........-.....-..-.-.--+-----....-- | 1| 3, 200 


University of British Columbia: 
EE SI oo csssscinidtnies ot chipper aaipeiceelteinaammnalatmteaiadet apne nae 1} 5, 000 
Environmental biology 1 




















bib cles Lida db cbabuncectdbedbudabddeascheemhnesbed 9, 400 
Subtotal, University of British Columbia_--..........................-- 2 14, 400 

ORR: CI nad, ss tin dbierttiewnndndinidanitcetaildiss sdaadadtieen Bois § 3 Oe 17, 0 
England: | ve ee 
Charing Cross Hospital: Regulatory biology................-..-..----.---.-.-- | 1 8, 000 
TORRE, ME od cn cnccbnnedanse achiane eauwatitiypdamidenlddedpataaah Sel 1 6, 000 
Hawaii: ai Be 
Bernice P. Bishop Museum: Systematic biology. .......-.....-.....-....-.... 1 | 8, 000 
University of Hawaii: L | Ie 

| eee OL ee SP ae ne Se. 1 23, 500 

EE I ws notin wtnrciesédeteay nipewitcandadatnaaidaddein-satienmamtia 3 | 21, 500 
Sabteotal, Vaivessity of Mawel... caicds dacpicdiie cntiadencencmencdébiccagey 4 45, 000 

Dll CIN isis nieessaipsschtanilinnd aapiilieelaecaa tte deci acai ea 5 53, 000 


Peay ese 
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Number} Amount 























of grants 
Italy: 
meapees Zoctogionl Btation: General, . 2... snccccnsnss eebitinsccénsseoecbnedsswes 1 $24, 000 
a i 1 24, 000 
pan: oem, a 
myees Tan versity: Dioleculer. biology... 2.5 6.c.-.nnnncenndasscccensaceensss 1 1,7 
I ae ss easacincienaleg uemeicinnie toebetiod masini ance ees si tibinia 1 1, 700 
Sweden: E 
Royal Academy of Sciences: Earth sciences_.........--- EAE LN De | 1 25, 000 
No . skcctinsicencee aiid sialletect cts 5S saan sical adbebobaie | 1 25, 000 


Mr. Tuomas. The table on page 38 shows the number of grants to 
Alabama is 8, and this table on page 318 shows 4 at a total of $45,150. 
What happened to the other four? Dr. Waterman, did they get lost 
in the shufile? 

Dr. Waterman. They may be done on a different basis, Mr. 
Chairman. 

Mr. Tuomas. No. Arizona has 10, and this table over here shows 
a totalof5. What is wrong here? 

Mr. Sueprarp. The figures in the appendix I believe are correct 
figures. The appendix material was made up at the end of the year 
for all grants made during the year. 

Mr. Tuomas. And the table on page 38 was an estimate? 

Mr. Sueprarp. It was earlier, sir, and is a cumulative table of ac- 
tive grants. 

Mr. Tuomas. Let us not put page 38 in the record, then. 

Who made those guesses? The guesses for Alabama and Arizona 
were just 50 percent right. 

Dr. WarermMAN. They were done on a different basis, that is all. 

Mr. Tuomas. Maybe I had better change my comment for North 
Carolina and Texas. We had better review them a little. 

(Off the record.) 

Mr. Tuomas. Let us turn to page 318 and see what North Carolina 
really got. 

Dr. WaTERMAN. Page 341. 

Mr. Tuomas. Let us see how it compares. You have 13 grants at 
a total cost of $234,800. 

Mr. Osrertac. That is for Duke only. 

Mr. Tuomas. Yes. It is 17 for $340,500. Page 38 shows they 
have 5 institutions and 50 grants. This first sheet did better by you. 
It actually turned out that you had 17 grants for $340,500. So you 
did not do too well, Mr. Jonas. 

Let me see what Texas did. 

(Off the record.) 

Mr. Tuomas. Put your finger on Texas right quick, somebody. 

Mr. Yares. 349. 

Mr. Tuomas. A total of 32 grants for $392,700. Over on page 38, 
you had 16 institutions and 49 grants. We did not do too well. 

Dr. WATERMAN. The total on page 349——— 

Mr. Yares. I did not know Texas had so many advanced students. 

Dr. Waterman. The total is $392,700 shown on the lower part of 
page 349. 
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Mr. Tuomas. They had 32 against 49. This first sheet had 16 
schools and 49 grants. You cut it down from 49 to 32. 

Apparently all the money goes to California. Let us see what 
California received. 

Dr. WATERMAN. Page 320. 

Mr. Osrerrac. I call your attention to the fact that New York 
has 105 grants at $2,030,000, but we have a large number of insti- 
tutions. 

Mr. Tuomas. What page is California? Page 320—111 grants for 
$2,247,800. You got more than New York, don’t you see. New York 
did not do so well on a pro rata basis. 

Ladies and gentlemen, we thank you very much. You have been 
very nice to come over here and sit with us. Will as many of you 
as can come back tomorrow. The Board is always welcome. If you 
do not feel like coming back we will not ask you to, but if the Founda- 
tion will come back tomorrow we will try to go into some of these 
programs in some detail. 

Dr. Aserte. May I say the members of the Board enjoyed it very 
much, indeed, and I regret we did not know we would be heard this 
afternoon so we could all stay. 

Mr. Toomas. Thank you so much. 

The committee is adjourned until 10 o’clock tomorrow morning. 


THurspay, JANUARY 23, 1958. 


Mr. Tuomas. Gentlemen, will the committee please come to order. 

Well we have with us again this morning our friends from the 
National Science Foundation. When we adjourned on the last meet- 
ing we had enjoyed the company of a good many Board members as 
our friends from the staff of the Foundation and headed by Dr. 
Waterman. We had a general discussion and we had put in some of 
the general tables of this year’s estimates for appropriations. We 
had also put into the record a number of research grants and the 
location of those contracts by institution. 


Support oF ScrENCE 
SUMMARY JUSTIFICATION DATA 


Mr. Reporter, at this point will you insert in the record pages 8, 9, 
10, and 11. These tables all deal with the support of science. 
(Pp. 8, 9, 10, and 11 are as follows:) 
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GRANTS AND CONTRACTS 


Mr. Tuomas. And in that regard, for the fiscal year 1957 grants and 
contracts we had $21,580,733 and for 1958 that was increased to $24,- 
029,612, and for 1959 we have a request for $55,069,000, which is an 
increase of $31,039,388 over fiscal 1958. Is that correct ? 

Dr. Kiorstrec. That is correct. 


SUPPORT OF BASIC RESEARCH 


Mr. Tuomas. And we will take a look at your program, support 
of basic research. This year it’s $40 million estimate against $16,262,- 
692 for last year. Then that program is broken down into biological 
and medical sciences. It is $19,575,000 against $7,831,346; mathe- 
matical, physical, and engineering sciences $19,575,000 against $7,- 
831,346 for last year, and the social sciences $850,000 this year against 
$600,000 last year. That gives you the $40 million for 1959 against 
the $16,262,692 last year, an increase of $23,737,308. The remainder 
of the $31,039,388 increase goes for surveys and reports, travel, and 
so forth. 


SUPPORT OF BASIC RESEARCH FACILITIES 


Next you have biological and medical sciences facilities, $2 million 
this year against $1 million last year; mathematical, physical, and 
engineering sciences, $10,400,000 against $5,100,000 for last year. 


SURVEYS AND REPORTS ON SCIENTIFIC RESOURCES 


Then you have surveys and reports of scientific resources, $290,000 
against $174,396 last year. I think, even though the money amount 
is not too large, that item ought to be looked into with some care. 


DISSEMINATION OF SCIENTIFIC INFORMATION 


Dissemination of scientific information $1,879,000 against $854,673, 
an increase of $1,024,327. That item ought to be looked at also. 


ATTENDANCE AT INTERNATIONAL SCIENTIFIC MEETINGS 


Your item of $500,000 for this year against $125,000, which is an 
increase of $375,000, for attendance at international scientific meetings 
might deserve some attention too. 

As I stated awhile ago, the record is complete now with the location 
of the universities and the amount of the grants in the biological and 
medical sciences, and the mathematical and physical and engineering 
sciences. Is that correct? 

Dr. WaTeRMAN. Yes, sir. 

Mr. Tuomas. Let’s take a look at some of these other items in the 
way of facilities. I think it will serve no useful purpose for us to 
go into the contents of these grants you are offering because I am 
sure the committee would get lost right quick. 

Generally though, how much good do you think these grants are 
doing? We have been awarding these grants for the last 5 years in 
these 3 scientific fields of basic research. 
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Dr. WatermMANn. They have contributed a great deal, Mr. Chairman. 
As you know, it is a characteristic of basic research that if a man is 
good, whatever he finds is important. He may not always discover 
something. But his search prevents others having to look. And what 
this succeeds in doing, the results of his research are published in 
scientific journals for use of all, therefore adding to the general prog- 
ress of science. Every once in a while there are, of course, rather 
striking discoveries, and every once in a great while there are really 
capital discoveries. 

r. THomas. They pay off. 

Dr. WaterMAN. They certainly do in a big way. 

Mr. Tuomas. Sometimes it looks like money going down the drain. 
You see it going out and you don’t see it on a day-to-day basis com- 
ing back, but all of a sudden it comes back and pays tremendous 
dividends. That dividend today may be 2, 3, 4, or 5 years or even 
a longer period of time off, but I for one think it’s coming though. 
That dividend is coming—I don’t know when. For every dollar you 
put in basic research I think that dividend is going to show up. It 
may be a little painful and a little slow finding that dividend, but 
it will come just as certain as shooting. 

Dr. Waterman. The way of showing that is very interesting. His- 
torically in great discoveries the man whose name is kown in connec- 
tion with the discovery gives credit to the people who preceded him. 


So anything one man does rests on the quiet work on the part of 
many others. 


FACTORS AFFECTING THE NATIONAL SCIENTIFIC EFFORT 


Mr. Tuomas. Doctor, I think these words on pages 15 and 16 are 
worth putting in the record, and, Mr. Reporter, insert pages 15, 16, 
and 17. 

(Pp. 15, 16, and 17 are as follows:) 


Factors AFFECTING THE NATIONAL SCIENTIFIC EFFORT 


Our age of technology is founded directly upon science. It is generally agreed 
that the utilization of methods and machines—products of science—has been 
instrumental in transforming a raw wilderness into the prosperous, complex, 
industrialized society we know. Our future as a Nation—in terms of develop- 
ment of new products and processes, new industries, conquering of the problems 
of disease and of aging, and providing the weapons required for national secur- 
ity—is dependent upon our ability to maintain and to increase our progress in 
scientific research and in technological development. 

Basic research, which is the primary concern of the National Science Founda- 
tion, provides the source material for applied research which in turn leads to 
industrial development thereby providing jobs for our growing population. This 
relationship is continuing and long-range in nature. The effectiveness with 
which we meet the challenge will depend on the steps we take now to solve four 
complex and interrelated problems. 

Basic research.—The conduct of basic research must be strengthened so that 
the necessary fundamental scientific knowledge is available for applications vital 
to our national economy and military adequacy. As it is well recognized that 
basic research is the basis for technological development, the foundation is con- 
fronted with the need for identifying and giving attention to activities that will 
provide a level of basic research commensurate with national requirements. 

Comprehensive data for 1953-54 financing and performance of basic research 
indicate that a major portion of such research is carried on at colleges and 
universities. Our academic institutions—with their tradition of free and un- 
hampered inquiry, the source of practically all our research manpower—are 
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indispensable for both the maintenance and increase of the national basic 
research effort. 

Rapid progress of technology in recent years and the continuation of interna- 
tional tensions have imposed a need for an increasing research effort. It is essen- 
tial that we seek means for securing the additional basic research required not 
only for maintenance of present leadership in economic and military affairs, but 
also for assuring leadership in the future. In a democracy we cannot raise the 
level of basic research by fiat. However, we can raise the level of basic research 
within limitations of present manpower resources by assisting in the support 
of greater numbers of the scientists who have expressed interest, and who are 
competent to perform such research. 

Research facilities —As science has developed, complex and expensive research 
tools have been created. New fields, requiring extensive instrumentation, have 
emerged. Due to the combined pressures of increased enrollment and rising costs 
in an inflationary cycle, the universities have been unable to provide the funds 
for securing certain types of modern research equipment, and private sources have 
not filled the gap. As progress in basic research and in the training of new scien- 
tists is becoming increasingly dependent upon the availability of modern research 
equipment, efforts must be made to assist universities in securing such research 
tools. 

Scientific information.—Progress in science is also dependent upon the ready 
availability of research results. Instances are numerous where important dis- 
coveries have been postponed and research unnecessarily duplicated because 
results of prior research have not been readily available. Therefore, if new re- 
search is to be stimulated, and duplication minimized, methods must be improved 
for making research results available to American scientists faster and in more 
usable form. 

Scientific manpower.—In order that the scientific manpower required by our 
technological society be provided, it is essential that more students shall choose 
careers in the sciences and more of them shall become interested in scientific 
research and teaching. Foundation programs have been initiated providing for 
assuring that more students choose careers in science and science teaching, includ- 
ing programs aimed at stimulating student interest in science, at improving course 
content, at improvement of science-teacher training, and at encouraging outstand- 
ing students to complete their science education. These programs are described 
in section 2: Support of Scientific Manpower. 

The four problems discussed above are so closely interrelated that progress— 
or lack of progress—in each has significant effects upon the others. Time is of 
fundamental importance to the solution of these problems. On the other hand, 
we must give consideration to how maximum progress can be secured today within 
the limitations of existing manpower and other resources. At the same time, we 
must also direct attention to the long-range aspects of these problems so that this 
Nation can continue to prosper peacefully as a world power in the years ahead. 


Mr. Tuomas. And may I read into the record a short paragraph 
here that is very much to the point: 


The conduct of basic research must be strengthened so that the necessary 
fundamental scientific knowledge is available for applications vital to our na- 
tional economy and military adequacy. As it is well recognized that basic 
research is the basis for technological development, the Foundation is confronted 
with the need for identifying and giving attention to activities that will provide 
a level of basic research commensurate with national requirements. 

Basic research, which is the primary concern of the National Science Founda- 
tion, provides the source material for applied research which in turn leads to 
industrial development thereby providing jobs for our growing population. This 
relationship is continuing and long range in nature. The effectiveness with 
which we meet the challenge will depend on the steps we take now to solve four 
complex and interrelated problems. 


That is, of course, facilities and manpower are two of the big inter- 
related problems. 

Your paragraph here on facilities is worth repeating: 

As science has developed, complex and expensive research tools have been 


created. New fields, requiring extensive instrumentation, have emerged. Due 
to the combined pressures of increased enrollment and rising costs in an infla- 


| 
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tionary cycle, the universities have been unable to provide the funds for secur- 
ing certain types of modern research equipment, and private sources have not 
filled the gap. As progress in basic research and in the training of new scientists 
is becoming increasingly dependent upon the availability of modern research 
equipment, efforts must be made to assist universities in securing such research 
tools. 

Well, of course, I am afraid there is more truth than poetry in that, 
but if there is anybody any poorer in this country than the Federal 
Government I don’t know ee it is. It owes more money than the 
universities. It owes more money than the cities and States, and if 
the cities and States can’t take care of the universities I don’t know 
whether the Federal Government is going to be able to do it or not 
or whether it should. Of course you get directly into that field. One 
step follows another, and it’s something to think about. 

bs course, a quick, easy answer to the problem is that it is vital— 
we all know that. If the States and local communities don’t do it, 
why then the Federal Government is called upon. It looks like Uncle 
Sam is called upon to do a good many things. 

We hear talk about States rights and the duties and responsibilities 
of the cities and counties and local communities, and then when some 
pressing need arises we throw all those fine remarks out the window 
and come to the Federal Government. The problem is two-sided, I 
know, but still it deserves more thought than has been given to it. 


Support or Bastc Researcu FAcILiItres 


Let’s look at the research facilities, please, gentlemen. Let’s put 
page 39 in the record here. 
(Page 39 is as follows :) 


Summary of obligations by program 


























Actual, Estimate, | Estimate, | Increase (+) 
fiscal year | fiscal year | fiscal year or decrease 
1987 | 1958 | 1959 (—), 1959 
| over 1958 
— i _— | 
Support of new facilities or additional facilities | 
under existing programs: | | } 
1 (a)-2A Biological research facilities.__.__- $884,800 | $1,000,000 | $2,000,000 | +$1, 000, 000 
1 (a)-2B Southern Hemisphere astrograph 0 67, 200 | 1, 200, 000 +1, 132, 800 
1 (a)-2C Solar research telescope --.__..._. } 0 0 5, 000, 000 +5, 000, 000 
1 (a)-2D University research reactor facil- | 
ities..... She. cdbcukl socal 500, 000 | 550, 000 2, 000, 000 +1, 450, 000 
1 (a)-2E University computing facilities. _ - 0 |} 252, 800 1, 500, 000 +1, 247, 200 
Subtotal __._- ahannt aedkideen 1, 384, 800 | 1, 870, 000 11, 700, 000 +9, 830, 000 
Support of additional costs of facilities pre- | | } | 
viously funded: } 
1 (a)-2F Radio and optical astronomy 
facilities: | | 
National Radio Astronomy | 
Observatory - ---- ad | 3, 350, 000 1, 130, 000 | 400, 000 —730, 000 
Transfer to Department of | | 
AP 6A SAT $1, 122 | 512, 851 | 0 — 812, 851 
Subtotal Sete ned 3,431,122} 1, 642, 851 | 400,000 | —1, 242,851 
Optical astronomy observa- | | | 
tory...... densthal 545,000 | 3, 100, 000 | 300,000 | —2, 800, 000 
SURMIGL......-aksneg- teks 3, 976, 122 4, 742, 851 | 700, 000 — 4, 042, 851 
Total, basic research fa- | 
cilities. ... iste eal 


5, 300, 023 | 6, 612, 851 | 12, 400,000 | +5, 787,149 
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Mr. Tuomas. Biological research facilities, you had $884,800 for 
1957, last year $1 million, for 1959, $2 million, an increase of $1 
million. 

The “Southern Hemisphere astrograph” is a new program, last year 
$67,200—$1,200,000 this year. 

“Solar research telescope,” $5 million for this year. That is a new 
program. 

The “University research reactor facilities,” that is not new, you 
started in 1957, $500,000, $550,000 last year, and you want $2 million 
this year. 

“University computing facilities,” last year was $252,800 in a new 
program, $1,500,000 this year. 

They all add up to $11,700,000 for 1959 against $1,870,000 for 1958, 
an increase in round figures of $10 million this year. 

Now your table shows “Support of additional costs of facilities 
previously funded.” I hope that means that exactly, but I imagine 
it means started and this is the next downpayment. 

Dr. Waterman. Mr. Chairman, I wonder if it would be agreeable 
to you to talk off the record about the National Radio Astronomy 
Observatory. 

Mr. Tuomas. Well we will get around to that just in a minute. 
Let’s get the general information and then we will go into detail of 
each one of these programs. 

The National Radio Astronomy Observatory, where is that ? 

Dr. WATERMAN. Greenbank, W. Va. 

Mr. Tuomas. In West Virginia, $3,431,122 for 1957, $1,642,851 
1958, this year $400,000. This is for facilities. 

Where is this other observatory, out in Arizona? 

Dr. WATERMAN. Yes, in Arizona. 

Mr. Tuomas. Observatory in Arizona $3,100,000 for last year, 
$300,009 this year. 

In other words you have come up with a figure of $12,400,000 
against $6,612,851 for last year, an increase in round figures of $5,787,- 
000 for research facilities. 


BIOLOGICAL RESEARCH ¥f ACILITIEFS 


Well, what about this item, “Biological research facilities” $2 
million ? 
Facilities assistance in the biological sciences is most urgently needed in the 


area of general support to specialized laboratories where important research is 
being performed * * *. 


Tell us about that. 


In fiscal year 1957, a total of $884,800 was obligated, primarily for general 
support, rehabilitation, and modernization of physical plant and equipment at 
biological field stations. In fiscal year 1958 a total of $1 million will be avail- 
able * * * and for fiscal year 1959 a total of $2 million is requested. 


This is not a new program; this is an old one. What did you spend 
in 1957 and 1958 and what in 1959? How many field stations, in 
other words? What isthe nature of your expenditure? 

Dr. Levin. The assistance we have made and intend to make is for 
specialized facilities on the order of biological field stations, marine 
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stations, field stations, and the sort of things where we need to have 
these places located not necessarily at a university site but where the 
climate and fauna and flora 

Mr. Tuomas. You have to establish them where your subject 
interest lies. It won’t be on the university campus, will it? 

Dr. Levin. No, mainly not on the university campus. Many of 
them as a matter of fact are completely independent nonprofit insti- 
tutions. Actually some of them are connected with universities and 
some are more or less independent. What is Beene the eee 
one is the one at Woods Hole, Mass., known as the Marine Biologica 
Laboratory which is an organization started many years ago by 
scientists and placed there because of the marine life in the ocean. 

Mr. Tuomas. Let me read: 


There are at the present time some 47 biological field stations in United States- 
owned areas of North America. Biologists familiar with the work of the field 
stations agree that these stations have made significant contributions to the 
advancement of basic biological science. 

Now who owns and operates these stations ? 

Dr. Levin. Some of them are owned by the universities. Many 
of them are completely independent organizations, groups of univer- 
sities are attached to them or they are attached to universities or they 
are completely independent as the Marine Biological Laboratory is 
completely independent. 

Mr. Tuomas. In 1957 you granted $755,000 to about 8 of these sta- 
tions, didn’t you? How did you pick out the 8 against the 40? 
You have 32 stations remaining you didn’t help. 

Dr. Levin. That is right. 





BIOLOGICAL FIELD STATIONS RECEIVING GRANTS 


Mr. Tuomas. Who were the eight sponsored by? How many did 
you help in 1957 and how many do you intend to help in 1958, and 
who are they ? 

Dr. Levin. Well, in 1957 we made grants to the Marine Biological 
Laboratory, the one I mentioned. We made a grant to Mount Desert 
Island Biological Laboratory, which is another completely inde- 
pendent one off the coast of Maine. We made a grant to the Phila- 
delphia Academy of Sciences, which is a somewhat different thing 
from these establishments that I am telling you about in that it is 
not a field station but it is a specialized systematic laboratory where 
they have large collections of materials which are studied all the 
time by scientists and which provide very great results. The results 
are of very great importance to our knowledge of plants and animal 
and microbial life. They are somewhat comparable, if you will, 
though not exactly like a library and they must maintain these col- 
lections so that they can work with them. Scientists come from all 
over the country and, in fact, from all over the world to work with 
them. 

Mr. Tuomas. Doctor, do you have a table for 1957, 1958, and 
1959 showing the number of grants, the amount of grants, to whom 
made, and the nature of the grants, the purpose of it? Are you buy- 
ing facilities and, if so, what is the nature of the facilities? Are 
you spending any of your money for training of personnel or is it 
all for facilities just like your justification says it is? 
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Dr. Levin. Most of it is for facilities, sir. One of our largest 
grants was to the Marine Biological Laboratory where they have 
these terribly old rundown buildings. They are literally firetraps. 

Mr. Tuomas. You say most of it. What part? 

Dr. Levin, About 95 percent. 

Mr. Tuomas. What is the remaining part for if it isn’t for facilities. 

Dr. Levin. Assisting in general operation. 

Mr. Yates. Ninety-five percent of $755,000 ? 

Dr. Levin. Approximately. 

Mr. Tuomas. What is your program for this year for the $2 mil- 
lion, Doctor ? 

Dr. Levin. We have right now something over $5 million worth 
of requests that came in this year and these are under consideration 
right now. Obviously you can’t satisfy that with our $1 million that 
we have available. We have to pick out those that are 

Mr. Tuomas. You mean for 1958 now? 

Dr. Levin. This is 1958. 





TYPES OF REQUESTS FOR GRANTS 


Mr. THomas. What do they want for the $5 million worth of re- 
quests? What isthe nature of the requests ? 

Dr. Levin. Again, rehabilitation of existing structures, rehabilita- 
tion of boats, for example, or putting a motor in the boat where the 
motor has deteriorated where they have to have a new one for oceano- 
graphic work, or purchase of land, for example, in Missouri where 
there is a piece of land that is very desirable to maintain as a natural 
prairie establishment where studies could be made in the existing 
state. 

Mr. Tuomas. Who is going to buy the land now? 

Dr. Levin. This will be bought in part by our money and in part 
by the 

Mr. Tuomas. Who is the title to be vested in ? 

Dr. Levin. In the University of Missouri, I believe. 

Mr. Tuomas. If that great institution wants to buy some land why 
can’t they buy it with their own money? You don’t want to go into 
the real estate business right off the bat, do you? 

Dr. Levin. This is not in connection with the construction of uni- 
versity buildings. This is a special plot in its natural state. There 
is very little of this sort of land left in this country and it’s desired for 
scientific purposes to maintain it. 

Mr. Tuomas. Why put us in the real estate business right off the 
bat? 

Dr. Kuorsree. I wonder if you are not mistaken on that, Doctor. 
I thought the State of Missouri owned the land of this prairie plot as 
they dedicated it last year. 

Dr. Levry. Well, they do now. The university has title to it, I 
believe, now that they have the money for it. 

Dr. WaTerRMAN. You see, we are viewing the whole thing as a com- 
plete project, in which we’re contributing and the State is also 
contributing. 

Mr. Tuomas. Then the 1958 funds were used with the funds of the 
university to buy the land ? 

Dr. Levin. What was that, sir? 
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Mr. Tuomas. I say, part of your 1958 fiscal year funds were used 
to help the University of Missouri buy the land, is that correct? 

Dr. Levin. For this particular purpose; yes. 

Mr. Tuomas. How much of your funds did you contribute ? 

Dr. Levin. Nineteen thousand dollars. 

Mr. Tuomas. Well, as money goes that is not so much money, but 
it is the principle of the thirig. Facilities cer tainly don’t include real 
estate, does it? We usually look at a facility as chattel, a piece of 
personal property. 

. WarerMAN. We did this with the Radio Astronomy Facility, 
Mr. c hairman. We bought the land and saw to the construction in 
that case 

Mr. Tuomas. Yes. But you justified it on that basis. 

Dr. Warerman. The Radio Astronomy Facility in Greenbank, 
W. Va. 

Mr. Tuomas. You justified it on that basis as I remember, the 
finest spot in the country and you looked all over the United States. 

Mr. Yares. This is proposed to be purchased on the basis that this 
is a natural laboratory, is 1t not? 

Dr. Levin. That is exactly the basis it is purchased for. 

Dr. WatrerMAN. This is similar, except at the University of Mis- 
souri they have just the right environment, and- we proceeded on a 
similar basis, the difference in this being the University of Missouri 
participated in the cost.. We only contributed to the cost of the proj- 
ect as a whole. 

Mr. Tomas. What are you going to do with the $2 million this 
year? Are you going to buy the real estate ? 

Dr. Levin. Not in the sense of buying real estate, no. We would 
expect to use this to rehabilitate existing structures and equipment. 

Mr. Tuomas. Well, can you give us a little quick bird’s-eye view of 
the $2 million, as to how you are going to spend it? 

Dr. Levin. Yes. 

Dr. Waterman. You understand, of course, Mr. Chairman, this 
program has similarities to requests for basic research support. We 
get a great many requests for assistance from biological field stations. 
They have to be appraised, and when the appraise als are complete we 
decide which ones we can support with available funds. 

Mr. Tuomas. You had $5 million of requests last year and $1 mil- 
lion to spend. You might get $10 million of requests this year. The 
question is how you are going to spend this $2 million now? 

Dr. Levin. Well, sir, we have requests of this sort. The R. B. Jack- 
son Memorial Laboratory, an independent nonprofit institution in 
penis which is one of the outstanding institutions in work on genet- 

—they also work on cancer—has perhaps the largest collection of 
quae ally pure strains of mice. You may remember a few years ago 
there was a fire up there on Mount Desert Island and this labora xtory 
was burned down and all the mice were destroyed, and this was a 
terrific calamity for the entire world of biology. These have now been 
restored through contributions from other institutions which had 
gotten these mice from them. Now this laboratory has no funds 
whatever of its own. It has been supported through voluntary con- 
tributions as best they could get them, and now they cannot continue 
to maintain an adequate proper level with such contributions. 
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Mr. Tuomas. How much help dollarwise do you intend to give 
them ? 

Dr. Levin. They are asking us for $322,000 to assist them in the 
enlargement of their facilities and we have this under consideration. 
This is the kind of requests 

Mr. Tuomas. There is no question about it—it has merit. 





SOUTHERN HEMISPHERE ASTROGRAPH 


What about your Southern Hemisphere astrograph cost of $1,200,- 
000. What is an astrograph ? 

Dr. Waterman. It is a special telescope used in obtaining precise 
knowledge of star positions and motions. This information is of great 
importance for two reasons; first, to provide us with a system of ac- 
curate reference points in the sky; and second, to enable us to under- 
stand the structure and evolution of stars and gas which costitute our 
ralaxy. 

7 Mr. Tuomas. Where are you going to pat this? Is this a down- 
payment on it? What is it going to cost? Who is going to operate 
and maintain it for you? 

Dr. Ecxwaror. This facility is to be placed in the Southern Hemi. 
sphere, in Australia. 

‘ Mr. Tuomas. Australia. Is this the one you are going to put ovet 
there ¢ 

Dr. Ecxnarpr. Australia is the site that has been decided on. 

Mr. Tuomas. Well there is already one there, isn’t there? 

Dr. Ecxuarpr. There is at present no astrograph in the Southern 
Hemisphere. 

Mr. THomas. Go ahead, Doctor. 

Dr. Ecxnarpr. And it will permit observation of a different part of 
the sky than the one, the only one, in the United States, which is at 
Lick Observatory. 

Mr. Tuomas. This isadownpayment? What is it going to cost? 

Dr. Ecxuarpr. Pardon me, sir. This is not a downpayment. This 
is expected to be the entire cost of the facility. 


OPERATION AND MAINTENANCE 


Mr. Tuomas. This is going to operate it and maintain it, and where 
is the money coming from ? 

Dr. Ecxnarpr. It will be maintained and operated jointly by Yale 
University and Columbia University. They already have a telescope 
in Australia which they are now operating and this will be an addi- 
tional facility. This is regarded by astronomers as a very important 
project in their overall plan. 


PURCHASE OF SITE 


Mr. Tuomas. Let’s break down this cost on page 48. How much 
land are you going to have? $70,000 will buy a lot of land in good old 
Australia, won’t it, out there in that desert # 

Dr. Eckxuarpr. It will depend somewhat on where it is. There are 
some site surveys going on down there now and where it will be put 
is not definitely established. 
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Mr. Tuomas. How much land do you have to have? 

Dr. Ecxnaror. I think on the order of 200 acres. 

Mr. Txomas. $70,000 will buy a lot more than 200 acres in Aus- 
tralia. How did you arrive at that figure of $70,000? 

Dr. Ecxuarpr. Well I think the Yale and Columbia people have 
close contact with the people down in Australia and we ourselves have 
talked to some visitors from Australia about what land costs may be 
expected to be. 

Mr. Tuomas. You have land costs, $70,000. It looks like to me 
that is about $60,000 more than you need for land costs, and not 
knowing anything about it I would even say $65,000 too much. 

Site survey and development is another $130,000. 

Now we are getting dowh to lenses and optical portions $230,000, 
mounting and other mechanisms another $160,000, housing for astro- 
graph $80,000, office and administration building, including labora- 
tory and photographic-darkroom space $60,000, housing for staff 
$70,000. How many houses are you going to build ? 

Dr. Ecxuarpr. $70,000 will not build very many houses, sir, and 
this—— 

Mr. Tuomas. In Australia or in the United States either. 

Dr. Ecxuarpr. That is right. 

Mr. Tuomas. Cost of moving 26-inch Columbia-Yale telescope to 
new site—— 

Mr. Yares. This is the telescope? 

Dr. Waterman. A 26-inch telescope. 

Mr. Tuomas. That is $150,000. Engineering another $55,000. 
Operation and maintenance, what is that for, to operate and maintain 
it before you get it—$80,000? Is that $80,000 on an annual basis or 
what ? 

Dr. Ecxnarpr. No. This is $80,000 for a 2-year period. 

Mr. Tuomas. Contingency reserve another $115,000. It looks like 
to me you threw everything in there except the book. 

Dr. Ecxnarpr. Well this is a contingency of about 10 percent if 
you go—— 

Mr. Tuomas. Doctor, far be it from me to argue with you, but 
there is a contingency in there of more than 10 percent. It is bound 
to be 50 percent at least, which you may need. I don’t know. 

It is contemplated that the mounting for the Southern Hemisphere astrograph 


will utilize the same design as that of the Lick instrument, thereby saving 
funds * * *. 


_ Yates. Is this a new telescope or is it just making over the old 
one ? 

Dr. Ecxnarpr. No. This is a new telescope. They are acquiring 
an entirely different instrument. This is an additional instrument. 

Mr. Yates. Well, why then do you have the cost of moving the old 
telescope ? 

Dr. Ecxnuarvr. The reason for that is this. The astronomical ob- 
servatory out there in Australia is now located on Mount Stranlo. It 
has been found to be a highly undesirable site because they have very 
strong winds and they can use their instruments only for a very limited 
portion of the total time. ’ 


Mr. Tuomas. Are you going to get any help out of the Australian 
Government or any Australian society ? 
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Dr. Ecxuarpr. This will help the Australian Government to the 
extent that we identify a more desirable site and they may move their 
own instruments to—— 

Mr. Tuomas. Are you going to get any help from the Australian 
Government ? 

Dr. Ecxuarpr. Financially ? 

Mr. Tuomas. Yes. 

Dr. Ecxuarpr. No, sir. This is not contemplated because this will 
not in any sense be operated by them. 

Mr. THomas. Well, of course this will be in their possession and will 
be their project and be their property. Aren’t they going to give the 
land or anything ? 

, Dr. Waterman. The Yale-Columbia Universities of this country 
will be running it. 

Mr. Tuomas. Doctor, if I remember, the first day in law school 
T learned that possession is 9 points of the law. This is on Australian 
soil, so this is not 9 points—this is 100 points. 

Dr. Waterman. What is done scientifically would be done by the 
Yale-Columbia people. In that sense the program will be carried out 
by our people just as it is done in other parts of the world. 

Mr. TxHomas. Well I said that in more or less a facetious sense. 
I imagine they are going to cooperate with you and will be delighted 
to have you and make their contribution. What contributions will 
they make if not moneywise? How will they help? They are bound 
to help. 

Dr. WATERMAN. Their astronomers will certainly be interested and 
I am sure will be welcomed there and contribute to the research pro- 
gram, wouldn’t you say, Dr. Eckhardt ? 

Dr. Ecknarpr. Yes, sir. 

Dr. Kxorsrec. The present director of their observatory is an Amer- 
ican who went there last year. 

Mr. Jonas. Will you use this facility of Columbia- Yale in a teach- 
ing way at all? Will students go there? 

Dr. Waterman. I don’t know whether or not it is contemplated. 
This is primarily for research, for accurate location of stars in the sky. 

Mr. Jonas. Who will do the research? Who will have access to 
the information developed ? 

Dr. Ecxuarpt. They will be professional astronomers and it will 
be available to all astronomers who have an interest in this particular 
field in astronomy and who would like to work there. But, in gen- 
eral, it is being done by people who devote their lives to doing this 
sort of thing. It’s not a glamorous field because its purpose is to 
provide more precise information on the fixed points in the sky with 
reference to which all other astronomical measurements are made. 
Well now, that is not very glamorous. 

Mr. Jonas. Well, the people who operate it, the people sent there 
by Yale and Columbia, are they professors of astronomy or graduate 
students ? 

Dr. Ecxuarpt. They are professors of astronomy. 

Mr. Jonas. Do they stay there permanently or rotate? 

Dr. Ecxuarpr. Probably on a rotational basis. 

Mr. Jonas. Will astronomers of other countries be permitted to go 
there or will it be restricted to Yale and Columbia ? 
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Dr. Ecxuarpr. It is my understanding that this place will be open 
to others. But, in general, there is not an urgent need for training 
in this particular field as there are a few dedicated people who devote 
their lives to this type of astronomy. It is not something in which 


there are a great many more interested than we have facilities for 
doing this work. 


SOLAR RESEARCH TELESCOPE 


Mr. Tomas. Gentlemen, will you put pages 49 and 50 in here? 
This is a solar research telescope, $5 million. 
(The material referred to follows:) 


1 (A)—2C Sorar ResearcH Tetescope, $5 MILLion 
SIGNIFICANCE OF SOLAR RESEARCH 


The primary source of energy for the earth’s atmosphere and therefore, 
indirectly, for all life on the earth, is the sun. It controls the earth’s motions, 
tides, and weather as well as affects radio communications and the conditions in 
interplanetary space through which satellites and missiles pass. A knowledge 
of the sun’s effects on the earth’s upper atmosphere is essential for understand- 
ing scientifically the ionosphere, geomagnetism, and auroral and cosmic rays. In 
each of these terrestrial phenomena there is evident correlation with solar 
activity but the detailed nature of the correlation is not clear. 

The International Geophysical Year is expected to assist in clarifying some of 
the relationships between the various terrestrial phenomena as the result of simul- 
taneous surveys of geophysical phenomena on an earthwide basis. At the same 
time that we are greatly expanding the scope and quality of our geophysical 
observations it is imperative that we improve the quality of our equipment for 
making solar observations. American astronomers who have recently visited the 
U. 8. S. R. report that their solar research is at present second only to our own, 
and that it is proceeding at an accelerating pace. 


NEED FOR AN IMPROVED SOLAR TELESCOPE 


The solar telescope differs from the conventional telescope, which is designed 
for nighttime obseravtions of the heavenly bodies, in a number of important 
respects : 

1. The study of extremely important details of the solar spectrum is possible 
because of the tremendous intensity of the solar radiation compared to that of 
the brightest star. In order to capitalize on this fact, very large and precise 
spectrographs of a type which have only recently been developed must be used. 
Such instruments are not installed at observatories engaged in only nighttime 
obseravtions since they canont be used to best advantage on objects of less 
intensity than the sun. 

2. The main telescope itself must be of special design since the intense heat of 
the solar rays warps the large mirrors and generates turbulence in the air 
through which the radiation passes. Recent revolutionary advances in glass 
technology give promise that far more accurate and stable mirrors can be made 
for solar telescopes. In addition to specially designed and constructed mirrors, 
special mirror mounts and elaborate ventilaiton systems are required. 

Until recently, investigations of the solar atmosphere have been chiefly con- 
cerned with the grass solar phenomena—such as sunspots, flares, dark filaments, 
prominences, faculae, and plages. More basic studies of the internal processes 
of the sun are desirable to determine, for example, the relationship of the solar 
atmosphere and the heating of the upper chromosphere and carona to tempera- 
tures in the neighborhood of 1 million degrees. Investigations of the “fines” 
structure of the sun, which would assist in the search for answers to this and 
other problems, have been limited both by inadequate resolving powers and 
seattered light in spectrographs and by poor definition of the solar image, as 
a consequence of bad seeing generated both in the atmosphere and by heating 
effects in solar telescopes. 

The proposed solar research telescope which will have a 60-inch lens and 
have a solar image twice the size of the 20-inch solar telescope located at Mount 
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Wilson, will be of tremendous assistance in observing relatively small-sized 
disturbances on the sun such as the whirling disturbances in or near sunspots 
which seem to cause most of the unforeseen effects upon our weather and com- 
munications. We are just beginning to learn how some of these disturbances 
operate, but they must be observed in much greater detail before they can be 
understood. Only the most precise equipment, such as that contemplated for 
the proposed solar telescope, can provide the needed information. The 60-inch 
solar telescope proposed will be the largest and most precise instrument of 
its kind in the United States. 


ADMINISTRATION OF THE TELESCOPE 


It is presently contemplated that the solar telescope will be placed in the 
Southwest on the same site which will ultimately be used for the Optical 
Astronomy Observatory. Here, observing conditions are expected to be excep- 
tionally good. Scientific site surveys will also be conducted which might dis- 
close a more suitable site. The estimates of cost, however, are based on the 
assumption that the joint site will be used, resulting in a jointly operated 
facility with attendant economies of operation. In addition, considerable savings 
will also be realized by eliminating land cost and major surveys as well as 
pronounced savings in road construction and buildings. 

The solar observatory will be constructed under a contract between the Na- 
tional Science Foundation and the Associated Universities for Research in 
Astronomy (AURA), an organization composed of seven universities which 
have extensive experience in the field of astronomy, and which is presently 
responsible for constructing the optical observatory. 

The solar telescope differs from the conventional telescope, which is designed 
for nighttime observations of the heavenly bodies, in a number of important 
respects : 


Mr. Tuomas. Now I will read another paragraph: 


The International Geophysical Year is expected to assist in clarifying some 
of the relationships between the various terrestrial phenomena as the result 
of simultaneous surveys of geophysical phenomena on an earthwide basis * * *, 


And then: 

The primary source of energy for the earth’s atmosphere and, therefore, in- 
directly, for all life on the earth, isthesun * * *. 
And we go ahead: 


A knowledge of the sun’s effects * * *. 


Where are you going to put this? You say someplace in the South- 
west on land already owned, and so forth, and so on. 
It is presently contemplated that the solar telescope will be placed in the 


Southwest on the same site which will ultimately be used for the Optical As- 


tronomy Observatory. Here, observing conditiones are expected to be excep- 
tionally good. 


What is the full cost of this telescope ? 
Dr. WATERMAN. Five million dollars. 


BASIS OF ESTIMATE 


Mr. Tuomas. How do you arrive at the $5 million figure? Do 
you have a breakdown on it? 


Dr. WaterMAN,. Yes; on page 52. 
Mr. Tuomas, Put page 52 in the record. 
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(P. 52 is as follows :) 


Estimate of costs 
Item or purpose 


A. Site development : Amount requested 
Leentietn: MORRO it ds, 8k be btisteeetedicce ann sabbaaeenel $10, 000 
Alen. GeVelOTEDE 6. one ee nedg eben odannddalaadideall 230, 000 
Utilities building, shops, and fire-fighting equipment________- 171, 500 
CaET : MEGS bonis iris si kD asad ad einatet hs baw ntaeas 275, 000 
Subbtethl... nit bins aks eee bcaiee neon 686, 500 
B. Research instruments: 
Solar Cetencdee.s...sbiaccsiils tee -o 35 ek wsk aenabeomends 2, 806, 800 
Development program on special mirrors__.-__...-.--------~- 740, 600 
PU i i a a ech ee eee See te st acticectlindcs ak el lint 3, 547, 400 
C. Laboratory facilities : 
SHOR ed nts doch Sagar piace emesis 236, 000 
TL AEBOU GOUT NE an nse gigi spite iene intel 155, 500 
GOR kis ithe ebial sk SE Sah SL Sh ealbeesielnds 391, 500 
D. Administration, operation, and maintenance___..__.._._____-_--_~ 374, 600 
DOG gn wi ileetbi thai Abii aan ame 5, 000, 000 


OPERATION AND MAINTENANCE 


Mr. Tuomas. Who is going to maintain it and operate it? How 
much will it cost to maintain it, and how much will it cost to operate 
it on an annual basis? There are 2 figures—maintenance, 1; opera- 
tion,2. What about it, Doctor? 

Dr. Ecxuarpt. Well the operation of the facility—I don’t see any 
figures here on this—yes, “Administration and operation,” that has 
been lumped together as $374,600. Now what we propose to do is 
to make a contract for the construction and operation of this facility, 
and this will 

Mr. Tuomas. Now, Doctor, if I may interrupt. Any figure you use, 
we realize, is going to be purely guesswork on your part or somebody 
else’s part. Somebody has to guess, because it is a virgin field we are 
plowing in, isn’t it? The figure you give is the best you can guess. 
Anyway, is it planned for the Federal Government to operate and 
maintain this project ? 

Dr. Ecxuaror. That’s right, for the first 5-year period. 

Dr. WAtTERMAN. Pardon me, by contract—not by the Foundation. 
The contract will be with a new organization. 

Mr. Tuomas. I mean moneywise. 

Dr. Waterman. Moneywise, the Federal Government will be asked 
to furnish the funds; yes, sir. 

Mr, Tuomas. You are not going to operate it yourself; you are 
going to do it by the contract. 

mY. Yates. With what kind of organization are you going to eon- 
tract 

Dr. WarerMAN. A special organization set up for the purpose. 

Mr. Jonas. Associated universities ? 

Dr. WatERMAN. Not the one on Long Island; a special one. 


a THomas. Out in the West? What is it going to be composed 
of? 
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Dr. Ecxnarnr. It is going to be composed of seven universities ; 
the University of Michigan, the University of Chicago, the Univer- 
sity of California 

Mr. Tuomas. That is set out in the record ? 

Dr. Eckuarpr. Yes, sir. 

Mr. Tuomas. Go ahead and name the seven. 

Dr. Ecxuarpr. Michigan, Chicago, California, Indiana, Yale Uni- 
versity 

Dr. Kuorsrea. That is only five. 

Mr. Tuomas. When Dr. Kaplan, Dr. Berkner, and the other dis- 
tinguished gentlemen in the IGY get through, and we have a sput- 
nik up in the atmosphere, we are going to learn plenty, if we ever 

t it up, I know. Suppose that turns out to be a far better vehicle 

or research than a big telescope? Then we have a white elephant 

on our hands before we get it started. Wouldn’t it be best to wait 
and to get our sputnik up, and see what we can learn from it before 
we start out on this new program ? 

Dr. Waterman. They will be very complementary to each other, 
Mr. Chairman. That matter has been considered rather carefully. 
You see, suppose we progress 

Mr. Tuomas. How can it be considered when we don’t have our 
sputnik up in the air? We don’t know what we are going to learn 
up there, do we? 

Dr. Waterman. We do know that the satellite at some later date 
may lead to what is called a research platform and we can make ob- 
servations by remote control. All that can be done with a satellite 
or platform in space which is circling the earth must be by remote 
control. It is limited, therefore, by the need to transmit the infor- 
mation. Now one can do much more precise work with an existing 
observatory on land in the usual way. So these two can be very 
well tied together. What the satellite or a research platform would 
tell us in space can be tied in with very much more precise observa- 
tions from the ground which we can then interpret better in partic- 
ular fields. 

Now the satellite or the research platform will give us pure in- 
formation not distorted by the atmosphere. That will enable us to 
interpret what the telescopes see after going through the atmosphere. 
But the great importance of any stationary observatory on land is 
that you have plenty of time to build precise equipment, plenty of 
people who can supervise it, and you take advantage of the man as 
a research investigator. 

Mr. Tuomas. Who instigated this proposition here, Doctor? 

Dr. WarerMAN. The leading astronomers. 

Mr. Tuomas. You mean the association. We have put in the 
record, page 52, showing the breakdown of this $5 million. Loca- 
tion of survey, $10,000; area development, $230,000; utilities building, 
shops and fire fighting equipment, $171,500; staff housing, $275,000. 

Research instruments, a solar telescope, at a cost of $2,806,800; 
development program on special mirrors, $740,600. And then lab- 
oratory building, $236,000; laboratory equipment, $155,500—whose 
figures are these ? 

Dr. Waterman. Careful studies have been made, taking into ac- 
count the possible designs and the actual cost. 
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Mr. Tuomas. Does anybody here know anything about these 
figures? 

Dr. Ecxuarpr. I’m generally familiar with them, sir. 

Dr. Waterman. And Mr. Luton. 

Mr. Tuomas. This laboratory building and laboratory equipment 
cost of about $400,000, what is the nature of these buildings? How 
many? What is the nature of the equipment? How many pieces 
of equipment? Are they in existence now? Do they have to be 
contracted for? How much lead time does it take to get them? And 
so forth. 

Dr. Ecxuarpr. First of all, the purpose of these buildings is to 
provide laboratory space which is required in connection with the 
operation of the 

Mr. Tuomas. How many square feet will be in the laboratory 
building? What type of construction will it be? 

Dr. Ecxuarpr. They will be astronomers—for example, they do 
much of their work by making photographic exposures and this re- 
quires facilities for handling. 

Mr. Tuomas. Doctor, is this a brick building or stone building or 
wood building? How much is it going to cost per square foot? How 
many square feet will the building contain? Andso forth. 

Dr. Ecxuarpr. I am afraid I do not have that information, sir. 

Mr. Tuomas. I didn’t ask you that to embarrass you. You said 
this estimate was made by the group of astronomers and, of course, 
staff figures, and that is the reason I asked is there anyone here who 
knew anything about it? So, I guess for the record we had better 
say that the figures are made by another group and perhaps they had 
better attempt to defend them. 

Dr. Ecxnarpt. May I say, sir, that this points up a difficulty that 
we have with these facilities, because the estimate is in a very pre- 
liminary stage at this time. Now, in order to get a facility rolling 
we have to study it for some time, and then the normal processes of 
presenting them to the Budget Bureau and to you takes a lot of more 
time. It will be 2 years from the time we first started studying this 
before we can really know whether we may go ahead with this. 

Mr. Tuomas. How firm a figure is this figure $5 million? Is it 
liable to miss it 50 percent either over or under, and probably under ? 

Dr. Ecxuart. It would say plus or minus 20 percent. 

Mr. THomas. Well that is a good statement. Thank you, Doctor. 





UNIVERSITY RESEARCH REACTOR FACILITIES 


Well, what about this program, “University research reactor facili- 
ties,” $2 million ? 


Much basic research must be performed and many additional scientists 
trained in the use of nuclear research devices * * *. 


How many reactors will this $2 million build? 
Dr. WartermMan. Our plan is to provide six for the coming year 
1959. Itisstated in the last paragraph, Mr. Chairman— 


Six reactors are planned for fiscal year 1959 at a cost of $2 million * * *. 
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Mr. Tuomas. Only three American universities, Pennsylvania State 
University, North Carolina State College, and the University of 
Michigan now have their own; is that correct ? 

Dr. WaTERMAN. Yes, sir. 


CONTRIBUTION OF PARTICIPATING UNIVERSITY 


Mr. Tomas. What contribution will the university make toward 
the purchase of these reactors ? 

Dr. Waterman. About 67 percent on the average. This is a par- 
ticipating program. 

r. THomas. I notice you say a total of 23 universities have con- 
tacted the Foundation indicating their interest in this program. 

* * * Full construction cost data are not yet available from all, but informa- 
tion on 12 proposed reactors still in various stages of planning indicates a total 
construction cost of about $14.9 million (or an average of $1,240,000) * * * 
Per copy. Is that correct? 

Dr. WATERMAN. Yes, sir. 

Mr. Jonas. Do these universities profess to you their inability to 
finance the construction of these reactors? I don’t know of any uni- 
versity that needs money any more than North Carolina. I don’t be- 
lieve we received any help from anybody to build the one at North 
Carolina State College. It is used as part of the equipment of the 
school for teaching to people who enroll there and they have more stu- 
dents than they can house. There is no shortage of students using it. 
I just wonder what representations the universities make to you that 
would cause you to conclude that we ought to take money from the 
taxpayers of all the United States to provide these six universities with 
the reactors ? 

Dr. Waterman. The universities that have been successful in secur- 
ing reactors by and large get their money from the State or from in- 
dustry, because industry now, of course, is very much interested in this 
problem. When that happens, the reactor is devoted pretty much to 
research of interest to industry. What we find is lacking 1s reactors 
which can be used by the university for actual research in high-energy 
nuclear physics. 


COOPERATION WITH ATOMIC ENERGY COMMISSION 


We have an agreement with the Atomic Energy Commission that 
we would provide reactors strictly for research purposes and they 
would pay special attention to reactors for instructional purposes. 

Now, when a State or when a university in a given State sets up its 
own reactor program, and as I say, gets its funds from the State and 
from industry, it tends to slant its program in the particular direction 
in which industry is interested. We would like to emphasize the re- 
search side, which in the long run is going to produce new ideas, and 
be useful for graduate work in more of an academic pattern. 

Mr. Tuomas. Why don’t you and our other distinguished friends 
on the Atomic Energy Commission over there get together and work 
out some program?! If you scatter a few dollars here and a few dollars 
there, as Mr. Senas points out, I doubt if you are going to do much good. 

Mr. Osrertac. You referred to an agreement with the Atomic 
Energy Commission. What is the nature of that agreement ? 
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Dr. Waterman. That they will take care of reactors for training 
purposes, and we will handle requests from universities for assistance 
with research reactors. 

Mr. Yates. What is the difference? 

Mr. Jonas. I would like to make one other statement, Mr. Chair- 
man. 

Mr. Yares. Let’s get an answer to the question. I don’t under- 
stand the difference between a reactor for training purposes and one 
for research. 

Dr. Waterman. A reactor strictly for training purposes would be 
a very simplified one that exerted very little power, so that under- 
graduate students could be put to work in the engineering part of it, 
and people could be trained to go into this new field of nuclear en- 
gineering. Now, a research reactor has to have a fair amount of 
power so you can get a neutron beam out of it, for example, with 
which you can do a research experiment. 

Mr. Yates. That is a more advanced reactor ? 

Dr. Waterman. Yes. However, a large university could well have 
a large reactor to be used for training of graduate students for en- 
gineering. “ry 

Mr. Yares. If this is your definition of the field in which each of 
your agencies will operate, why is AEC constructing the very large 
reactor, then? 

Dr. Waterman. Those are at their national laboratories. 

Mr. Yares. Oh, at their laboratories? 

Dr. WATERMAN. Yes. 


COST OF REACTOR PROGRAM 


Mr. Tuomas. Well, gentlemen, won’t this program be obsolete be- 
fore you ever get it started? Let me put page 55 in the record and 
show that you want 6 reactors for this year, for 1960 you want 5, and 
for 1961 you want 2, a total of 13. 

(Page 55 is as follows :) 


Cost of reactor program to NSF, fiscal year 1959-61 


| 
Reactor installations 


Fiscal year 
| Number Cost 
MOND nn ncetin sancsbadkdiedite nda peielitmaddae teeta tetanic én Giclettnaiounbel 6 $2, 000, 000 
WOOD bhi coricctinntncbne dibeds’speascbkaecssmeusteglcbbsasmmmgaae 5 1, 675, 000 
SEDs Ehtabtapeaatnnakcnenannedbude ckdlnabadd inigducdeedagyectaliia a idiatea | 2 675, 000 
3 


Ne ee ae ok ae Se aes | 1 4, 350, 000 





Bases for selection of institutions.—Since the funds available will be limited, 
the Foundation believes that the greatest good can be accomplished by supporting 
these reactors on a regional basis. Grants will be awarded only to these 
institutions possessing capable research staffs and having evidence of ability 
to assume scientific and administrative responsibility for the facilities. When 
schools with equal capabilities are found in the same region, the selection will 
be based upon consideration of the best specific geographical location for the 
facility, that is, its accessibility to other institutions within the region. 

Actual selection of the institutions to receive grant funds would be based upon 
recommendations of advisory groups, which would consider the criteria of in- 
stitutional competence and securing the best geographical distribution. 





wae ee 
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FINANCIAL ARRANGEMENTS AND BASIS OF ESTIMATE 


Funding of the installations would be on a cost-sharing basis, which would 
average 67 percent participation by the receiving institutions. It is undesir- 
able to establish a fixed participation policy for cost sharing on a matching basis, 
in the event the criterion of geographical location indicates the desirability of 
supporting a facility in a school or in a region having extremely limited financial 
resources. 

In arriving at the fiscal year 1959 cost of the program, the figure of $1 million 
construction cost for the average research reactor was used as a yardstick, 
based to some degree upon the average cost of the reactors indicated in the 5 
formal proposals to the Foundation, and upon known cost experience. With 
average desirable institutional participation estimated at 67 percent the cost 
to the National Science Foundation of 6 regionally placed reactors would be $2 
million. 


Mr. Tuomas. You have a total program cost of $4,350,000. I have 
a note that 67 percent of the cost will be borne by the schools and the 
National Science Foundation will put up, for all practical purposes, 
one-third. Well, if they can supply two-thirds of the cost, it looks 
like to me they might scratch around and get the other third. 

Dr. Waterman. This is on the average, Mr. Chairman. We 
wouldn’t insist on this formula for all. 


UNIVERSITIES PLANNING RESEARCH REACTOR PROGRAMS 


Mr. Tuomas. We will put this table on page 57 in the record. 
(P. 57 is as follows :) 


UNIVERSITIES PLANNING RESEARCH PROGRAMS INVOLVING NucLEAR REACTORS, 


Wirx Estimates or Costs 


A. Formal requests received for assistance 


| 

| Amount re- 

| Power rating| Total esti- | quested from 
Institution (megawatts) mated cost National 

ofreactor | Science 


Foundation 
| 


State College of Washington_____- 0. 1-1 | $600, 060 | 1 $300, 000 
University of Virginia | .1-1 500, 000 | 1 150, 000 
Georgia Institute of Technology 4| 3, 250,000 750, 000 
University of Oklahoma. - : 4 | 1 | 1, 800, 000 800, 000 
University of Buffalo__.__- | 1-1 | 1, 250, 000 | 250, 000 

Total_..._.- ee re . ge E ns 7, 400, 000 | 2, 250, 000 





1 Amount granted from fiscal year 1958 funds. 


B. Universities with partially completed plans 


Power rating | Total tentative 
(megawatts) | estimated cost 


Institution 














a NING, OU io cece cn ddadiminiscecauebbon 0. 1-0. 5 $900, 000 
New York University. __........_..__-- nil 4 oceacrese owas beibee sek baat has se <b , 1, 250, 000 
Purdue University.............--.--- . | 


Lc Midlapiaddieaibehdietabiaedatetel 1 | 875, 000 
UCLA Engineering School___._______- Be ieee anid cesar eee on: 500, 000 
1 
2 


University of Connecticut. __._...._.._.- JEG ees.c 500, 000 





University of Rhode Island... =.= =.= soso nee eeeeneeeeneecnnenenee| 1, 500, 000 

University of Florida_____._.___. Se odiedidreiee peeiaee-ieaek mapas ied (1) | 2, 000, 000 

IU > Se Cet. Su capa cench aeekd tate ee Foss ac ltaee 
| 

se rete. ah tar bil ac disdine bony cide pid pco Sigs «cp clah Bin comet toads midaewh~ oe 7, 525, 000 





i 
j 
; 
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C. Universities engaged in preliminary planning 











Institution Power rating | Total tentative 
(megawatts) | estimated cost 
Uniourainy Of PUnmeyTVRO. ... << og he cevesntnclastapantnae () () 
Uissioeiin of Waenngtttas <0, - cc ccewsncigstedestiestieediinbepeaes (1) @ 
CR I OE INI 5 visio din cic neers 2 oormakwraliqars an aan edapielenitenadl (4) Q 
Kansas State College._........- pi. 0) Qa 
University of Arkansas (1) () 
University of Minois---. , oo (1) ” 
University of DEMMNs i). ine Gal cadbeth th. pid dS ee ee (@) @ 
I Oe Pain iicissit canes on cny scien geintingy-apnenbaianatn dana (1) 
University of Get TIGROGR. on iniic ne ncciinnsh cecitdescdvotetadshendeasnes () @ 
Okinhoma A. and. Mi 2iib 5c loa cveb ens can sdandathadisadabbnnasaansncalifed (1) (1) 


1 Not known. 


Dr. Waterman. I would like to call your attention, Mr. Chairman, 
to the fact that we hope to place these in different parts of the country 
with the intention of regional use, not to have them necessarily dis- 
tributed in one spot. We hope to provide them in such a way that 
each could serve as the center in its area. 


UNIVERSITY COMPUTING FACILITIES 


Mr. Tuomas. Let’s look at the university computing facilities pro- 
gram, $1,500,000. 


The Foundation’s budget for fiscal year 1958 included a request for funds 
for the Foundation to initiate a 3-year program of partial assistance to uni- 
versities in securing modern high-speed electronic computers for basic research 
use. Funds available to the Foundation in fiscal year 1958, however, permitted 
only token support. Therefore, the Foundation is proposing initiation of a 
3-year program to establish a series of well-located regional computing centers 
for basic research and for the training of additional scientists in the use of 
eomputers. The program will cost $6 million during the next 3 years and will 
provide about 12 regional computing centers. A total of $1.5 million is requested 
for the first year, fiscal year 1959, which will provide 3 regional centers. 


What about that one out at Livermore? What became of that big 
one out there? 

Dr. Waterman. That is used in connection with the AEC program 
there. 

Mr. Tuomas. Who paid for that ? 

Dr. Waterman. I think the AEC did. 

Mr. Tuomas. Well Remington Rand got all the credit. They got 
a “gillion” dollars worth of publicity. The taxpayers were paying 
for it and Remington got all the publicity. 

How much did you get to start this program? What did you do 
with it last year ? 

Dr. Ecxuarpr. We were able to support only three computing 
centers this year. One of them was at the University of Oklahoma, 
and this was a case where the university had ideas about building the 
facility themselves. 

Mr. Tuomas. You had $252,800 for that program last year. How 
much of it have you allocated? You have an unexpended balance of 
how much ? 

Dr. Ecxuarpr. $52,800. 

ae Tuomas. And you will carry that forward into fiscal year 
1959 
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Dr. Eckuarpr. We may still expend that during—— 

Mr. THomas. Who, please, iat. 

Dr. Ecxuarpr. We do not yet know. We have several requests. 

Mr. Tuomas. Doctor, I imagine the committee might like you to 
hold that $52,500 intact for a while and let us discuss it with you 
further. 

Dr. Ecxuarpr. Okay. 

Mr. Tuomas. If you were to get your 12 regional centers going 
with the $6 million, chances are you would have an overrun. 


DEGREE OF PARTICIPATION BY RECEIVING INSTITUTIONS 


Dr. Waterman. There would be 50 percent participation on the 
average with the receiving institutions, Mr. Chairman. 

Mr. Tuomas. How much is it going to take to operate them after 
you get them into being, and I presume that 50 percent participation 
on operation would be a minimum and chances are you would wind 
up doing 100 percent of maintenance and operation; wouldn’t you? 


OPERATION AND MAINTENANCE 


Dr. WarerMan. In this case, Mr. Chairman, universities will take 
care of the operating costs. That was one of the conditions we laid 
down. 

Mr. Tuomas. Well, suppose they come back to you and say, “Well, 
gentlemen, we just don’t have the money now to build this thing and 
operate it”? What are you going to do? 

Dr. Waterman. In that case we would have to appeal from the 
agreement they made in the first place. 

Mr. Tuomas. Well, if they don’t have the money what can you do 
about it? 

Mr. Suerrarp. May I add something, Mr. Chairman. I think in- 
directly the Government would provide a considerable portion of the 
cost of operation and maintenance. It would be through regular 
research grant programs such as ours. For instance, a $12,000 grant 
might require time on a reactor to carry out the research. Actually, 
by the university charging for the time by research investigators they 
should be able—— 

Mr. Tuomas. In other words we build it and then operate and 
maintain it by a research grant. 

Mr. Sueprrarp. Not directly by the Government, but indirectly 
through research grants and Government contracts among other 
things. 

Mr. TuHomas. What will be the other things? 

Dr. Waterman. Well, industrial grants or contracts might also 
use the computer and pay for its time, or the university’s own re- 
search money. 

Mr. Tuomas. Did Remington-Rand contribute anything to the re- 
search on the UNIVAC and operation of it out in California? 

Dr. Waterman. I don’t know. 

Mr. Tuomas. I have been there once or twice, and as well as I 
remember it takes 12 to 24 people to operate and maintain UNIVAC. 
Who is paying that bill ? 

Dr. Waterman. I don’t know. One thing about computers that 
we’ve found is that while there are a great number of them that have 
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been developed to a high degree of operation, where they are sup- 
ported by the Government or r in and installed by the Government 
or supported by industry, both Government and industry claim their 
time to a large degree. This is quite natural since they put them in. 
Our point here in our program is that by providing computers to 
universities they will be free for the use of the university departments, 
and not subject to call on particular projects for the Government or 
for industry. This would be adding a very desirable feature to the 
whole program. 

Mr. Tuomas. There are so many desirable things in this country. 
I tried to figure out the difference and I wrote here one night what 
is the difference between what is necessary and what is desirable, 
and I couldn’t find anything that wasn’t desirable. 

Dr. WarerMAN. We find, for instance, university departments are 
very anxious to solve problems with computing machines. They may 
already have one on the campus, but they can’t get in on the time of 
it because it is claimed by the Government or by industry. What we 
are trying to do is make computers available for the research done 
in the universities. 

TYPES OF COMPUTERS 


Mr. Tuomas. Let’s put page 62 in the record. 
( Page 62 is as follows :) 


Representative examples of computers appropriate for basic research use— 
Approximate costs of basic systems and speed 




















| Speed of multiplication 
Approxi- 
System designation Manufacturer | mate 

| @ost! Milli- Designa- 

| | seconds tion 2 
Rts hae n sa tendaseecon | International Business Maitidee: | $2, 500, 000 | 0.03 | Fast. 
RAYDAC..___.._..._........| Raytheon Manufacturing Co_.......| 1, 750,000 -20| Do. 
UNTI-SCI (ERA 1102) __.-.-- Sperry Rand Corp...........-..... | 1,400, 000 .30| Do. 
I Sil sous Ro vgslss otheta MK. 255. snnbbenbcithiectindie ile | 1,025, 000 1. 80 | Medium. 
ethan cainaaine Rinned cell inca ieee aches aie tied oeaiitiad 930, 000 | 1.80} Do. 
UNI-SCI (ERA-1103A)____- ste MS teks sect tcbedcowatees | 895, 000 .10-.40 | Fast. 
UNI-SCI (ERA-1108)_.._...}...-- ee TN TS a 850, 000 | -10.40| Do. 
Wi nnncacos tetenaoecescs —— School-University of Penn- | 750, 000 2. 80 Medium. 

sylvania. 

DMT cess tbkshiades | International Business Machines....| * 210, 000 | .40 | Fast. 
IBM-704__.-....- eigen ntti ete’ Oi coed dint ae | *% 367,000 | 20 | Do. 

1 | j 


1 Cost of annual rental is reflected only for the basic system. For many systems 20 to 30 percent must be 
added for required peripheral equipment. The method of computing the cost of component acquisition 
includes direct purchase at a fixed price, direct purchase on a cost-plus-fixed-fee basis, continuous rental, 
and rental with a part of the rental applicable toward purchase. Most forms of rental] include servicing. 
Direct purchase can include a service contract. Rental rates are of the order of 3 percent of the direct pur- 
chase price per month. Most of the prices above include installation, but not shipping cost. Some of the 
figures reflect prices which may not be current, and must be considered only for purposes of establishing a 
general order of magnitude. 

? Fast machines are considered to be those requiring not more than 1 millisecond (thousandth of a second) 
for a single multiplication; medium speed machines are those requiring between 1 and 3 milliseconds for a 
single multiplication. 

3 Annual rental. 


Source: A Survey of Domestic Electronic Digital Computing Systems, Ballistics Research Laboratory. 


Mr. Tuomas. Now this is manufacturing. International Business 
Machines cost $2,500,000; RAYDAC, $1,750,000 $1,400,000 by the 
UNI-SCI. Where is Remington Rand? Here is Sperry Rand. 

Dr. Waterman. They are combined, I think. 

Mr. Yates. Remington Rand and Sperry ? 

Dr. Waterman. The same corporationa; yes. 
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Mr. Yates. How did the Moore School of the University of Penn- 
sylvania get its computer for $750,000? 

Dr. Waterman. That was backed by industry, I believe. This was 
one of the first developments for the University of Pennsylvania and 
backed by industry. 


RADIO AND OPTICAL ASTRONOMY FACILITIES 


Mr. Tuomas. Mr. Reporter, put pages 63 and 64 in the record at 
this point, please. 


(Pp. 63 and 64 are as follows :) 


1 (a)-2F Rapto anp Opricat ASTRONOMY Facrzities, $700,000 


PURPOSE OF FISCAL YEAR 1959 ESTIMATE 


Construction funds and initial operating costs were included in the fiscal 
years 1957 and 1958 Independent Offices Appropriation Acts in a total amount 
of $5,130,000 for a radio astronomy observatory and in an amount of $3,100,000 
for an optical astronomy observatory. Plans are currently underway for both 
facilities, as indicated below. The amount requested will provide for fiscal year 
1959 operating costs for both facilities, together with additional funds to in- 
crease the contingency reserve for the optical astronomy facility. 


1 (A)-2F Nationat Rapio ASTRONOMY OBSERVATORY ($400,000) 


PRESENT STATUS OF THE NATIONAL RADIO ASTRONOMY. OBSERVATORY 


A site for the National Radio Astronomy Observotory was selected near 
Green Bank, W. Va., as the best of 29 possible sites in terms of scientific 
desirability. The site chosen provides freedom from interference by radio 
communication, certain types of industrial operations, telecasting, amateur 
radio, and powerlines. It is in a sparsely populated valley surrounded by 
reasonably high mountains, remote from centers of radio communications and 
from established air-traffic routes. During fiscal year 1958 the Army Corps of 
Engineers with funds made available by the National Science Foundation have 
been engaged in acquiring the necessary property at the Green Bank site and 
negotiations have virtually been completed. 

Associated Universities, Inc., under a contract with the National Science 
Foundation is proceeding with their obligation to develop the facility at Green 
Bank and to begin a program of scientific work as soon as the progress of con- 
struction permits. Roads have been constructed and the site is being cleared 
prior to construction of telescopes and buildings. 


BASIS FOR 1959 ESTIMATE 


The amount of $400,000 requested for fiscal year 1959 is for the cost of mainte- 
nance, management, and scientific work programs for this year. 

The amount requested will cover the costs of both technical and administra- 
tive salaries and related expenses for employees of the National Radio Astronomy 
Observatory as well as the cost of supplies and materials, communications, travel, 
and miscellaneous expenses for fiscal year 1959. 


Operating expenses, national radio astronomy facility, fiscal year 1959 


Irene SUSI Ooh i saa ei Saracen alec tena bei dled $140, 000 
Administrative and clerical salaries (16)--.-------.-----__-..____ i 

ae Lh cn opgs be pes- eg se-ssbegultir an niniengeppeerctetinlagagpssie dons achdnacs 15, 000 
RENCE coiekck hk cab ick bis tb daben mn ecbdbhdinwis Sh eanibabiscebts 8, 000 
Oe ee hh thd abbr Eas a! cleat pits 20, 000 
ern dk 1 tac eenen eign leispehanenatietind beam * 50, 000 
Employees insurance and retirement.._...._.--_--____..____________ 23, 000 


Miscellaneous expenses 


1 Includes electricians’ supplies. 
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1 (a)-2F (2) OpricaL AsTRONOMY OBSERVATORY ($300,000) 


PRESENT STATUS OF THE OPTICAL ASTRONOMY OBSERVATORY 


Site studies for the location of the Optical Astronomy Observatory are still 
in progress. The sites remaining under consideration seem to be superior to 
any in the United States now occupied by an astronomical observatory. The 
proposed laboratory will differ from present facilities—all of the major tele- 
scopes with the exception of the 120-inch instrument at the Lick Observatory, 
Mount Hamilton, Calif., were designed before 1940—largely because of incor- 
poration of improved instrumentation based on the most recent pertinent develop- 
ments. When completed, this observatory will provide opportunity for making 
observations to astronomers at universities which now have no access to major 
astronomical facilities. 

The Association of Universities for Research in Astronomy, Inc. (AURA), a 
corporation consisting of seven leading universities in the field of astronomy, is 
the contractor for building the observatory. Under the present planning schedule 
it is estimated that the actual construction of the telescope on the site will be 
completed later in fiscal year 1959. 


BASIS FOR FISCAL YEAR 1959 ESTIMATE 


An amount of $300,000 is requested for fiscal year 1959, $180,000 of which is 
for cost of administration, operation, and maintenance in fiscal year 1959 and 
$120,000 to be added to the present reserve for contingencies in connection with 
construction, to bring this amount to $176,000 (only about 5 percent of the de- 
velopment costs of the facility), a more realistic estimate in view of the dimen- 
sions of the program. The operating expenses for fiscal year 1959 will provide 
for staff salaries of a director and his staff necessary to conduct site tests and 
surveys as well as effectively supervise the actual onsite construction of the 
facility. All estimates for operating supplies, materials, equipment, and utility 
costs for fiscal year 1959 are included in the amount requested. 


Fiscal year 1959 expenses, Optical Astronomy Observatory 


sinh ataniacaniacora ond bia ituinetgtetaenitedetels Bema peter nes $72, 800 
Administrative and clerical salaries (4).-.-..----------_._-__-.-_-... 20, 800 
seed aps 6c diction nia teat ea nangig netamesl 15, 000 
Se ETc l- nb cell oscnerieseenicc ined ohio binpcinchenth cpegnainiealeeseeeetbniitiente mm adilanzckoeakmdeicaaie bien 5, 000 
Materiita adhd sbggtieei aut a ehh de te 20, 000 
URGRIIIOS msc oo ih en cnlnnne ie LE Ie LAST a 7, 000 
OtheF: Cx pORI06 ot hl i edn ge cnet erteniegenasbi eh eee Ald abe 39, 400 

Bubsovtal, qparating OX cic ite piecten-sniaeeiesmmetie 180, 000 
Additional reserve for contingencies in connection with construction___. 120, 000 

Total requeste@. ..3..61..bsaesndeeiwesiceles).. eee $300, 000 


The amount of $300,000 which is requested for fiscal year 1959 plus the $545,000 
utilized during fiscal year 1957 for site surveys and studies and the $3,100,000 
included in the National Science Foundation fiscal year 1958 appropriation for 
the Optical Astronomy Observatory will bring the total current estimate to 
$3,945,000. Funds will be requested in fiscal year 1960 to cover operating ex- 
penses for the last 3 fiscal years of the 5-year contract period. 


Mr. Tuomas. This is quite interesting, Radio and optical astron- 
omy facilities, $700,000. 


Construction funds and initial operating costs were included in the fiscal years 
1957 and 1958 Independent Offices Appropriation Acts in a total amount ef 
$5,130,000 for a radio astronomy observatory and in an amount of $3,100,006 
for an optical astronomy observatory. 


This is in West Virginia; isn’t it? 
Dr. Warerman. At Greenbank, W. Va.; Yes, sir. 
Mr. Tuomas. Now, is this going to be an annual bill of $700,000? 
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Dr. Waterman. $400,000 is the request for the National Radio 
Astronomy Observatory. The estimate includes $300,000 for the 
optical astronomy observatory. 


OPERATON AND MAINTENANCE 


Mr. Tuomas, How much is the installation going to cost the tax- 
payers on an annual basis after you have it built? 

Dr. Ecxuarpr. That will depend, sir, on the level of their opera- 
tions, and I would say it’s going to be a minimum of $400,000 a year. 

Mr. Tuomas. Well, you very frankly say so. 

The amount of $400,000 requested for fiscal year 1959 is for the cost of main- 
tenance, management, and scientific work programs for this year. 

Dr. WatrerMAN. This year. 

Mr. Tuomas (reading) : 


The amount requested will cover the costs of both technical and administra- 
tive salaries. * * * 


OPTICAL ASTRONOMY OBSERVATORY 


Three hundred thousand dollars; what is that for? 

Dr. Waterman. Optical Astronomy Observatory on the next page, 
Mr. Chairman. 

Mr, Tuomas. Go ahead and tell us about it. 

The Association of Universities for Research in Astronomy, Inc. (AURA), a 
corporation consisting of 7 leading universities in the field of astronomy, is the 
contractor for building the observatory. Under the present planning schedule 
it is estimated that the actual construction of the telescope on the site will 
be completed late in fiscal year 1959. 

This is going to be a companion part of your $5 million deal? 

Dr. Waterman. AURA isthe corporation we spoke of in connection 
with the solar telescope. It has already come into existence in connec- 
tion with the optical observatory 

Mr. Tuomas. It will differ from present facilities? How much have 
we appropriated for this installation already ? 

Mr. Sueprarp. Three million one hundred thousand dollars. 

Mr. Tuomas. This is Mount Hamilton, Calif. ? 

Dr. Waterman. The location is not decided yet. 

Mr. Tuomas (reading) : 





* * * all of the major telescopes with the exception of the 120-inch instru- 
ment at the Lick Observatory, Mount Hamilton, Calif. * * * 

We have already appropriated $3,100,000. This is for more facili- 
ties. What about the operation? What is it going to cost to bring it 
into being, $3 million, 5, 4, 6? 

Dr. WaterMAN. The operating expense for 1959 is $180,000. 

Mr. Tuomas. I mean facilities. This is $300,000 facilities money, 
isn’t it ? 

Dr. Ecxuarpr. You are talking, sir, about two things there. There 
is also an estimate for the Radio Astronomy Observatory, $400,000. 

Mr. Tuomas. We are talking about the Optical Astronomy Obser- 
vatory estimate of $300,000. 

Dr. WATERMAN. Page 65. 
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Mr. Tomas (reading) : 


The amount of $300,000 which is requested for fiscal year 1959 plus the $545,000 
utilized during fiscal year 1957 for site surveys and studies and the $3,100,000 
included in the Naional Science Foundaion fiscal year 1958 appropriation for the 
Optical Astronomy Observatory will bring the total current estimate to $3,945,000. 
Funds will be requested in fiscal year 1960 to cover operating expenses for the last 
3 fiscal years of the 5-year contract period. 

How much more are you going to spend for facilities in addition to 
this $4 million ? 

Dr. WarerMAN. The solar telescope might go at the Optical Obser- 
vatory site and that would be a major facility. The estimates are for 
installation of the facility itself, including the major telescope. 

Mr. Tuomas. Have you spent any of that $3,100,00 yet ? 

Dr. Ecxuarpr. Asmallamount. I think so far $300,000. ‘ 

Mr. Tuomas. What is that expenditure for? eo. 

Dr. Ecxuarpr. That is an expenditure for the maintenance of the 
existing staff which is being assembled, and the director of the obser- 
vatory who has been appointed. They are making studies in connec- 
tion with the construction and planning for the observatory. 

Mr. Tuomas. Well, aren’t you a little premature, before you ever 
stick a spade in the ground coming back in here for $300,000 for an- 
other project here? 

Dr. WarerMAN. This amount is for 1959 operating expenses under 
the contract already made. 

Mr. Tuomas. You already have $3,100,000. 

Dr. Ecxuarpr. That is for the construction, sir. 

Dr. Waterman. The $300,000 now going to them is part of the 
$3,100,000 which is in the contract. 

Mr. THomas. Well what is this additional $300,000 for now ? 

Dr, Waterman. For next year’s operating cost. 

Mr. Tuomas. That is not operating money, is it ? 

Dr. Waterman. Yes sir. 

Mr. Tuomas. The amount of $300,000 is requested, of which $180,- 
000 is cost for administration, operation, and maintenance for 1959 
and you haven’t even got a spade in th eground yet: and $120,000 
is to be added to the present reserve for contingencies. What are 
those ? 

Dr. Eckuarpr, There are contingencies, sir, in connection with the 
$3,100,000. In reviewing the total picture, we found that with a 
project of this type involved that there was insufficient provision for 
contingency money. 

Mr. Tuomas. Well I can’t see what in the world the Bureau of the 
Budget has in its mind when it permits something like this. You 
haven’t even stuck a spade in the ground. I don’t mean anything per- 
sonal to this group here, but a spade hasn’t even been stuck in the 
ground and yet you come over here with an estimate of $72,000 for 
professional salaries, administrative cost, and clerks’ salaries; $20,- 
800, material and eapeliees $20,000, and other expenses—they have 
better imaginations than I have. Sometimes I think mine is pretty 
good. , 

Mr. Luron. Well, Mr. Chairman, this $180,000 is for operating ex- 
penses in fiscal year 1959. The $120,000, as you stated, is for con- 
tingencies in connection with future construction. 
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Mr. Tuomas. I can read the figures but they don’t mean anything. 

Mr. Luron. These estimates on construction were made a good many 
months ago, and it has been our experience in connection with some 
of our other facilities that construction costs have gone up substanti- 
ally in the last 18 months, and we feel to be realistic that we need 
to include some money to take care of increased construction costs in 
this budget. We don’t think that $3,100,000 is enough. 

Mr. Tuomas. Well you have $3,100,000 and I believe the doctor 
said you spent. $300,000. Let’s hold this $300,000 until we can talk 
about it further. 

Mr. Luton. All right. 

Mr. Tuomas. Gentlemen, will you excuse us. We will now take a 
brief recess. 

(A brief recess was taken.) 

Dr. Waterman. I'd like to make it clear the $3 million comes from 
the present year. 

Mr. Tuomas. That is just as clear as A, B. C. I don’t mind your 
pointing it out again, though. 

Dr. Waterman. Mr. Chairman, may I make a general remark 
about facilities at this point? 

Mr. THomas. You may do whatever you like, at any time you like. 

Dr. Waterman. Research facilities represent an area which is in 
great danger of being neglected. It should be looked at as providing 
the modern research facilities which the research people need. We 
can’t give our scientists the best in basic research in many fields of 
science, such as astronomy or the latest methods employing computers 
for analysis of very difficult problems, unless these people have facili- 
ties. We are training scientists to take full advantage of these 
modern tools, and want to be very sure we give them the up-to-date 
facilities. Now, we are especially urging this from the fact that we 
do know that Soviet Russia is progressing very rapidly. ‘They are 
pushing their development of computers and providing facilities at 
a great rate. All our scientists who go to Russia come back saying 
that the Government is providing them with the very best in facill- 
ties that they need, and doing it very quickly. So, this general area 
is one which we feel we must pay special attention to. 

Take high-energy physics, as we call it. This consists of frontier 
work in understanding the nucleus of the atom—how is performs and 
how we can make use of these things. 

These are among the most expensive tools. There are accelerators 
and reactors. We don’t dare proceed without providing these; and 
computers are useful in this analysis as well as in others. They are 
going to be more and more important as we learn more about outer 
space from the observations made. The data from the experiements 
that are performed in outer space can be translated in terms that the 
astronomical observatories can use. 

We know, for example, now, that the sun is doing some very pe- 
culiar things about which we had no idea. All these things mean 
that we must study this much more closely. I would like to go off the 
record at this point. 

Mr. Tuomas. We'll be glad to hear anything you have to say, Dr. 
Waterman. 

( Discussion off the record. ) 
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RELATION OF SUPPLEMENTAL ESTIMATE TO FISCAL YEAR 1959 ESTIMATE 


Mr. Tuomas. Break it down among those three, now. How much 
for manpower ? 

Mr. Suepparp. There is $7 million in the supplemental for basic 
research; $750,000 for dissemination of scientific information; 
$2,015,000 for support of manpower training programs and $92,000 
for administrative costs. 

Mr. Tuomas. The $7 million is a continuation of the old program ? 

Mr. Suepparp. Yes, sir. That is just speeding up the basic research 
program this year. 

Mr. Tomas. What is the average per contract? 

Mr. Suepparp. About $15,000. 

a. Tomas. On an annual basis? They usually run about 2 
years 

Dr. WaTeRMAN. Yes, sir; about 214 years. 

Mr. Tuomas. Well, that’s only about $6000 or. $7,000 per year; 
that’s a total of how many additional contracts for the fiscal year 
1958, then ? 

Mr. Suepparp. About 450, I believe. 

Dr. Tuomas. You have that many requests? 

Dr. Waterman. The reason for the supplemental, Mr. Chairman, 
is that the universities must soon make their plans for the following 

ear. 
: Mr. THomas. How many requests do you have? 

Dr. Waterman. We have far more than that, but universities must 
make their plans before the conclusion of the academic year. 

Mr. Tuomas. What about manpower? How much is in there for 
manpower ? 

Dr. Waterman. About $2 million. 

Mr. Tuomas. Is that something new, or a continuation ? 

Dr. WarerMAN. That, again, is to get started before the academic 
year is out with some of these first-class programs in science training. 

Mr. SnHeprarp. It’s for 3 things in particular: $200,000 of it is 
for science-faculty fellowships; $1.4 million is for the institute pro- 
gram for training high-school science teachers—we’ve had far more 
requests this year to date than we can support. 

Mr. Tuomas. $1.4 million of your $2 million, then, for manpower 
goes to the institute for development ? 

Mr. Suerparp. Yes, sir, and $400,000 for course content improve- 
ment items. I think this was mentioned yesterday in the hearing ; that 
we have been in the process of revising a textbook for physics, and I 
believe the first print of that is actually out. This is to continue that 
project and start a similar one, I believe, in mathematics. The only 
other item is $43,000 for administrative expenses. f 

( Discussion off the record. ) 


Surveys AND Reports oN ScrentTIFIC RESOURCES 


Mr. Tuomas. That’s very interesting. Let’s now go into “General 
and special surveys.” I have a big question. It says $174,396 last 
year; this year, $290,000; an increase of $115,604. 
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PURPOSE OF PROGRAM 


The program of surveys and reports on scientific resources provides analysis 
and integration of materials relating to the progress and needs of our Nation's 
scientific research and development so that accurate, up to date, and relevant 
information may be available within the Federal Government to assist in devel- 
oping policies and programs for effectively forwarding our national scientific 
research effort, and assist the Foundation in carrying out its responsibilities 
under the National Science Foundation Act of 1950 and Executive Order 10521 
“to develop and encourage the pursuit of a national policy for the promotion of 
basic research and education in the sciences ;” 

You’re going to help that program? I mean this is your basic act? 

To evaluate scientific research programs undertaken by agencies of the Federal 
Government * * *, 

And in order to carry out those points you say a program of sur- 
veys and reports on scientific resources. 

Formulating and recommending policies with regard to scientific efforts of 
the Nation. 

That reminds me of my own office. 


That reminds me of my own office. 

(Discussion off the record. ) 

Mr. Tromas. Just exactly what are you going to do with this 
money ? 

Dr. Waterman. There are advantages in the roster, Mr. Chairman, 
for planning purposes and for identification of people with more than 
one skill, such as ability to speak Russian. 

Mr. Tuomas. Well, now, is thisa roster? The surveys and reports ? 
It’s a roster in one sense of the word. 

Dr. Waterman. This comes in another place, Mr. Chairman. You 
mentioned the roster. 

Mr. Tuomas. Yes; but we'll get to that in a minute, but this is com- 
parable to a roster, now—what you have here. You have “Surveys 
and reports.” You have two types of surveys planned for fiscal year 
1959 : 


(a) General and recurrent surveys aimed toward evolving research and de- 
velopment facts to serve as a basis for estimating changes in the Nation’s research 
and development position ; 

(b) Special surveys, generally nonrepetitive, to concentrate on pending issues 
of national importance. 

To the tune of $290,000. Just what does all that mean? 

Dr. Pertman. As you know 

Mr. Tuomas. No, 1 don’t know. Don’t make too many assumptions. 

Dr. Pertman. The total research effort of the Nation is getting to be 
quite tremendous. Not all of the research work is being financed by 
the Federal Government. A good deal of it comes from private 
industry. 

Now the purpose of those surveys is to find out what the —— 

Mr. Trromas. What everybody is doing and then have 19 bookkeepers 
over there to keep a roster of it and when you get through, what is it 
worth to you? 

Dr. Pertman. Well, I think it’s worth a good deal to private 
industry. 

Mr. Tuomas. Would you better spend that $290,000 in improving 
the mathematics teachers in high schools and colleges and giving out 
a few more fellowships and maybe supplying money to some of these 
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universities that have some able, bright men who want to do basic 
research. 

I mean there is something we can at least see what is going on, we 
at least think we’re getting our money’s worth there; but you go to 
shuffling papers around here—that’s about what I call it—if you have 
a better word for it, I'd like to have it. 

Dr. WATERMAN. The type of roster we are talking about is this one 
you've seen. 

Mr. Tuomas. Well, that looks nice but what is it worth when you 
get it? 

Dr. Warerman. We can find out what industry is doing in research 
and development and we corrected a very erreoneous figure in our first 
survey as to what they were doing. 

Also, universities, private foundations, and the Federal Govern- 
ment—if the country is to plan wisely with respect to research and 
development. In particular if the Government is to know what it 
should do, it seems to me the only way we can do this is make surveys 
throughout the country as to what is actually going on in research and 
development. 

Now we have changed our plan and aims somewhat under Dr. Per!- 
man’s direction, to try to provide a way in which we can get at trends 
throughout the country; and, if necessary, if possible, devise an 
index 

Mr. Tuomas. That certainly is highly desirable, no question about 
it. It’s just desirable as, I imagine, everything you have in this 350 
pages: but how necessary is it under our present-day needs? Can you 
take this $290,000 and spend it better, more w isely, and get more and 
better results from actual attainments in the scientific field? Those are 
the questions we are more or less concerned with. 

Dr. WarermMan. Unless this is done, Mr. Chairman, I don’t see how 
we can plan very intelligently throughout the country unless we 
know who is doing what in research and development. How much 
they are putting in, how much goes for basic research, how much goes 
for development. 

Mr. Tuomas. Well, is this aimed primarily at industry ? 

Dr. Warerman. Not primarily, sir. I would say primarily what 
the country needs. 

Mr. Tuomas. Is it primarily to ascertain what industry is doing? 
The Bureau of the Budget should give you a fair idea of what Gov- 
ernment is doing. 

Dr. Waterman. We want to know what Government should do. 
As to the others 

Mr. Tuomas. Who are the others? Private industry ? 

Dr. Waterman. They would be private industry, the universities, 
private foundations, associations, and commercial laboratories. 

Mr. Tuomas. Everybody except Government. 

Dr. Waterman. And the Government too. If we get the whole pic- 
ture we can see if the Government’s share is correct. 

Mr. Tuomas. You should be able to find what the Government is 
doing through the Bureau of the Budget. 

Dr. WarerMAN. We ourselves make a survey and we publish Fed- 
eral Funds for Science here. This goes into program content of the 
various agencies as well. 
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Mr. THomas. What do you do with the program contents? When 
you get it all correlated, and you spend more money there to put it 
up in nice shape, what do you do with it? How many of those copies 
do you print ? 

USE OF SURVEY REPORTS 


Dr. Pertman. About 3,000. 

Mr. THomas. Whom do they go to? 

Dr. Prertman. To many people in the Federal Government. It 
goes to many people in both Houses of Congress; and, of course, 
also to people outside Government—private industry, colleges, uni- 
versities, and so forth. 

Dr. Waterman. It’s for sale at 40 cents a copy from the Govern- 
ment Printing Office. 

Dr. Pertman. I’d like to point out, that there is a tremendous in- 
terest on the part of private industry in connection with research and 
development and in the Foundation we get letters and calls almost 
every day from individual companies. For example, they would like 
to know how much money to invest in research and development; or, 
in specifying a given amount, how much money they will realize on 
it in a long run—now, the surveys in private industry, of course, are 
done—— 

Mr. Tuomas. Doctor, do I understand you to say that X corpora- 
tion comes and asks the Science Foundation how much of their 
funds they should invest for research and development ? 

Dr. Pertman. They do, day after day. 

Mr. Tuomas. That’s quite a compliment. Every time I talk with 
any businessman, first thing he does is hits me over the head because 
I’m part of the Government and says, “You folks don’t know what it’s 
all about,” and so forth, and so on. 

Dr. Prertman. We got a telegram yesterday from one of the very 
large corporations in this country requesting us to send them informa- 
tion because they want to take that into consideration in planning out 
their research and developent budget for next year. 

Mr. Tuomas. Well, that’s quite complimentary. 

Dr. PrertmAn. Private industry is also developing tremendous in- 
terest in the field of basic research and of course I think everybody 
agrees that it would be very good for the country if private industry 
devoted more of its efforts to basic research. 

Now, many of the questions relate to that particular point. 

Mr. Tuomas. Well, that is very helpful and very interesting. 

Dr. Waterman. Unless we know these figures, we can’t have very 
— estimates as to what people are needed for this, and this goes 

ack again to relation with our training program. It’s not an expen- 
sive program, it seems tome. We have to have this in order to do the 
rest of our job intelligently. 

Mr. Tuomas. How do you get that information, now ? 

Dr. Waterman. We do this by sending questionnaires and then 
interviewing a sample population. For example, in our last one with 
industry 

Mr. Tuomas. You know, in the Commerce Department they write 
to a lot of corporations and ask them a whole lot of questions and 
about some of the nastiest mail most of the Members get is when 
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these corporations write and say, “Why does that Bureau stick its 
nose into our business and ask us to give it all this information? 
We have enough troubles of our own without doing this.” 

I think they have a little statute over there that if somebody fails 
and refuses to give them that information, they might be confronted 
with criminal prosecution ; but they don’t like it. 

Dr. Waterman. We are quite pleased at the fact we got 98 percent 
return on our industrial survey and the firms—— 

Mr. Tuomas. What is the nature of your survey, now? What are 
some of the questions you ask? 

Dr. Pertman. Well, we want to know what the total amount of 
money devoted to research and development is; how much is devoted 
to basic research 

Mr. Tuomas. It deals only with basic research and research and 
development ? 

Dr. Parsnik That’s right. 

Mr. Tuomas. Well, I imagine that is quite complimentary when 
you get a 98-percent return. 

Dr. Waterman. And the reason was because they realized they 
don’t know these figures accurately themselves. 

Mr. Tuomas. The president of the corporation doesn’t reply him- 
self; does he? 

Dr. WaTerMAN. Yes; we have had letters from the presidents and 
vice presidents on this matter. They consider it quite important to 
know these figures themselves, and in the end they were grateful to 
us for asking them. 





IMPORTANCE OF NATIONAL REGISTER OF SCIENTIFIC AND TECHNICAL 
PERSON NEL 


Mr. Tuomas. Which do you consider more important? This 
program here or your roster program of your scientists, now ? 

Would you consider your surveys and reports on scientific research 
the more important of the two? 

Dr. Waterman. I’m not sure what you mean by the “roster,” Mr. 
Chairman. You mean the National Register of Scientific and Tech- 
nical Personnel ? 

Mr. Tomas. Yes; your manpower, your scientists. 

Dr. Waterman. I don’t see how one can compare the importance 
of these surveys we are now speaking of under this. Under this Of- 
fice of Special Studies is the type of thing we have just described. 

Mr. Tuoomas. You say this is important because you know how to 
plan your future programs. Well, when you have a roster of your en- 
gineers and scientists, what are you going to do with that roster? Is 
there any planning on the basis of that information ? 

Dr. Waterman. Insofar as the Register is a listing of the capable 
scientists in the country, then we know the numbers. We also know 
more than that. We know some of their skills besides that of their 
science. We also know what they are doing. As I say, that roster 
can be useful in the following ways: If one is interested in mass-em- 
ployment problems where you need big numbers, we can get this 
quickly from the roster, even though for a particular job where you 
want a particular—— 
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Mr. Tuomas. You know that the newspapers are still in business 
That’s the way they make part of their living, is carrying ads. 

Dr. Waterman. Another way it could be used is it presumably 
could be very useful in emergency and has been used in the alerts 
where we want to know not only what scientists are available but 
where they are, in case something happened in a particular location. 

Mr. Tuomas. Where they are? How much money will it take a 
year to keep anything like a reasonably accurate check on four or 
five hundred thousand men or 2 million men or more than that? Their 
home addresses, when they change addresses, how many of them died 
that year? 

Dr. Waterman. Mr. Sheppard will give you the figures here. 

Mr. Tuomas. It is set out in your justifie: ition in very complete 
detail. 

Dr. Waterman. This is done by the societies. You understand they 
are interested in the thing, too. 

Mr. Tuomas. Yes, but you are paying for it. 

Dr. Ketty. May I comment on that, Mr. Chairman? The Register 
is really a group of rosters. We support the scientific societies who 
are interested in learning about themselves. They have to keep up 
these addresses, keep them up to date, anyway, to send scientific peri- 
odicals. They are eager to get this information. 

Mr. Tuomas. That’s right ; ; a group of societies. You are helping 
to support them. We are referring to it in a broad sense as a register. 

Dr. Keutxiy. The scientific community is interested in knowing how 
they are growing and how the particular subfields in their organiza- 
tions are growing. The emphasis is put on science. 

Mr. Tuomas. I have some friends who are architects and engineers. 
I imagine those boys keep up with themselves pretty well, don’t they 4 

Dr. Keity. It is essentially to help them to keep up with themselves. 

Mr. Tuomas. Do they need that help? 

Dr. Ketny. We think they do and they tell us they do. 

Mr. Tuomas. I’ve talked to some of them. They say, “Well, Santa 
Claus is marching through town. We’ll pull his whiskers a little bit, 
but we can get along without his help, but everybody else is getting it, 
we'll get it, too.” 

Dr. WarerMAN. As to the uses of the register, Mr. Chairman, I 
recall one that comes up occasionally when some scientists are wanted 
to go to another country and their specifications are listed. Maybe 
they want physicists or chemists or biologists and want someone who 
has a knowledge of that country, who has been there, or someone who 
speaks the language. 

This register is fine for that. 

Mr. Tuomas. I imagine that particular society—chemical engineers, 
industrial engineers, phy sicists, and chemists—I imagine that society 
keeps up with their people pretty well, don’t you? I mean it is desir- 
able, but again you come to the question of what is desirable and what 
is necessary. 

Gentlemen, it’s 10 minutes of 12. Let’s come back at 1. 
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AFTERNOON SESSION 


Mr. Tuomas. Gentlemen, the committee will please come to order. 

I think this language is worth reading into the record at this point, 
from page 71, gentlemen: 

Two types of surveys are planned for fiscal year 1959; (@) general and recur- 
rent surveys aimed toward evolving research and dev elopment facts to serve as 
a basis for estimating changes in the Nation’s research and development posi- 
tion; and (b) special surveys, generally nonrepetitive, to concentrate on pending 
issues of national importance. 


RECENT PUBLICATIONS OF OFFICE OF SPECIAL STUDIES 


Well, that language is broad and general, but I guess we get the 
general idea of it. It won’t hurt to put in page 77 in here. This is 
more or less concrete standards to go by. 

(The document referred to is as follows :) 


Tarte IL.—Recent publications of Office of Special Studies, fiscal year 1957 
through 1st 3 months of fiscal year 1958 (Oct. 1, 1957) 


FISCAL YEAR 1957 


Research by Cooperative Organizations___.___-___----------~- July 1956. 
Pilon. Fonds for Baiieee Yn oo. ee ee September 1956. 
Organization of the Federal Gov ernment for Scientific Ac- 

tiwithew oo 23 ei ee Or ie Le Do. 
Federal Support for Science Students in Higher Education_-_-_- Do. 
Science and Engineering in American Industry—Final Report 

On a 1906-64 Bdfvey 22s SSL Se a _.. October 1956. 

Science in the Federal Government: A History of Policies and 

Activities to 1940 (A. Hunter Dupree) —__-__-__------------ January 1957. 


Reviews of Data on Research and Development: 
No. 1. Expenditures for Research and Development in the 
Wmted Btates; WHR 2 se RS es eee Do. 
No. 2. Funds for Research and Development in Colleges 
and Universities, 1958-64-20... file March 1957 


No. 3. Funds for Research in Medical Schools, 1953___._____ April 1957 
No. 4. Exchange of Foreign and American Graduate Stu- 

dents in the Sciences, Engineering and Other Fields_____ May 1957 
No. 5. Funds for Basie Research in the United States, 

SOG ee ee a I es ear SS June 1957. 


FISCAL YEAR 1958 


Advisory and Coordinating Mechanisms for Federal Research 

and Development, 1956-57_._...... 22-22 ou ee July 1957. 
Reviews of Data on Research and Development: No. 6. Faculty 

Scientific Research Activities at Colleges and Universities, 


100Oa56 ('3 2s cullen Bie Si ai Bs an August 1957. 
Scientific Manpow er in the Federal Government, 1954________. Do. 
Reviews of Data on Research and Development : No.7. Funds 

for Research in Engineering Schools, 1953-54_____..________ September 1957. 
Graduate Student Enrollment and Support in American Uni- 

versities and Colleges, 1954_.__.._-..2...-.-4______ October 1957. 


DISSEMINATION OF Scrent1 ric INFORMATION 


Mr. Tuomas. Let’s look at “Dissemination of scientific infomation.’ 
Will you put pages 79 and 80 in the record at this point? Also the table 
on page 78, wherein you have a good program broken down here into 








330 


5 categories calling for an expenditure of $1,879,000, which is an 
increase of $1,024,327 over 1958. 


(The pages referred to are as follows :) 


1 (a)—4. DissEMINATION OF ScrENTIFIC INFORMATION 


Summary of obligations by program 


Actual, Estimate, Estimate, | Increase (+) 
fiscal year fiseal year fiscal year or decrease 
1957 1958 1959 (—), 1959 
over 1958 
1(a)-4A Foreign science information..........- $195, 477 $346, 423 $1, 105, 000 +$758, 577 
(a)-4B Government research information_-_- 16, 320 115, 500 115, 000 —500 
1 (a)-4C Support of scientific publication and 
i the dna tamaeheanes 266, 283 126, 425 125, 000 —1, 425 
1 (a)-4D Research on scientific information 
SN ik CU a Bik pen shin chin seerso 304, 600 266, 325 414, 000 +147, 675 
i(a)-4E Scientific communication systems- - -- 0 0 120, 000 +120, 000 


PE erence icindensipedny wanted 782, 680 854, 673 1, 879, 000 1, 024, 327 


1 (a)-4 Dissemination of scientific information 


CCS RS Tan ee she ne etn eewese $854, 673 
NRIOL OR ROO 6s So a eh aes 1, 879, 000 
I ia Ei ao oc arlene ania aera enlwlbilnted bb dd +1, 024, 327 


BASIO AUTHORITY AND OBJECTIVES 


The dissemination of scientific information program is designed to achieve the 
broad dissemination of the results of scientific research and to insure in every 
way possible the continuing availability to United States scientists of scientifie 
information. Its activities in this field are carried on under the authority of 
the National Science Foundation Act of 1950, as amended (42 U. S. C. 1861-1875), 
which authorizes and directs the Foundation to: “* * * foster the interchange 
of scientific information among scientists in the United States and foreign coun- 
tries * * *.” f 

Foundation programs in carrying out this authority are directed toward the 
following objectives : 

1. To insure the availability to United States science and the people of the 
United States the results and advantages of foreign as well as domestic scientific 
research and development. 

2. To facilitate the dissemination of the results of unclassified and declassified 
United States Government-supported scientific research to United States scien- 
tists. 

3. To assure, wherever possible, the continued publication of important scien- 
tific periodicals particularly of domestic origin, the issuance of significant scien- 
tific writings and monographs, and the general availability of valuable reference 
aids and indexes. 

4. To encourage and support research directed to improving methods for the 
dissemination of scientific information, including investigation of the need in 
the United States for a uniform and speedy system for improving processes for 
abstracting and indexing the results of scientific research, and to encourage 
wherein possible the initiation of such a suitable system. 

' Specific programs are of two general kinds: (a) Those which are concerned 
with achieving the inaximum possible immediate dissemination of scientific infor- 
mation using procedures and techniques now available, and (b) those which look 
toward the future, involving elimination of duplication and overlap and the 
application in the information field of mechanization and other high-speed storage 
and distribution systems. Each of these programs is described in the subsequent 
sections. 


I 
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RESEARCH DEPENDS UPON SCIENTIFIC INFORMATION 


Scientific information is concerned with the actual experimental and theoretical 
procedures, the data, the results, and the conclusions of scientific research. A 
developing science and technology must have men, materials, and information if 
it is to produce those things needed for the betterment of our people. The last- 
named of these constitutes the raw material produced by basic scientific research 
from which the ideas and developments of applied research are drawn. Our con- 
tinuing progress in science and technology depends in no small way upon the 
effective dissemination of this information among scientists and engineers. 

An example which illustrates the serious effects which lack of scientific com- 
munication can have on industrial development is that involving azo dye, pyraz- 
olone-5. A well-known American chemical concern recently prepared this dye. 
Realizing its importance in color photography and believing it to be a new com- 
pound, a patent was sought. However, it was found that the compound was 
already covered by a Swiss patent. In a chance conversation with a Russian 
organic chemist at an international meeting, an American dye chemist learned 
that the Russians had published in 1949 in one of their chemical journals a de- 
scription of the compound and described its preparation. The actual reference 
to the article helped to invalidate the foreign patent and made it possible for the 
United States concern to produce this dye at an estimated savings of about 
$1 million. 


INFORMATION PROBLEMS CREATED BY SCIENTIFIC AND TECHNOLOGICAL GROWTH 


It is well understood that not every scientific article published is a mapor inter- 
est to every scientist. Wide coverage of this literature is needed, however, be- 
cause there is no a priori way to tell who might find need for or gain from the 
knowledge recorded in the article. Wide coverage and distribution are also im- 
portant—as in advertising—because they increase the probability that useful 
information will come to the attention of a scientist or engineer who can find it 
of value. The need for wider dissemination of published information is illus- 
trated by the fact that the properties of sulfanilamide were first published in 
1885, yet the possible use of this substance as an antibiotic was not realized until 
the late 1930's. 

The spectacular and rapid growth of science and technology in the last 15 or 
20 years is producing, as it should, an ever-increasing volume of new scientific 
ideas and data. If this material is to be useful and to become a part of the fund 
of knowledge from which modern practical developments are drawn, it must be 
made widely available. But the volume of literature relating just to one small 
field alone is becoming so great that with existing publication procedures and 
distribution techniques it is virtually impossible for the scientist investigating a 
special problem to locate and read all of the pertinent articles. Continuance of 
this situation can be detrimental to the progress of American science and tech- 
nology as healthy crossbreeding of new ideas into research will be inhibited. 


Mr. Tuomas. This program is broken down into foreign science in- 
formation, Government research information, support of scientific 
publications and reference tools, research on scientific information 
problems, scientific communication systems—that’s a new program of 
$120,000. 

FOREIGN SCIENCE INFORMATION 


The big item is foreign science information—$1,105,000 this year 
against $346,423 last year. Let’s look at some of the details. There’s 
a paragraph here entitled, “Information Problems Created by Scien- 
tific and Technological Growth.” Now, if I can read my own hand- 
writing, I'll see what my notes are. It says, “Good, but what can 
National Science Foundation do about it?” 


It is well understood that not every scientific article published is of major 
interest to every scientist. Wide coverage of this literature is needed, however, 
because there is no a priori way to tell who might find need for or gain from 
the knowledge recorded in the article. Wide coverage and distribution are alsw 
important— 
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and so forth. Justify this expenditure here. This first table here— 
“foreign science information.” We're just scared to death of the 
Russians. Let’s put the middle of page 82 in the record, please. 

(The page referred to is as follows :) 


THE FOUNDATION’S ROLE IN INTERAGENCY SCIENCE INFORMATION ACTIVITIES 


The programs discussed on the following pages have been clarified and im- 
proved by the Foundation assuming responsibility for fostering interagency 
meetings at which scientific information problems common to several agencies 
were reviewed and agreement on coordinated action achieved. Among these 
have been : 

(1) Several meetings concerned with translation of foreign literature which 
resulted in— 


(a) The development of a plan for a central Federal clearinghouse on 
translations ; 

(b) A cooperative plan for the issuance of Government-generated trans- 
lations ; and 

(c) The clarification of responsibilities for these translations. 

(2) A review of the activities of Federal agencies in the research and develop- 
ment of mechanical and electronic devices for the storage and retrieval of 
information with a view to achieving better coordination. 

(3) A coordinated plan for research on mechanical translation. 

(4) Federal agency cooperation on the furtherance of an international meeting 
on scientific informaiton to be held in November 1958. 


You have one statement— 
the development of a plan for a central Federal clearinghouse on translations. 


I have noted where and by whom ¢ 

You say: 

Several meetings concerned with translation of foreign literature which re- 
sulted in: 
I talked with Dr. Waterman about this on 2 or 3 occasions. I sug- 
gested to him that the Foundation give some thought to establishing 
a centralized place where you will not only get Russian translation, 
but you will get all the foreign countries, Spanish, Italian, even 
Chinese and Japanese; and German and French, certainly, and Nor- 
wegian; and I still don’t think—I’m sort of like my distinguished 
friends here. The dean emeritus of engineering from Purdue the 
other day said: 


I don’t think the Russians have a monopoly on everything. 


We point everything toward Russia and miss the boat, I think, on 
about three-fourths of what is good. It appears as though you have 
a nucleus over here in the Library of Congress already—an expanding 
national nucleus. I don’t know of any institution in this country— 
there might be some as famous as the Library of Congress, but not 
too many more that are more famous or better known. 

You give them a little money now, I note; but if you are going to 
get into this field—and apparently it’s going to be necessary to go 
into it—that would be an awfully good place | to start one centralized 
place, covering everything and every ybody ‘ 
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SUMMARY OF FOREIGN SCIENCE INFORMATION PROGRAM 


Insert. page 83 in the record here. 
(The page referred to is as follows:) 


1 (a)-4A Foreign ScrENcE INFORMATION PROGRAM_____-____________ $1, 105, 000 


SUMMARY OF PROGRAM, FISCAL YEAR 1959 


Recent events have served to focus attention on the quality as well as the 
magnitude of Russian scientific achievements. At the same time, the scientific 
public has become more acutely aware of its lack of knowledge of Russian scien- 
tific literature and its inability to use Russian information in its original form. 
The NSF foreign science information program has developed effective economical 
means for translating and disseminating Russian information. Requested budget 
increases recognize the end of much of the experimental phase of the program and 
the need for rapid increases in the supply of Russian information to United 
States scientists. 

The programs listed below and described in the following pages are aimed at 
increasing the effectiveness of individual scientists and the national scientific 
effort by making the results of foreign scientific research readily available and 
accessible in the United States, and to emphasize dissemination of research 
results originally published in Russia, Eastern Europe, and China. 


1 (a)-4A (1). Translation of Russian scientific journals__.._______-_ $595, 000 
1 (a)-4A (2). Translation of Russian scientific books and mono- 
Sra. ce Sone enmen ee ase el cee 205, 000 
1 (a)-4A (3) Importation and deposit of foreign serial publications_ 55, 000 
1 (a)-—4A (4). Abstracting of foreign scientific literature__.__.____ 65, 000 
1 (a)-4A (5). Cooperative translation of individual foreign scientific 
OPUIIt i te el So Se i See aad 20, 000 
1 (a)-4A (6). Support of translation COnGEpl oi ccce, ofitceiei ae 90, 000 
1 (a)-—4A (7). Information on United States library resources on 
fovreigm . CemeGsiids $s Rb 66S ss cece inns ital 25, 000 
1 (a)-4A (8). Increased acquisition of Russian and far eastern scien- 
time literetere. os See ee oe I ES 50, 000 
Wott euuleseee,. oO OS Se ee ee Ue eee 1, 105, 000 


You have a summary of the program of your foreign science infor- 
mation program at a cost of $1,105,000. 

Translation of Russian scientific journals, $595,000. 

Translation of Russian scientific books and monographs, $205,000. 

Importation and deposit of foreign serial publications, $55,000. 

Abstracting of foreign scientific literature, $65,000. 

Conperative translation of individual foreign scientific articles, 
$20,000. 

I thought I saw Russia in here four times. Yes; here we are. 

Information on United States library resources on foreign science, 
$25,000. . 


Increased acquisition of Russian and Far Eastern scientific litera- 
ture, another $50,000. 


The programs listed below and. described in the following pages are aimed at 
increasing the effectiveness of individual scientists and the national scientific 
effort by making the results of foreign scientific research readily available and 
accessible in the United States, and to emphasize dissemination of research 
results originally published in Russia, Eastern Europe, and China. 


I wrote here in longhand, “Why not include Western Europe?” 
A lot of smart people are over there, too. 

Dr. WatTerRMAN. We get that fairly regularly. These are the coun- 
tries where we are now deficient. 
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TRANSLATION OF RUSSIAN SCIENTIFIC JOURNALS 


Mr. Tuomas. Why not put them all in one spot? Has anybody 
given any thought to that? I notice on page 84, this paragraph under 
“Translation of Russian Scientific Journals.” 

Put page 84 in the record. 

(The page referred to is as follows:) 


1(a)-4A(1). TRANSLATION oF RussIAN SCIENTIFIC JOURNALS, $595,000 


SUMMARY OF ACTIVITIES THROUGH FISCAL YEAR 1958 


The complete translation of specially selected Russian scientific journals has 
been the major effort in the field of translation so far. In 1953 the Foundation 
experimented in a translation program by providing support to Columbia Uni- 
versity to translate 230 special Russian physics reports. Following a survey 
of the needs of American physicists for information on the results of Soviet 
research a grant was made in 1955 to the American Institute of Physics to ar- 
range for the verbatim translation of the Russian Journal of Experimental and 
Theoretical Physics. Following the general interest and acceptance of this 
translated journal under the title “Soviet Physics—JETP,” subsequent grants 
were made in 1956 to expand the program to provide for translation of 3 addi- 
tional Russian journals in physics. Since this time the program has been 
expanded to include verbatim translations of Russian journals in biology, geo- 
physics, electronics, and metallurgy. 

This pattern of cooperative projects with professional scientific societies and 
universities and with assistance from 2 other Government agencies has been 
expanded until in 1958 it is expected that 15 Soviet scientific journals will 
receive cover-to-cover translation and be sold at prices within the reach of the 
United States scientific community of colleges, universities, libraries, and indi- 
vidual scientists. 

FISCAL YEAR 1959 PROGRAM 


This 1959 budget envisages an increased coverage so that the fields presently 
covered will be enlarged to provide for translation of additional Russian scien- 
tific journals on a cover-to-cover basis, making a total of about 30 such journals 
translated with Foundation support from fiscal year 1959 funds. This total 
compares with an estimated number of 50 to 80 major Russian scientific jour- 
nals considered to be sufficiently important to merit cover-to-cover translation. 
Coverage in fiscal year 1959 will then be expanded to include important Soviet 
journals in mathematics, astronomy, crystallography, geochemistry, applied 
mathematics, and mechanics, so that these publications will be priced within the 
range of United States university and college budgets. 

The cost of such a program is not inexpensive. The prices of many of the 
journals which are now translated are prohibitively high. The cost of com- 
mercially translated journals to the subscriber ranges between 5 and 15 cents 
per page. In order to encourage wider distribution, the subscription rates on 
Foundation-supported journal translations are set so that the cost per printed 
page is between 2 and 4 cents. Since many individual scientists and educational 
and research institutions can seldom afford prices even in this range, the 
Foundation plans to increase its support for the translation of major Russian 
scientific journals to a point where the cost per printed page to private, research, 
and educational subscribers would be about 1 cent per page and to industrial 
concerns about 2 or 3 cents per page. 

Initial cost of establishing a new journal translation is always higher than 
subsequent annual expenses, which diminish as subscriptions offset translation 
and publication costs. It is anticipated that ultimately Foundation support for 
translations can be reduced as subscription income mounts. It is estimated that 
about 1,200 subscriptions are necessary for a journal translation to become self- 
supporting. It is highly probable that most of the major Russian science can 
become largely self-sustaining after a period of 3 to 5 years. 

This pattern of cooperative projects with professional scientific societies and 
universities and with assistance from 2 other Government agencies has been 
expanded until in 1958 it is expected that 15 Soviet scientific journals will re- 
ceive cover-to-cover translation and be sold at prices within the reach of the 
United States scientific community. 
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I have, “Who are the other two Government agencies?” Atomic 
Energy and NACA? 

VATERMAN. No; the Department of Commerce. Mr. Adkin- 
son is head of our Office of Scientific Information, if you care to 
have him talk about this. 

Mr. THomas. Wait a minute. Department of Commerce. What 
unit ? 

Dr. Waterman. The Office of Technical Services. 

Mr. Tuomas. What are they doing for you in this field? 

Dr. Warerman. Dr. Adkinson can describe this to you. By the 
way, he comes to us from the Library of Congress. He has been in 
the office now 2 months and has the program well in hand. 

Mr. Tuomas. It’s nice to have you aboard, Doctor. Tell us about it. 

Dr. Apkrnson. Thank you. You asked a question and went on and 
wondered why the concentration on Russian in the translation field. 

I think I can explain that by saying that the French and German 
material, Western Europe material, is more readily available to 
United States scientists. There is not a need to get at that. Russian 
information is a closed door to most of our people when it’s in that 
language. Therefore, the concentration at the present time. We are 
well aware of the fact that China is increasing its scientific research 
and development program in science and technology; the Japanese 
are coming along and attention is being given that. As you will 
notice, at the bottom of page 83: “Increased Acquisition of Russian 
and Far Eastern Scientific Literature.” 

We have cooperative arrangements there with the Library of Con- 
gress to step up their program in this field, to get the material from 
the Far East, and also to get hard-to-get items in Russia itself, which 
takes additional work, especially i in science. 

1(a) )-4A (4) on page 83, “Abstracting of foreign scientific litera- 
ture,” is a program for covering by abstracting 

Mr. Tuomas. Doctor, how do you arrive e at the figure of $1,105,000 
for Russian information? Rather, most of it is Russian information, 
translation of Russian information journals at about $600,000; trans- 
lation of Russian scientific books and monographs, about $800,000 
of your $1.1 million. 

Dr. Apxtnson. Well, this is a complicated program in this way: 
We have, at the present time, a number of very good abstracting and 
indexing services in this country. For instance, in chemistry, they 
are covering not only United States literature and abstracting, but 
they are doing a very good job on Russian literature, Chinese, Ger- 
man, and French—the whole field in that area. 

Mr. Tuomas, Where are they located ? 

Dr. Apxrnson. In Columbus, Ohio. 

Mr. Tuomas. What is the name of that service ? 

Dr. Apxinson. Chemical Abstracts is the name of the organization. 
They last year put out 110,000 abstracts in the field of chemistry 
alone. 

Mr. Tuomas. How much do you pay them for it? 

Dr. Apkrnson. We didn’t say anything. They are carrying this on 
their own with practically no Government subsidy. 

Mr. Tuomas. Well, are you going to spend this $800,000 you are 
asking for with them ? 
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Dr. Apxrnson. No, sir, what we are doing with a major portion of 
our money, as you will notice, almost $600,000 is to do cover-to-cover 
translation of journals which have been identified by the scientists 
themselves, who have language competence in Russian, as the key 
journals, the most important journals, to keep up with the Russians 
in various fields; and we are expending that as rapidly as possible. 

Mr. Tuomas. Who is to do that work for you? 

Dr, Apkrnson. We work with the professional groups or uni- 
versitites who are competent, who can monitor and get their own 

rofessional members to do the abstracting. We want to remem- 
me that if we go out to hire a large group of abstractors and trans- 
lators who have Russian and English, we'll find them scattered all 
over this country, in good jobs—— 

Mr. Tuomas. The question I am raising is, Why not centralize all 
this activity in the Library of Congress? 

Dr. Apkrnson. If you try to bring all those to Washington, they 
won't come. They have good jobs, good homes; abstracting and 
translation is a tedious job and they’re perfectly willing to do it on a 
part-time basis. Scientific societies and commercial outfits in this 
business have gotten hold of these. Thousands of them, all over the 
country—I had a letter from a professor in Texas working in elec- 
tronics. He wrote, “I’ve seen the newspaper reports about the need 
for translators. I have a very good job down here. I’m happy. Don’t 
send anyone down here to hire me full time. But I’ve got extra hours; 
I'll be glad to get in touch with 

Mr. Tuomas. What language? 

Dr. Ankrnson. Russian. He said, “I'll be delighted to work a few 
hours a week. I don’t want to leave my job and home.” 

And this is true, so if you attempt to concentrate it in one area, 
you have that problem. You have another problem. You have chem- 
ical and biological abstracts—in all, around 200 abstracting and in- 
dexing services. 

Mr. Tuomas. Give us a breakdown on your $1,105,000. Where are 
you going to spend it? How? Take your first figure of $595,000 
for translation of Russian scientific journals. 

Dr. Apxrnson. That will be used to support the translation from 
cover to cover of approximately 30 journals in the science and tech- 
nology fields. 

Mr. Tuomas. By whom and where? What amount? 

Dr. Apxinson. I do not have the detailed figures at each place as to 
where and how much for that. I can give you some of them. Radio 
engineering and electronics—three journals—$70,000; metallurgy 








COST PER PAGE OF TRANSLATION WORK 


Mr. Tuomas. How do you arrive at $70,000? 

Dr. Apxinson. By the number of pages. Cost per page. 

Mr. Tuomas. What do you pay a page? 

Dr. Apkinson. We pay a page for translation all the way from $5 
to $35, depending on the difficulty of translation. . 

Mr. Tuomas. $5 to $35 a page? 

Dr. Apxinson. That’s correct. 

Mr. Tuomas. I don’t know anything about it, but I'll start study- 
ing. Did I understand you to say $35 a page? 
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Dr. Ankinson. Some of them run that high. This inemdes the 
printing—doing the translating and the printing, making copies 
available for us so they can be sent out. The actual translation itself 
will vary, depending upon the language and the difficulty, from a few 
dollars up to $20 or $30 a page, though—just plain translating. 

Mr. Tromas. Now, who arrives at those figures; those fees? 

Dr. Apkinson. This is arrived at on a basis of people who are in 
the printing and translating industry. 

Mr. Tomas. You intimate you might be accused of subsidizing a 
lot of private outfits, and I’m fixing to say I believe you have a point 
there. 

Dr. Apkinson. No; one thing we have'in our contracts is no allow- 
ance for profit. As the subscription prices bring money in, then our 
sudsidy goes down, so that we get more money to put into other jour- 
nals. It’s estimated here that we'll do 15 journals in 1958. We’re 
already doing 16, and think we can do 18 or 19. 

Mr. Txomas. What journals are you doing, and who is to decide 
what journals you do? 

Dr. Apkinson. We do it in cooperation with scientific societies who 
submit to us proposals on journals they say are important in their 
field, and the amount of money we have—— 

Mr. Tuomas. Who will pass on that? 

Dr. Apxrinson. It’s passed on in our office, along with the advice 
of other professional people. 

Mr. Tomas. Who in your office is an expert in Russian ? 

Dr. Apkinson. I have one person by the name of Liepina, but we 
don’t depend on our office for language competence. We depend on 
professional groups telling us why they need these and what is impor- 
tant about it. They have asked people in chemistry to read the chem- 
ical journals and say, “These are the most important chemical journals 
in Russia and are to be translated first.” 

Mr. Tuomas. This is a new program; isn’t it? 

Dr. Apkinson. This program in the National Science Foundation 
has been going on for several years. In 1957, we were doing eight 
journals. Weare doing 16 journals now. 

Mr. Tuomas. How much did it cost you in 1957? 

Dr. Apkrnson. I’ve forgotten the exact figures. 

Mr. THomas. Dr. Waterman, where did that money come from ? 

Dr. WarerMAN. We've had a program regularly in scientific infor- 
mation exchange, sir. That’s part of our budget. 

Dr. Apxrnson. For all foreign science—actually, the program 
st ion started, and experimentation leading up to 
this program, which has been developed gradually to the place where 
we can expand rapidly now. 

Mr. Toomas. How much did you give the Harvard Russian Research 
Center last year / 

Dr. Apkinson. So far as I know, we gave them nothing; not for 
translations. They may have received money for translating journals 
from one of these professional societies, but the Foundation didn’t 
have a contract with them. 

Mr. Tuomas. Dr. Waterman, you gave them some money last year 
and the year before, too, didn’t you? 

Dr. Waterman. Dr. Adkinson should know. 
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Mr. Tuomas. I mean for any purpose? 

Dr. Apxtnson. That, I don’t know. 

Dr. Waterman. I don’t recall, but we can look that up, sir. 

Mr. Tuomas. Well, now, what has been the net result of the transla- 
tion of those journals for 1957? That’s been a year or year and a 
half ago, now. What has been the result? How many takers have 
ao had,sotospeak? Has it been a popular translation, great demand 

or it? 


Dr. Apxrnson. Some of the sales are up to a thousand, now, for the 
journals. 


Dr. Waterman. The demand is felt strongly, of course, by the 
scientists. 

Mr. Tuomas. Isis printed in the Government Printing Office ? 

Dr. Apxinson. No. Our contract is with, say, the American Phys- 
ics Institute, who arrange for translating, printing, and sales. 


FIELDS OF TRANSLATION 


Mr. THomas. What fields are involved? I guess each one of these 
journals touches a good many fields, don’t they ? 

Dr. Apxrnson. I can read a list of those: Four in physics, three in 
biology ; one in geophysics; three in radio engineering and electronics; 
one in metallurgy ; one in applied mathematics; one in astronomy ; one 
in crystallography; one in geochemistry; and ‘another i in geophysics. 
We have renewed our physics and biology that we had in 1957, this 
year, and then we have a number of others we are planning in other 
fields, or additional ones in the same fields I have named. 

We intend to get coverage of all the important fields with cover-to- 
cover translation of the journals, so the American scientist can read 
them in English and follow what is going on in that field. In addi- 
tion, we are working with the abstracting and indexing societies to 
increase the coverage. 

A third thing we are doing, which was mentioned and you pointed 
it out in your early statement there, about meetings, that we had to 
achieve certain things. We said development of a plan for central 
Federal clearing house on translations. At the present time, the Fed- 
eral Government is translating for its own purposes nearly 50,000 
abstracts a year; that is, they are doing the abstracts from Russian. 
These have not been flowing out. Arrangements now are made to 
have these flow out to the public through the Office of Technical Serv- 
ices, which is directed and authorized to make this kind of informa- 
tion available to the Federal agencies, to industry, and to the public. 
This has been a joint agency program. 

Mr. Tuomas. Pardon me for interrupting, Doctor, but what is a 
journal anyway ? 

Apxrtnson. What is a journal? A journal is a periodical. 
Newsweek would be a journal. 

Mr. Tuomas. Well, a journal is liable to cover everything from 

soup to nuts, isn’t it? 

Dr. Apxtnson. In the professional fields they tend to concentrate. 
There will be a journal on some aspect of chemistry or physics and 
mathematics. 

Mr. Tuomas. They don’t mix chemistry, physics, and electronics 
together ? 
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Dr. Apkinson. Some do, but the Russians tend to concentrate even 
more than we do. 

Mr. Tuomas. Who is going to pass on which one of these journals? 
Last year you said cost of translation was down to $30 a page; now 
you are talking about $35 a page. I don’t quite get the—who is going 
to pass on which journal to translate ? 

Dr, Apxrnson. We go to the physicists and have them deter- 
mine—— 

_ Mr. Tuomas. You said the societies a while ago and somebody over 
in your office. 

Dr. Apxrnson. The societies recommend the journals they feel are 
essential. 


a Tuomas. What do the societies know about it until it is trans- 
ated ¢ 

Dr. Apxrnson. They have physicists who read Russian. They get 
those together as a committee, who make a selection of what they think 
are the important ones. They give us an estimate of the cost and what 
it will do. This is a joint program, you see, between the people who 
know and the Office of Scientific Information, which couldn’t hope to 
know all disciplines and all languages, and so forth. 

Mr. Tuomas. Now, there’s something in here about the Russians 
having a great center over there, doing likewise. What do the French, 
British, Germans, and so forth. 

Dr. Apxrnson. The French have a centralized activity. The Eng- 
lish do not have as yet. The Germans do not have as yet. They have 
tended to work more like we have, where we have the professional 
groups doing the work and have done the work and the Federal 
Government has not participated until recently in abstracting and 
translating. 

Mr. Tuomas. Well, now, in setting up one of these big translation 
centers, is that an admission the Russians just know a whole lot more 
than we do and we’re trying to catch up with them, trying to find out 
how much more they know than we? We are going to school with 
the Russians; is that the purpose? 

Dr. Apxrnson. I can’t tell you that because I didn’t propose or sug- 
gest it. The Russians have gotten ahead. They have a big center— 
therefore, we should get a big center to get ahead of them. I think the 
plan we have now, where we work with the professional groups and 
industry and government as a coordinated program, we'll get ahead 
faster than trying to set up a great centralized service. 

Mr. Tuomas. The way we are going to get ahead, then, is by going 
to school with them, learning what they know ? 

Dr. Apkinson. No; not only the Russians, but we have to see to it 
that the information from the French, Germans, Americans, and 
English, and so forth are all put out in standardized form. 

Mr. Tuomas. A lot of folks over in the Library of Congress trans- 
late that—college professors. They do Italian, French, German 
better than I do my own east Texas dialect. 

Dr. WaTerMAN. One reason I believe this has had so much attention, 
Mr. Chairman, is that the very large Russian center which has been 
set up has been in the news and they are presumably 

Mr. Tuomas. How important is this, Dr. Waterman ? 

Dr. Waterman. The center? 

Mr. Tuomas. Yes. 
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Dr. Waterman. The subject is very important, but we don’t agree to 
handle everything from one single large center is the right way to do 
it. Not in our system. We want to take full advantage of what the 
scientific societies can contribute and what existing agencies can con- 
tribute. What we are trying to do is make sure this work is properly 
centralized, and we are taking the lead to see to it that we know what 
the sources are and how best they can be coordinated. I’m sure the 
Library of Congress can contribute a major part of it, but we want to 
survey the whole thing carefully. 

Mr. Tromas. Do you think it is more economical to follow this decen- 
tralized program and use just whatever available manpower wherever 
you find it, rather than setting up your own center ? 

Dr. Waterman. We need to—that may be necessary, but 

Mr. Tuomas. You mean this is more economical to do it this way? 

Dr. Waterman. That’s right, sir. 

Dr. Apxkrnson. Not only more economical but we'll get better quality. 

Mr. Tuomas. The example you pointed out of men qualified who are 
willing to put in 2 or 3 hours a day or 8 or 10 hours a week, provided 
you don’t disturb them in their other activities? 

Dr. Apkinson. That’s right. 

Mr. Tuomas. Well, how important is it for us to go to school with 
the Russians? We have plenty of translators of French, German, 
Italian. 

Mr. Keiiy. They’ve gone to school with us a long time and know 
more about what we do than we know of what they are doing. 

Dr. Waterman. Our scientists who have visited Russia say they are 
very well acquained with what we do. Our stumbling block is our scien- 
tists don’t know Russian, and we have to see to it they have abstracts 
and full-length research papers which we can identify and make 

vailable. 

Dr. Apxrnson. I wouldn’t put it “going to school,” but the Russians 
have rather effective abstract journals in certain fields. We are arrang- 
ing for these abstracts to be translated and incorporated into our jour- 
nals in English so our biologists will get them in their normal 
information media and don’t have to go to new media to translate them. 





IMPORTATION AND DEPOSIT OF FOREIGN SERIAL PUBLICATIONS 


Mr. Tuomas. What’s this “Importation and deposit of foreign serial 
publications”? That’s a $55,000 program. 

Many useful research publications are not secured by university libraries and 
other similar organizations because of limited funds. Therefore, the Founda- 
tion—in cooperaticn with several other Government agencies—has initiated a 
program to assist libraries to acquire and maintain such journal collections. 

What libraries and where? 

Dr. Apxinson. We have discovered there are many of the journals 
considered important in these fields which could not be found any- 
where in this country and we have arranged with a Midwest library, 
the Midwest Interlibrary Center, as it is called, which supports 18 
universities—arranged with them to see to it they get everything in 
chemistry and biology that is considered of any significance. 

We are trying this as a trial to see whether this would be effective. 
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Mr. Tuomas (reading) : 


As fast as the budget of the Midwest Interlibrary Center will permit, they 
plan to assume the cost of the operation. 

Now, when will it permit it? Is this the same group that is going 
to help us out with the telescope ? 

Dr. Apxrnson. No, this is a different group, sir. This includes 
many universities, some of which are in this seven-university group, 
but this is a different arrangement. This is 18 universities—John 
Crerar Library in Chicago; Michigan, and so forth. It is our under- 
standing they hope to pick up the total tab on this. 

Mr. Tuomas. What are they going to do with the information when 
they get it? 

Dr. Anxinson. The information is being made available through 
regular sources; they'll loan these journals, make photocopies of 
articles for anyone writing in; they will service them for people who 
visit there. 

In other words, they make it generally available all over the 
country. 


ABSTRACTING OF FOREIGN SCIENTIFIC LITERATURE 

Mr. TrHomas. What about the $65,000 item—abstracting of foreign 
scientific literature ? 

Abstract journals in the United States have attempted to include foreign sci- 


entifie literature. However, the increased output of. Russian scientific re- 
search 





Dr. Apkinson. This is to allow some of the abstract journals to 
make abstracts of the Russian abstracts in fields where we feel it is 
important, biology being one. 

Mr. Tuomas. How do you arrive at the figure of $65,000? 

Dr. Apxrnson. By the number of abstracts that need to be trans- 
lated and made available to these people. So far, we have not been 
paying the publishing costs—just printing. 

Mr. Tuomas. How many abstracts ? 

Dr. Apkrnson. I don’t remember how many thousands it is. It’s 
several thousand abstracts. 

Mr. THomas. How much a page? 

Dr. Apxrnson. The pages run the same as in regular translation 
of a journal. There would be no difference in cost. 

Mr. Tuomas. How many people are going to be active in this pro- 
gram when you get it started ? 

Dr. Ankrnson. Many are interested in this program. 

Dr. Warerman. Oh, the whole country. There is a great demand. 
A great need. 

Mr. Tomas. What do you mean by “a great need?” That re- 
minds me—off the record. 

(Discussion off the record.) 

When you say there is a great demand, what do you mean? 

Dr. WarerMAN. It’s hard to estimate in numbers, but a given scien- 
tist working in a particular field, shall we say in low-temperature 
physics, makes it his business to know who, in the whole world, is 
working in that field. He finds out about Russia and everywhere else. 
He wants to know what these men are doing and in the normal course 
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of events his only recourse is what we call scientific literature or 
journals. He gets a rough idea through abstracts or summaries of the 
work, but what he really wants is the original paper; and if he cannot 
read the language, then he very badly needs its translation. All these 

ople in their own fields want particular scientific articles which the 

ussians have produced so they can get the benefit of what is going on 
in the field; and the Russians are very good in most fields, too. They 
are very prolific at the present time and publishing a great deal. 

Mr. Evins. Apropos of going to school to catch up with the 
Russians, throughout all these statements about catching up with the 
Russians, we’re going to develop a national inferiority complex if we 
don’t get away from using that sort of language. Maybe it is nec- 
essary to do it, but when are we going to become superior to the 
Russians? When are we going to get ahead instead of just catching 
up? 
Dr. Waterman. We are right now, I think. As you see, we are 
not trying to—it’s the future we are thinking about. Our research 
people are handicapped unless they know what the Russian people 
are doing. 

Mr. Evins. Everything is pointed to catching up with the Rus- 
sians. 

Dr. WaTerRMAN. This is to find out just what the Russians are 
doing. In that case we will be able to make maximum progress, re- 
gardless of what the Russians do. If we can’t get access to what 
the Russians are doing, we can’t do a good job in our own right. 

Mr. Tuomas. Doctor, I don’t follow your logic, but go ahead. 

Dr. Waterman. [ll try to make it clearer. A given research man, 
in order to do his best, must know what others in the world are doing. 

Mr. Tuomas. Doctor, did Mr. Edison have a knowledge of what 
other people in the field were doing when he revolutionized 

Dr. WarerMAN. That was more in the field of invention. Of course, 
he did need to know—to have the background in order to to have his 
ideas—but in basic research the man has to follow what is going on 
in the entire world, or he is handicapped. That is just to do his 
best. 

Mr. Tuomas. Oh, I guess what you are saying is it is beneficial 
to get a point here and a point there. 





BASIS OF ESTIMATE 


How did you arrive at a total figure of $1,105,000? You have 10 
items here, all in round numbers. 

Dr. Apxrnson. These are estimates of what each of the various 
subitems would cost, as our estimates on translation of journals are 
based on the renegotiation of the contract at lower cost. 

Mr. Tuomas. You had $170,000 for this whole field this last year. 
How much good do you think you did? Have you spent all the 
money? How much have you unobligated ? 

Dr. Apkrnson. We have a small amount unobligated, but we have 
some journals we are going to start. 

Dr. Waterman. Which have had, as Dr. Adkinson said, articles 
in Russian, translated, and made available which are already extreme- 
ly useful. One whole physics journal, the most important in Russia, 
is now being translated and made available to our physicists. 
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Mr. SHeprarp. I can’t give you a figure on this specific part of the 
program, Mr. Thomas. 

r. THomas. What part of your total 1958 funds will be unob- 
ligated at the end of fiscal year 1958 ? 

Mr. SuHerrarp. For the appropriation as a whole—this is just a 
guess, sir—I would say about $300,000 to $400,000. Now, a great 
deal of that unobligated amount will not be truly a balance unobli- 
gated because we couldn’t use it; but rather adjustments that had 
to be made under section 1311 of Public Law 663. 


ATTENDANCE AT INTERNATIONAL SCIENTIFIC MEETINGS 


Mr. Tuomas. Let’s take a look at attendance at international meet- 
ings here. There’s an increase of $375,000 over what you had last 
year, bringing the total for 1959 to $500,000. I have a note: “How 
many other programs for international meetings?” 

I recall one for $40,000 for international meetings on publication of 
documents. That’s two international meetings. Now do you have 
— more ¢ 

Yr. WaTeRMAN. These are listed, I think, on page 111. Meetings 
attended by about 249 

Mr. Tuomas. No; I am talking about programs, not that. I can 
recall two programs, one for $40,000 and the other for $500,000. 

Dr. Waterman. International meetings? 

Mr. Tuomas. Yes. 

Dr. Apkrnson. The $40,000, sir, is to call together in this country 
all the experts we can on storage and retrieval of information. It is 
going to be held this fall, and we are trying to get the best experts 
throughout the world to get information for a week and explore this 
problem. This is for the support of that international conference. 
It is being supported by industry, other governmental agencies 

Mr. Tuomas. Now that is two programs. Do you have any more? 

Dr. Apxkrnson. This is only one that I am aware of. 

Mr. THomas. Well, I scratched my head and came up with only two 
of them. I thought you might have a third one around. 

Dr. Waterman. The travel to international meetings is travel of 
individual scientists to attend the meetings instead of calling a con- 
ference for a particular purpose. 

Mr. Tuomas (reading) : 








Direct personal communication among outstanding scientists in different 
countries stimulates scientific activity by promoting the exchange of scientific 
ideas and information in a way which cannot be done by any other means of 
communication. 

Gentlemen, our folks that go to Russia don’t speak Russian. How 
are we going to talk to them? 

Dr. WAterMAN. The Russians speak English. 

Mr. THomas. You beat me to it. The Russians speak English, and 
we don’t speak Russian. 


METHOD OF SELECTION 


Mr. Trromas (reading) : 


In order to encourage such personal contact, the Foundation provides grants 
for partial payment of travel expenses to enable scientists to participate in 
important international scientific meetings. 
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Well, they certainly don’t have too much to spend. Just put the 
bottom of page 110 in the record. 
(The page referred to is as follows :) 


METHOD OF SELECTION AND EXTENT OF SUPPORT 


In order to insure maximum benefit to science and to the Nation, the individual 
scientists who receive grants to attend international meetings are carefully 
selected with the assistance of panels of consultants, scientific societies, or the 
appropriate committees of the National Academy of Sciences-National Research 
Council. 

In fiscal year 1957 the Foundation obligated $122,069 to provide partial support 
to about 200 scientists for attendance at 48 international scientific meetings in 
various European countries, Japan, and Brazil, or only a fraction of the nearly 
400 international scientific meetings held in fiscal year 1957. The Foundation’s 
contribution to each scientist averaged slightly under $600, which obviously 
covered only a portion of the total travel exnenses of the scientists sunnorted. 
We plan to obligate $125,000 to provide partial travel support to approximately 
210 scientists in fiscal year 1958. The requested amount of $500,000 for fiscal 
year 1959 will permit this number to be increased to approximately 835 scientists 
whose attendance at international scientific meetings could be supported. 


Mr. Tuomas. $600 to $800 apiece. That’s what you give them. 


In fiscal vear 1957 the Foundation obligated $122,069 to provide partial support 
to about 200 scientists for attendance at 48 international scientific meetings. * * * 
The Foundation’s contribution to each scientist averaged slightly under S600. 

And so forth. 

(Discussion off the record.) 

Mr. Tuomas. I notice this language at the top of page 111: 

We plan to obligate $125,000 to provide partial travel support to approxi- 
mately 210 scientists in fiscal year 1958. The requested amount of $500,000 for 
fiscal vear 1959 will permit this number to be increased to approximately 835 
scientists whose attendance at international scientific meetings could be 
supported. 

It savs, “a total of 49 international meetings.” and you set them out 
here. Moscow has one. Stockholm, Italy, Tokyo, London, Helsinki, 
Paris, St. Andrews in Scotland. 


UNOBLIGATED BALANCE 


What is going to be the unexpended balance of your $125,000 for 
last year ? 

Mr. Suepparp. $1,703. 

Mr. Tuomas. How do you arrive at your figure of a half million 
this year? 

Mr. Suerrarp. I think simply based on—you mean on the unobli- 
gated balance? 

Mr. Tomas. No, for your anvropriations for 1959? 

Mr. Suerrarp. ’msorry, Mr. Thomas. I misunderstood your ques- 
tion. The unoblivated balance for fiscal 1957 or the carryover is 
one and a half million. 

Mr. Trromas. You mean that is the entire program ? 

Dr. Waterman. No, sir; this is the entire appropriation. 

Mr. Sueprarp. I answered you for this one program. I’m sorry. 
Now this $1.5 million—— 

Mr. THomas. Now what is going to be unoblieated balance for this 
travel program for 1957, and what is it for this year? 
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Mr. Suepparp. $1,703, and I wouldn’t think it would be more this 
year. 


Mr. Tuomas. How do you arrive at your estimate of a half million 
for 1959 ¢ 

Mr. Suepparp. Of the $1.5 million carried over from 1957 and 1958, 
$847,000 of that was adjustments under section 1311 that I referred to 
earlier. A prime example of how that affects us, we had made about 
$650,000 available to the Army engineers for the acquisition of lands 
for the astronomical 

Mr. Tuomas. Excuse me, Mr. Sheppard. You need not go into detail 
of your unobligated balance, but how do you arrive at your figure of 
needing $500,000 for the foreign-travel program for 1959? 

Mr. Suepparp. I think just simply on the basis of the cost per per- 
son and the need to expand it to a larger group of scientists. 

Mr. Tuomas. Will you have that number of takers, number of 
scientists ? 

Dr. Apkrnson. Yes, sir. 

Mr. Tuomas. How many did you have last year ? 

Dr. Warrrman. The requests were 4 or 5 times the number we could 
assist. 

Mr. Tuomas. How in the world could you pick out that number 
from all this distinguished crowd of men ? 

Dr. WatrerMAN. This is done by scientific societies and groups of 
that kind. 

Mr. Thomas. You mean you have a “fence” there to protect you, 
a sort of “whipping boy” to put out in front ? 

Dr. Levin. We have been involved in some of these programs and 
bie usually happens is that we are unable to support more than, say, 

15 percent, approximately, of the people who should be going; and 
thus, you see, you could multiply the sum by 7 at least. The amounts 
of money we give these people, as I have indicated before, are very 
minimal. They have to pay a good share of their own expenses. This 
is considered a most. worthwhile project because this is the way people 
learn, really, through criticism of their work and how to improve 
their work through contact with their own colleagues. 

Mr. Tuomas. You mean foreigners criticize them ? 

Dr. Levin. Yes, sir: to learn what the foreigner is doing. As Ket- 
tering says, if you were locked up in your laboratory without access 
to outside information you wouldn’t accomplish much. 

You mentioned Edison. Obviously if the Russians had invented the 
electric light before him, he wouldn’t have to go to the trouble of de- 
veloping his invention. All he’d have to do is take their invention and 
use it. 

Mr. Jonas. We all recognize the importance of international con- 
ferences. The American Bar Association just met in London, for 
example, but how did our scientists who attended international con- 
ferences in years gone by get there before we got into the program 
of paying part of “their expenses? We had partic ipation in confer- 
ences representing scientists of other countries, didn’t we, before we 
started this program ? 

Dr. Waterman. Yes; individual universities used to send their 
scientists where they had money to do it; but their money for the 
purpose has been dwindling badly; and occasionally people would 
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take in these conferences when on a sabbatical year from a university. 
The sabbatical year has pretty much gone and is not nearly as uni- 
versal as it used to be, so they just don’t have the opportunity. You 
notice the funds we give them are only partial support. 

They get the rest from their university or some scientific society, so 
we are only participating in the expense here. 

Mr. Vursett. To what percent do we participate? What, on the 
average, does it cost? When one of our scientists goes abroad he gets 
$600, and the cost to go to Europe and back and travel at all would 
be probably twice that, wouldn’t it—just to spend a few weeks? So 
I would say roughly that. 

Mr. Jonas. Do you get more applications than you can support? 

Dr. Waterman. Yes; as Dr. Levin said, in his field which is biology, 
only 15 percent. Only 15 percent of those that really should go. "it 
is a very small number relatively. 


Program DEVELOPMENT, OPERATION, AND EVALUATION 


Mr. Tuomas. Look at your administrative expense. You don’t call 
it that. You call it operations and evaluation for your first big out- 
standing program “Support of science.” You won't fall out with me 
if I call it administrative cost. 

Put page 112 in the record. 

(The document referred to is as follows :) 
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Mr. Tuomas. I have some handwriting here. Maybe I ought not 
to try to read my writing. It doesn’t make sense the next day. 


Salaries and expenses for all. prior pages of program necessary, I suppose, to 


do some evaluating. 


This is really salaries and expenses for the “Support of basic science” 
program broken down into biological and medical sciences, mathe- 
matical, physical, and engineering, social sciences research, Office of 
Special Studies, Interdepartmental Committee on Scientific Research 
and Development. 

Are you still carrying that load? Isn’t the White House carrying 
that for you now # 

Dr. Waterman. No, we have always carried the Interdepartmental 
Committee in the sense the salary of the man who is executive secretary 
of the committee has been borne by the Foundation. 

Mr. Tuomas. Office of Scientific Information—in other words, these 
programs speak for themselves here. 

Fiscal 1957, to support these programs from the point of view of 
salaries and expense, you had 125 employees in 1957; 136 in 1958. 
You go up to 175 in 1959 at a dollar cost increase of $531,831 over last 
year, making a total for 1959 of $1,680,000. How much funds are you 
going to dispense with that? Let’s see if you can hold it down 5 per- 
cent ; 5 percent of $55 million is how much ? 

Dr. WaTerRMAN. $2.75 million. 

Mr. Tuomas. How much is your budget here? 

Dr. WarerMAN. $1.68 million. 

Mr. Tuomas. Well, gentlemen, you must have done some figuring 
here right quick. Couldn’t make that 3 percent could you? 

( Discussion off the record. ) 

Mr. Sueprarp. Mr. Chairman, our total for personal services as 
related to the agency obligations is 2.1 percent. We're proud of that. 

Mr. Tuomas. That is a fine record. You’ve done a beautiful job. 
You've held your administrative expense down and this is not a bad 
figure. You deserve some credit for that. 


SUMMARY OF OBLIGATIONS BY OBJECT 


Now we'll look at the other part of it, your other objects along with 
that same part of the program. We'll put page 113 in the record 
at this point. 

(The document referred to is as follows :) 
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What about your travel here? Ninety thousand dollars against 
$57,000 for last year, an increase of $33,000; printing and reproduc- 
tion, other contractual services, administrative contracts—— 


ADMINISTRATIVE CONTRACTS 


Mr. VurseLy. What are these administrative contracts? That’s 07. 

Mr. Suerparp. A typical example, Mr. Chairman, is the selection 
of the fellows by the National Academy of Science—I’m sorry ; that’s 
not in this program; it’s not a typical example; but it’s that type of 
thing. 

Mr. Tuomas. You mean it’s not in my book—just in yours? 

Dr. WaTerMAN. These are service contracts for jobs we have to 
get done. 

Mr. Tuomas. Well, who does this work for you? 

Mr. Sueprarp. In some instances, other Government agencies do 
it; in some instances the National Academy of Science, for example. 

Mr. Tuomas. Well, is the National Academy doing it or the Prince- 
ton board ? 

Mr. Sueprarp. Princeton does the actual testing. The Academy 
reviews the papers. 

Mr. Tuomas. National Science Board ? 

Mr. Suepparp. And placing the candidates in order for final selec- 
tion is done by the National Academy of Science. 

Mr. Tuomas. What about your printing bill? Your printing bill 
is awfully heavy. Where is your justification for that item? 

Mr. Suepprarp. Page 125. Most of the printing, I believe, in this 
area is in connection with reports such as this that we were talking 
about earlier in the surveys and reports section. 

There is no detailed justification here other than the table that 
appears. 

EXPENSES OF TRAVEL 


Mr. Tuomas. What about your travel here? Why does this travel 
jumpupsomuch? $90,365 from $57,492 ? 

Mr. Suepparp. I think the two major reasons are: One, we are be- 
ginning to get the effect of the increased appropriation of the last 
2-year period with a greater number of active grants; therefore re- 
quiring a greater amount of travel for the staff. 

Mr. Tuomas. Well, who does this traveling ? 

Mr. Suerrarp. The members of the two science divisions. That 
accounts for roughly one-half of the travel. Now, an even greater 
reason, I think, for the increase is 

Mr. Tuomas. No; now this is not for your manpower. This is just 
for your aid to science through the university contracts. 

Dr. Waterman. In the science divisions of the Foundation—their 
travel to contact grantees. 

Mr. Tuomas. How many people do you have in travel status? 
Everybody must be traveling. 

Dr. Waterman. We have to if we are to follow intelligently what 
is going on in the field. The National Science Board has made this 
one of their major points in their discussion with us, saying it is really 
mych more important to pay attention to travel here than many other 
things we do. 
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If we are to know and evaluate research going on in the field, the 
best way to do it is to have our experts in charge of these programs 
visit them and see firsthand. 

Mr. Tuomas. You don’t mean to say, Doctor, that your experts 
nue _ about the scientists out in the University of Iowa than 
he does 

Dr. Waterman. No, sir; but he needs to know what the people 
at the University of Iowa are doing and the best way he can do that 
is to go there and find out what they are accomplishing, what their 
plans are, and this way he can judge. 

Mr. Tuomas. He can do that by mail, can’t he? 

Dr. Waterman. Not very well. If you see the man’s equipment, 
what he is working with and talk to him about what he is doing, 
you get a good idea if they need the funds they ask for, and how it 
relates to other work. 

Mr. Sueprarp. Mr. Chairman, if I may, I’d like to point out a 
factor I think is very pertinent. If you turn to page 124 and the list- 
ing on page 122, you find a combination of those two items accounts 
for $110,000 of this travel. None of that is for staff members. It is 
all for the panels for selecting grants and for the divisional com- 
mittees. 

Mr. Tuomas. Well, you have to pay the board and the panels. Does 
the Board travel come out of this? 

Mr. Suepparp. No, sir. 

Mr. THomas. What does it come out of? That’s in your last cate- 
gory. Right? 

Mr. Suepparp. Yes, sir, but the workload 

Mr. Tuomas. The panel travel comes out of this, doesn’t it? 

Mr. Sueprarp. Yes. The workload here has increased, you see, 
because we have to review everything we receive in the way of re- 
search proposals. 





UNOBLIGATED FUNDS 


Mr. Tuomas. What is your unexpended balance of January 1 in 
your travel under this category ? 

Mr. Suerrarp. $21,595 unobligated at the end of December. 

Mr. Tuomas. What was your total appropriation ? 

Mr. Suerparp. We have $196,000. 

Mr. Tuomas. You have obligated about a third of it? 

Mr. Luton. Through December 31 we obligated $74,100. We esti- 
mate we will obligate the other $122,000 in the last 6 months of the 

ear. 
Mr. Tuomas. You mean your folks are fair-weather travelers. You 
want to wait until June gets around, when the sun comes out. You 
had better do some fast explaining. 

Dr. Levin. We have three panels. , 

Mr. Tuomas. No. We are going to charge that—we charged that 
back over in the last part. We have a separate figure for that. We 
charged that under executive. That is the front office. 

Dr. Waterman. The panels for these subjects are here. The Board 
is in the general group. 

Mr. Sreprarp. Only the Board is under the section, “Executive 
direction and management.” Ali the panels for research purposes 
are in the category here. 

21543—58—pt. 123 
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Mr. Tuomas. That is the opposite to what you told me a while ago. 
I asked you and you said no, it was under executive direction. Doctor, 
which is correct ¢ 

Mr. Suepparp. It is correct that only the Board is charged to execu- 
tive direction and not the panels. 

Mr. Tuomas. The panels are charged to manpower if they function 
in the manpower field. 

Dr. WaterMAN. There are 2 statutory committees, 1 for the biologi- 
cal and medical sciences and 1 for the mathematical, physical, and 
engineering sciences. These are charged under this head: 

Mr. Tuomas. We just want to know where to charge this. 

Mr. SHerparp. 257 individuals and 39 meetings of the panels alone. 

Mr. Tromas. But you have about $129,000 of your 1958 travel 
money to obligate and as of December 31, you have only obligated in 
the neighborhood of $70,000 or $75,000. 

Mr. Suepparp. I think that is for two reasons. One is the delay in 
the appropiration, so far as the availability 

Mr. Tuomas. We had a continuing resolution. They were available 
right on the dot. 

Mr. Suepparp. Our travel situation has been such that we have 
learned to be very very cautious in how we spend this. 

Mr. Tomas. If you keep that wp, you will return to the Treasury 
exactly $60,000. Shall we take it now and reappropirate it for this 
year ¢ 

Dr. Levin. Of 3 panel meetings per year, we have had 1. Another 
one comes up within a few weeks, and the third one at the end of the 
year. 

Mr. Tuomas. You are not going to have the 13—maybe 12—you 
won’t have only 10 or 12 of them present at these last meetings. 

Dr. WaterMaN. You are speaking of the National Science Board? 
We are speaking of the advisory panels. Dr. Levin’s point is the 
majority of the panel meetings come after the first of the year and still 
lie ahead. If there are 3 meetings during the year, 1 will be in the 
fall. 

Mr. Tuomas. How many meetings are you going to have and how 
many people? 

Mr. Suepparp. We estimate 59 meetings and a total of 257 people 
involved on the panels. 

Dr. Waterman. Roughly two-thirds of the panels meet after the 
first of the year and one-third in the fall. 

Mr. THomas. Well, y ou are going to have to have some money, now. 

Dr. WarermANn. That is why there is a greater amount needed still. 

Mr. Suepparp. Our greatest workload is in the second 6 months of 
the fiscal year. 

Mr. Txomas. Do you have an unexpended balance in your travel 
funds for 1957 ? 

Mr. Suepparp. Yes, sir; we did. 

Mr. Tuomas. How much? 

Mr. Suepparp. $21,000. 

Mr. Tomas. What was your total appropriation for travel ? 

Mr. Suepparp. $175,000. 


Mr. THomas. 15 percent carryover of your total appropriation for 
carryover into 1957. 
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Mr. Suerparp. Mr. Chairman, if I may say so, we like to think that 
is good for the record of the agency, because this money remains 
available for the continuing year. 


Mr. Tuomas. No. That goes into the Treasury, doesn’t it ? 

Dr. Waterman. No. 

Mr. Tomas. Your whole appropriation is no-year funds? 

Mr. Suepparp. Yes, sir. Dr. Rekhardt has done a great deal in 
controlling travel costs by making a study of his 

Mr. Tuomas. That covers everything as well as your grants, doesn’t 
it? It sure does. Well, perhaps your grant money ought to be that 
way. There is no need of us going through and working out this 
administrative cost, then, if it is a no-year proposition. Do you follow 
me? 


Mr. Sueprparp. It certainly results in encouragement not to throw 
the money away. 


Mr. Tuomas. Well, we don’t think there are any spendthrifts over 
in your organization anyway. We think you do a good job. You are 
good businessmen and you are fine scientists. 





Support oF Screnriric MANPOWER 


Let us take a look at the fellowship program, and we will put page 
127 in the record. This is where you have the schoolteachers, and. 
gentlemen, let me point out to you, if my bookkeeping is correct, you 
have three new programs 2(a)—3, 2(a)—4, and 2(a)-5, and I am not 
sure about a fourth one. My pencil may have been a little dull. 

(P. 127 is as follows :) 


2. Support or Screntiric MANPOWER 


Summary of obligations by activity and program 


Actual, Estimate, Estimate, Increase (+) 
fiscal year fiseal year fiseal year or decrease 
1957 1958 1959 —), 1959 


over 1958 


2(a). Grants and contracts: 


2(a)-1. Fellowship program. $3, 353, 605 $3, 265, 000 $21, 000, 000 +$17. 735, 000 
2(a)-2. Institutes program 9, 629, 686 9, 790, 000 35, 500, 000 +25, 710, 000 

2(a)-3. Special projects in science educa- 
tion program - . . 688, 185 655, 000 15, 400, 000 +14, 745, 000 

2(a)-4. Course content improvement pro 
gram... 629, 840 611, 341 6, 000, 000 +5, 388, 659 

2(a)-5. International science education 
program 0 0 1, 000, 000 +1, 000, 000 

2(a)-6. Clearinghouse for scientific man- 
power information __ 279, 465 248, 390 $30, 000 +581, 610 

2(a)-7. President’s Committee on Scien 
tists and Engineers... 117, 517 235, 146 0 — 235, 14¢ 
Subtotal, grants and contracts 14, 698, 298 14, 804, 877 79, 730, 000 +64, 925,. 123: 

2(b). Program development, operation, and | Posi- Posi- Posi- Posi 
evaluation: tions tions tions tions 

Personal services_ .. 56 352,017 | 64 442,000 | 137 864, 605 +73 +422, 605 
Travel 26, 597 32, 200 67, 000 | +34, 800° 
Other costs 222, 874 232, 463 1, 208, 395 | +-975, 932 

Subtotal, program development, 
operation, and evaluation. . _- 601, 488 706, 663 2, 140, 000 | +1, 433, 337 
OND. ibis ade aie eatie te 15, 299, 786 15, 511, 540 81, 870, 000 | +66, 358, 460 
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Dr. Waterman. New programs? 2 (a) 5 I think is the only really 
new one—International Science Education. No funds are reflected for 
1957-58 for this program. The others are all continuations. 

Mr. Tuomas. The other two are not new? 

Dr. Waterman. They are not new, sir. The table on page 127 

Mr. Tuomas. I can’t even read my own writing. It is not new. I 
don’t even have “new” written there. It is something else. 





GRANTS AND CoNTRACTS 


The fellowship program under grants and contracts—this is for 
manpower—for 1957, $3,353,605. For 1958 it is $3,265,000. And for 
1959 you go to $21 million, an increase of $17,735,000. 


NUMBER OF FELLOWSHIPS 


And for the record, how many fellowships did that take care of in 
1957? Also 1958 and 1959? Can you put your finger on it? 

Mr. Ketty. Page 150. 

Mr. Tuomas. Can you read them into the record right quick? What 
is it, 149 or 150? 

Where is the table? 

Mr. Suepparp. Page 130, I believe, sir—for all fellowship programs. 

Mr. Tuomas. What was it for 1957, the total ? 

Mr. Sueprarp. 1,004 fellowships. 

Mr. Tuomas. Predoctoral, postdoctoral, and everything else. For 
1958, it is 1,008; and for 1959, we go up to 8,120. 

Is that correct 

Mr. SHepparp. Yes, sir. 


Trarninec or Screntiric MANPOWER 


Mr. Tuomas. At this point in the record, Miss Reporter, will you 
insert the table on page 130. 
(The table referred to is as follows:) 
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NEW PROGRAMS IN FELLOWSHIP PROGRAM 


Dr. WaverMAN. Pardon me, that includes four new programs. The 
increased number includes four new programs, Mr. Chairman. 

On the table on page 130, these are items 2(a)-—1E, 2(a)-1F, 2(a)—1G, 
and 2(a)—1H; the last 4 are new: the last 4 items in the first block 
on page 130. The actual designations are: 2(a)—1E—— 

Mr. Tuomas. “Special projects in science education” is new. 
“Course content improvement program” is new. “International sci- 
ence education program” is new, according to my writing. 

Are there any other new ones there ? 

Mr. Ketiy. They are not . 

Dr. WArerRMAN. The new ones, by title, are: “Summer fellowships 
for high-school science and mathematics teachers,” “Summer study 
program for college teaching assistants,” “Preservice teacher-training 
programs,” and “Training grants.” 





NSF RESPONSIBILITIES IN SCIENCE EDUCATION 


Mr. Evins. Would the Director or the Science Foundation look 
with favor on, say, a bill like the minority leader, Mr. Martin, and 
others introduced, to let the membership of Congress recommend to 
the Foundation or a selection board for the Foundation students 
from each congressional district along the line that we do for the 
Naval Academy, West Point, and Air Force Academy to supplement 
these programs ! 

Dr. Waterman. The Board has not considered that. We would 
be very glad to, if the suggestion is made. 

These would be for fellowships of the type we are speaking of, or 
would they be scholarships in college ¢ 

Mr. Evins. Scholarships in colleges for high-school students. 

Dr. WaterMAN. We are not engaged in that. That is for the Office 
of Education. Their program is to provide scholarships in every 
community. 

Mr. Evins. I am talking about the possibility of the passage of 
legislation directing the National Science Foundation to make such 
selections. 

Mr. Keiiy. You mean the proposed Science Academy ? 

Mr. Yates. No; to existing institutions. 

Mr. Evins. To colleges and universities on the approved and ac- 
credited list. At present nominations are made to West Point. 
Nominations are made to the Naval Academy and the Air Force 
Academy by recommendation of Members of Congress. 

Now it is proposed to have the Members make nominations of 
students for science scholarships to be selected by the Science Foun- 
dation, but allowing these students to select their own institution. 

Dr. Waterman. We have not given thought to that, since this pro- 
gram was not under our auspices, the scholarship program. It is a 
very interesting idea. 

Mr. Evins. I am asking what would you think of such a proposed 
program as being another means, supplemental means, of drawing 
into scientific study a vast reservoir of talents that is widely dispersed 
throughout the country ? 











358 


Dr. Waterman. If this were supplementary to the usual type of 
scholarship program, I should think this night be a valuable addi- 
tion. I would think that if it were done, a large ee scholarship 
program, we would still want to go very thoroughly into all the can- 

idates possible and do this by examinations and records and the 
usual thing. This could be added to that and provide additional—— 


JURISDICTION OF OFFICE OF EDUCATION 


Mr. Yates. Why is this distinction drawn between your agency and 
the Office of Education in the field of science education? You draw 
the distinction between colleges and graduate schools, apparently. 

The National Science Foundation makes the grants for graduate 
students, and the Office of Education, apparently, has cognizance over 
scholarships for college education. 

Why is this what is apparently to me—what seems to me to be a 
most artificial barrier? Why does this exist ? 

Dr. Waterman. Simply ease the scholarships in the Office of 
Education program are intended for all subjects, for students that 
may go into any subject; and, since that is done, then we don’t have 
to make one eapeciatly for the sciences, and the undergraduate level. 

Mr. Yates. Don’t they do the same for graduate students ? 

Dr. Waterman. No. They have—— 

Mr. Yates. They do not give grants for fellowships in fields other 
than science ? 

Dr. Waterman. I believe, if I remember correctly—Dr. Kelly can 
correct me, here—they have flexible programs in the graduate schools 
which are intended to pay special attention to teachers, the training of 
teachers. The same thing—their program, among other groduates, is 
scholarships for any field, regardless of whether it is science or any- 
thing else. 

Now, since that includes science, we don’t need to take care of it, you 


Mr. Yates. Later on, I will ask you more questions pertaining to 
this. I don’t want to interrupt the chairman. I want to ask you 
about whether you have given up on social sciences. 

Dr. Waterman. No; we havea program of social sciences. 

Mr. Yates. Then you are going to come back and explain this distinc- 
rt between the Office of Education and the National Science Foun- 

ation. 

Dr. Waterman. There are more—— 

Mr. Yates. This includes all of the social sciences, too. 

Dr. WaterMAN. We are taking care of sciences at the graduate level 
but not taking care of undergraduates, because this is taken care of 
generally. 

Mr. Yates. Do you agree with me that this seems to be an artificial 
distinction ? 

Dr. WaTEeRMAN. I wouldn’t think so; no. 

There is another reason why the Office of Education is concerned 
with it, and that is because their program is well rounded between the 
identification and guidance and motivation in school, and a scholarshi 
= ram, when this is done in all subjects, is a very natural adhimnedhe 
of that. 
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Mr. Yates. Dothey have that authority now? 

Dr. WATERMAN. They are asking, I believe, for authorization. 
Mr. Yates. For legislation. 

Dr. WATERMAN. I believe so. 


SUMMARY OF SUPPORT OF SCIENTIFIC MANPOWER PROGRAM 


Mr. Tuomas. Let us take a quick review of the overall program here, 
and then we will go into the details. 

Fellowships were increased by $17,735,000 for 1959. That is one of 
your big increases. 

Dr. Waterman. Largely due to new programs. 

Mr. Tuomas. You go up to 8,120. Now, your institutes programs. 
You had $9,629,686 in 1957, $9,790,000 in 1958, and in 1959 $35,500,000, 
an increase of $25,710,000 for 1959. 

“Special projects in science education program,” you go from $655,- 
000 in 1958 to $15,400,000, an increase of $14,745,000, and, really, did 
T have trouble with that. 

“Course content improvement,” you go from $611,341 in 1958 to 
$6 million, an increase of $5,388,659. 

A new program, “International science education program,” $1 
million. 

“Clearinghouse for scientific manpower information,” $830,000 for 
1959, against $248,390, an increase of $581,610. 

President’s Committee on Scientists and Engineers—in other words, 
you get rid of that burden this year. You have it for the last 2 years. 
The burden—I use it in the sense that last year was $235,146, and that 
— you don’t have this year. 

r. WATERMAN. There is a possibility-—— 

Mr. Tuomas. This manpower program this year shows an increase 
of $64,925,123 over last year. Is that correct? 

Dr. WATERMAN. Yes, sir. 

Mr. Tuomas. Well, let us take a look at some of your programs here, 
in detail. 

SUMMARY OF OBLIGATIONS BY OBJECT 


First, let us put your other objects in the record. Pages 128 and 129. 
(The material referred to follows :) 
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Your travel here goes up from $26,000 to $53,000. The personal 
services jump from 56 in 1957 to 64 in 1958, and then to 137. That is 
your administrative costs. 

Now what about your printing and reproduction, $25,000 over $11,- 
600 last year? Why the big increase? 

Mr. Sueprarp. I think almost solely for putting out announcements 
and that sort of thing, in connection with the institute’s program and 
the fellowship program. 


ADMINISTRATIVE CONTRACTS 


Mr. THomas. What are these administrative contracts, $1,101,595, 
against $181,021 last year ? 

Mr. Suerparp. This is where [ jumped the gun awhile ago with my 
example. This is a typical example of the contract with the National 
Academy of Sciences, for the selection of fellowships, and also for 
the selection: 

Mr. Tuomas. How much do you pay the Academy per copy, now? 
You have 9,100 fellowships. How much are you going to pay them for 
the examinations? Do they write the examinations, too? 

Dr. Waterman. The examinations are furnished through the Edu- 
cational Testing Service for the purpose of the use of the people ad- 
ministering the program, the examinations themselves. So that 
doesn’t 

-Mr. Tuomas. You mean, they write their own questions and grade 
the papers! You have nothing to do with the questions or the grad- 
ing ¢ 

r. WarerMAN. The Educational Testing Service does the grading 
and furnishes the results to the National Academy. 

Mr. Tuomas. Does the Board, or anybody in it, have anything to do 
with the questions ? 

Dr. Ketity. We have advisory panels to review the whole selection 
practices on this. The questions are made up on this written examina- 
tion by panels previously selected by the Educational Testing Service. 

Mr. Tuomas. How do you pay these people for their very valuable 
service ¢ 

Mr. Suerrarp. I think this is a very important point on the cost. 
The Academy doesn’t customarily pay people for such services, and 
the only cost to us is for their travel and out-of-pocket expenses. 

Mr. Tuomas. I am talking about the testing service. What do 
you pay for it? 

Dr. Ketry. The figure is about $50,000 a year for making up the 
test and giving the test. 

Is that about right, Mr. Sheppard ? 

Mr. Suepparp. I don’t know. 

Dr. Ketty. That is about the order of magnitude. 

Mr. Tuomas. You have in here $1,100,000 this year. What did 
you pay them last year? 

Dr. Waterman. This is only one contract, as a typical one, to 
handle the fellowships. 

Dr. Ketiy. That is the one for picking the predoctoral fellows. 
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Mr. Yares. Does this testing service get the entire amount? How 
do you award these contracts; by competitive bidding, or how? 

r. Keiiy. Well 

Mr. Yares. Or is there only one service? I know in Chicago we 
have a very good outfit by the name of Science Research Associates, 
which has been trying to break into this field. It should be given 
an opportunity to compete. 

Dr. Ketiy. I know they have, and we have been in contact with 
them, as well as 4 or 5 others in this country. The last time we 
wrote, they were not prepared at that moment, because the examina- 
tions would have to written, but we promised to write to them 
again for another bid, to see if they woe be willing to bid on the 
contract for next year. 

Mr. Yates. How do you award the contract? Is this one firm 
you mentioned the only one in the field that is qualified to handle 
it? 





Dr. Ketiy. At the moment, and when we started this program, ETS 
was the only one, and they developed special examinations for this 
purpose. We have contacted the other organizations competent to do 
this job, and at that time, they were not interested in submitting a bid. 

Mr. Yares. Arethey now? 

Dr. Keiiy. They say that they may be interested, and we promised 
to write to them again during the next fiscal year. 

Dr. WaterMAN. The Educational Testing Service formerly handled 
the college entrance board examinations, and still do. They were 
an outgrowth of that, so they had a great deal of experience. 

Mr. Suerrarp. If my memory is correct, the total contractual costs 
for the fellowship program, speaking of that only for organizations 
such as the Educational Testing Service and the National Academy 
of Science, was about $170,000. 

Mr. Tuomas. And you had how much for that service; $181,000? 

Mr. Suerparp. Yes, sir. 

Mr. THomas. What happened to the remainder of the money ? 

Mr. Suerparp. I am not positive on the details. 

Dr. Ketzty. We had several contracts. We had the—— 

Mr. Tuomas. How much is that per head now? How many did 
you have last year ? 

Dr. Ketuiy. Actually, you should go by the number of applican 
which was about 3,200 last year. that would be 3,200 divid 

Dr. WarerMAN. $181,000 divided by 3,200. It would be about—— 

Mr. Tuomas. Do you give them all an opportunity to take the 
examination ? 

Dr. Waterman. Those who apply. 

Mr. THomas. They have to grade all the papers, 3,200 applicants? 

Dr. WATERMAN. Yes, sir. 

Mr. Yares. Is this very much? Is this a sufficient number of appli- 
cants for awards of this type? 

Dr. WaTeRMAN. These are pretty heavily screened at their local 
colleges and universities. They know these ee hard to 
get, so they only allow in the graduate schools their best people to 
apply, so there is a lot of prescreening. The 3,200 are of pretty high 
quality, and out of that we make selection of this 750 or so. 
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Dr. Kiorsrec. The Chemistry Panel met the other day and 1 mem- 
ber told me that out of 84 applicants, there were only 6 to which they 
wouldn’t willingly award a fellowship. This was Mr. Millikan who 
told methat. He wason the panel. 

Mr. Yates. Why were only six given—— 

Dr. Kuopsrec. No. He said there were only 6 in the 84 to whom 
they wouldn’t willingly give. 

Mr. Yarrs. How many were given the fellowships out of the 84? 

Dr. Kreiiy. They are talking about a different program. This was 
a senior post doctoral—— . 

Mr. Tuomas. You are paying too much money for this service. You 
are paying about $50 or $55 apiece for grading the examination and 
setting up the examination. 

Dr. Ketty. No. Your decimal point is wrong there. 

Mr. Tuomas. I am trying to gett-—— 

Dr. Ketry. It is around $5. 

Mr. Tuomas. I have been trying to get somebody to figure it out. 

Dr. Kuorsrec. $5.80. 

Mr. Tuomas. How many did you say there were? How many peo- 
ple did you say were taking the examination ? 

Mr. Ketiy. Three thousand and two hundred predoctoral. 

Mr. Tuomas. How much did you say you paid them? $170,000? 

Mr. Suepparp. $170,000. 

Mr. Tuomas. $5 times 3,200 is $16,000. 

Dr. Waterman. They haven’t straightened this out yet. We can 
give the figures to you. 

Mr. Kuropstee. It is $58. 

Dr. WaTerMAN. This covers the expense of the panels, actual ex- 
penses of travel incurred to come here to do the job, as well as the cost 
of making the examinations and grading the examinations. It is the 
whole cost of the work of the panels in selecting the candidates. 

Mr. Tuomas. The panel doesnt’ do that. I thought the big board 
downtown did that. 

Dr. Waterman. These are the panels that are concerned with the 
fellowships under the National Academy that make the-—— 

Mr. Tuomas. How much do you pay the testing service? My figure 
is that you pay them around $50 or $55 for setting the examination and 
grading the papers. 

Dr. Ketry. No. That is about $50,000. 

Dr. Waterman. We had better furnish the figures to you. 

Mr. Yates. I thought you said the panels weren’t paid anything. 

Dr. Waterman. Travel expenses. 

Mr. Tuomas. Doesn’t that come out of travel, rather than this? 

Dr. WaterMAN. No; it is under contract. 

Mr. Tuomas. Twenty-five dollars a day and travel. 

Dr. Ketuy. This includes the announcements, preparation of the 
announcements, mailing the announcements. 

Mr. Tuomas. Can we get a figure on what you pay the National Test- 
ing Service per paper? 

. WATERMAN. We will give it to you. 

Mr. Tuomas. Can we do it now 

Mr. Yates. They awarded a contract for it; didn’t you? 

Mr. Tuomas. Everybody is tired. Let us come back tomorrow at 
10 and see if we can’t go a little bit faster. 
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Fripay, January 24, 1958. 


Mr. Tuomas. Gentlemen, the committee will please come to order. 


TESTING AND SELECTION COSTS OF MANPOWER PROGRAMS 


When we adjourned yesterday we were discussing the administra- 
tive cost, object 07, “Other contractual services,” and it developed that 
for 1958 you spent $181,021 for that purpose; and for 1959, you are 
asking $1,101,595. The largest part of that $181,021 for 1958 was 
administrative cost. That was spent for examination, grading, testing, 
et cetera, of applications for fellowships. 

There is a little disagreement on arithmetic, as to whether the cost 
is $5.50 or $55 per copy. Regardless of what those figures were yes- 
terday, give us the correct figure. 

Mr. Ketuy. Yes, sir. We broke this up into two parts. 

I think this was the cause of our difficulty yesterday. We have a 
contract with the Educational Testing Service for making up and 
giving the written examinations. We obligated $28,000 in the year 
1957. This is a cost per applicant of $9.24. In addition to that, we 
have a contract with the National Academy of Sciences. The total 
cost was $71,000, which gives us a cost per applicant of $20.29. 

Mr. Tuomas. What does the National Academy of Sciences do for 
that money ? 

Dr. Ketuy. They bring in the panelists, some 120 leading scientists 
of the country, to review the college records, letters of recommenda- 
tions, and the Educational Testing Service examination scores to rate 
these people as to ability. 

Mr. Tuomas. As to the whole 3,200 who took the examination? 

Dr. Ketty. Yes, sir. Actually that figure, for the year, I am 
speaking of was 3,028 predoctoral applicants and 482 regular post- 
doctoral applicants. 

Mr. TxHomas. Not 3,200, but 3,028 ? 

Dr. Ketxiy. Yes, sir. 

Mr. Tuomas. What is the cost figure for each applicant as far as 
the National Academy of Sciences is concerned ? 

Dr. Ketxy. Per applicant, $20.29. 

Mr. Tuomas. Who does that work for the National Academy ? 

Dr. Ketuy. This is done by scientists and engineers who are brought 
in for periods of from 3 days to a week to go over every one of these 
applications. These applicants are gone over by at least three indi- 
vidual scientists. 

Mr. Tuomas. How long does it take them to do that job? That is 
too much money. 

Dr. Ketiy. There are actually several panels that meet. They meet 
for 3 days, working night and day at this job, The panel leaders stay 
over for several days beyond that to review any doubtful cases and 
to make sure that the same criteria are used by each group. 

Mr. Tuomas. If we are going to subsidize an honorable and worth- 
while organization, I am not going to complain about that. If you 
are going to do it in the form in which you are doing it now, I am 
going to object. If we are going to pay, let us pay and get our money’s 
worth. If we are going to give, let us give generously. 


— 


ene 





365 


Dr. Ketxy. I think we get more than our money’s worth. This fig- 
ure we give here includes administrative cost of the fellowship office 
of the National Academy of Science-National Research Council. The 
panelists who come in get only their expenses paid. They actually get 
no pay for their work. They do this for nothing. They get only their 
traveling and living expenses. 

Mr. Tuomas. $70,000 is a lot of money to grade papers. That is 
over $20 a paper. After all, I imagine they do like you do in the 
university. One of the senior professors will give an examination. 
He will write out a reasonable answer. He will call in one of the 
upper classmen in another class and say, “Here are so many papers. 
Here is the answer. Now you grade these papers? 

Dr. Ketxiy. Yes, but by law we are required to make these judg- 
ments on ability alone. We try every way that we know to assure 
that this is based on ability alone. 

Mr. Tuomas. That certainly is ability alone. Whoever grades the 
papers has a set answer. He does not know a one of them, has not 
talked to a one of them. He is judging from what is on the paper. I 
doubt if that is the most conclusive way to do it, but anyway, that 
is what you are doing. 

Dr. Ketriy. I agree that is not the most conclusive. That is only 
one of the elements, the letters of recommendation and the college 
record are also considered. We feel this the best judgment we can 
make of these people. 

Mr. Tuomas. You have good people. I am just questioning the 
amount of money involved. 

Dr. Ketxiy. This money also includes the preparing of brochures, 
distribution to the applicants who are interested. 

Mr. Tuomas. I thought that went to the Princeton Testing Service, 
the $28,000. 

Dr. Ketty. Yes. I was speaking in my last comment about the 
contract with the Academy-Council. 


BASIS OF CONTRACT WITH ACADEMY COUNCIL 


Mr. Tuomas. How do you arrive at that figure with the academy? 

Dr. Keixiy. I will call on Dr. Dees, who has been in on contract 
negotiations on this part. In general we review the past experiences 
and costs of printing, publication, travel cost of the scientists coming 
to the panel meetings, and expenses while they are there. Did I cover 
everything on that, Dr. Dees? 

Mr. Tuomas. How do you arrive at this cost, Doctor ? 

Dr. Dees. Dropping back just a minute, the situation is this, Mr. 
Thomas: The Academy-Council carries out all operations for us under 
contract up to the time when they give us an evaluated list of appli- 
cants. This includes the distribution to all 1,400 senior colleges in 
the country of information concerning the program, the assembling 
of all application packets, the keeping current of mailing lists to the 
universities and colleges; and, in order to get this information into 
the right hands, the list includes the name of every individual who is 
a department chairman in a school or college which grants degrees in 
science throughout the country. 











366 


The Academy-Council assembles this information. This takes a 
staff of about 10 girls, working during all of the time that applica- 
tions are being received. They have the job, then, of working with 
the Academy itself. Dr. Bronk always approves every person who is 
chosen for one of the screening panels. 

Mr. Tuomas. How many people are on the panels and how many 
panels do you have? 

Dr. Ders. One point that may not be clear is that this particular 
sum of $71,000 covers both the predoctoral program and the program 
that we call the regular postdoctoral program. 

Mr. THomas. We understand that. 

Dr. Dregs. The predoctoral program has approximately 65 people 
who come to work in Washington for a period of 34% to 44% days, de- 
euaee on the application flow. There are five separate divisional 

ellowship committees of the Academy who screen regular post- 
doctoral applicants. 

Mr. Tuomas. Sixty-five people are listed. Let us not make it 45. 
Let us make it 70. How many on the postdoctoral ? 

Dr. Dexs. Approximately 60, because this is handled through a 
slightly different mechanism. 

Mr. Tuomas. Sixty people? 

Dr. Ders. Yes. 

Mr. Tuomas. How long do they stay ? 

Dr. Dregs. Two days as a rule. 

Mr. THomas. Let us make it 5 days. How many man-days do you 
have here, on my figures, not yours? Mine are just twice as large 
as yours. 

Dr. Dees. Seven hundred and twenty, if my arithmetic is correct. 

Mr. THomas. Suppose we pay them $100 a day. How much is 
that ? 

Dr. Drzs. That would be $72,000, I think. 

Mr. Tuomas. That is just about what your bill is, is it not? 

Dr. Dess. I would point out the actual bill for panelists is only 
about $13,000 or $14,000 out of this $71,000 because as Dr. Kelly has 
pointed out, the panelists only receive travel and per diem. They 
get no consultant fee. 

Mr. Tuomas. Where does the rest of the money go? They are en- 
titled to pay. Where does the rest of the money go? 

Dr. Drees. To run this operation that I was describing a few mo- 
ments ago. Otherwise, you see, we would have to have additional 
staff to do this same work, which is done under contract. 

Mr. Tuomas. I did not quite understand any other operation. You 
said you had a big printing bill. I did not understand. What are 
you printing—the history and the background of the people who are 
on the panel ? 

Dr. Dexrs. In order to get 3,000-plus applications we circulate to 
the schools of the country approximately 20,000 brochures. These 
are simple four-page folders, describing the fellowship program. 
This distribution, the mailing out and the receiving of all of this 
information 

Mr. Tuomas. You do that every year? 

Dr. Dees. Every year. The assembly of the folders, per 3,000-plus 
applicants, in the predoctoral program and the 500 or so applicants 
in the postdoctoral program. 
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BASIS OF 1959 ESTIMATE FOR TESTING AND SELECTION 


Mr. Tuomas, What is this $1,101,595 for 1959 to be used for? 

Dr, Dexs. Only Aparexipelny one-half of this is chargeable to the 
things that we are calling fellowship programs in the 1959 programs. 

Mr. Tuomas. What is it charged to, then? 

Mr. Dess. This is charged to a variety of programs under the over- 
all heading of training of scientists. , 

Mr. Tuomas. Can you break it down for us? 

Dr. Kenxy. We have a record here of these figures. Would you like 
to have us put that in the record ? 

Mr. Tuomas. No. Read them off to us. 

Dr. Ketiy. There are contracts for evaluation of applicants. They 
are listed, science faculty, summer fellowships for high-school teach- 
ers, summer study programs, teacher assistance, training grants, pre- 
service teacher training program. This will come to $320,000. 

I will read our estimates off if you want them in more detail than 
that. For test development and administration, the predoctoral fel- 
lowship program and preservice teacher training program 

Mr. Tuomas. Who gets that $320,000? Is that for grading the 
papers, or writing up the examinations ? 

r. Ketiy. Part that and part for evaluation by the panels. 

There is also $75,000 included for study of selection techniques, in 
support of research for selection. 

fr. Toomas. $75,000? 

Dr. Ketny. Yes, sir. 

Mr. Tuomas. What are you going to buy with that? 

Dr. Kexity. We must be sure that we are using the best available 
methods of selection of ability alone, in accordance with our statutes 

Mr. Tuomas. How is $75,000 going to prove it? 

Dr. Keiuy. We have held conferences in the past to determine 
whether we are using the best available selection system, and the 
best advice that we can get on this question is that we are doing the 
best we can with the information available at the moment. 

Mr. Tuomas. Is this travel for experts, or per diem ? 

Dr. Ketxy. For experts. 

Mr. Tuomas. What is the remainder of it ? 

Dr. Ketty. We have the institutes program which costs us some- 
thing for the selection of schools to conduct high-school teacher in- 
stitutes, as well as contracts for assistance in connection with panel 
meetings and institute directors’ meetings. 





SELECTION OF TEACHERS FOR ATTENDANCE AT INSTITUTES 


Mr. Tuomas. How do you select the high-school teachers who go to 
the institutes? 

Dr. Ketiy. The high-school teachers are selected by the colleges 
and universities themselves. We have to make selection from the great 
many proposals that we get in from the colleges and universities. We 
also have to hold conferences of the directors of the institutes. 

Mr. Tuomas. What standard does the college use? Here is a 
teacher from Podunk, Calif., and he or she wants to go to the Uni- 
versity of Michigan for 6 weeks this summer. The University of 
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Michigan decides whether he or she will be admitted. What is the 
standard ? 

Dr. Ketuy. There are several. One is the standard of the college 
and university itself; if they are going to get graduate credit, the 
college and university is the one to determine whether this applicant 
is allowed into the graduate school for this further training. 

Mr. Tuomas. How much are you going to pay the college for mak- 
ing that decision ? 

r. Ketty. We have breakdowns on that. That is part of the grant 
which we make to the college and university. That is nominal. 

Mr. Tomas. It is not nominal. You have only accounted for 
$375,000 out of $1.1 million. 

Dr. Ketzy. No. This figure I gave you is not for that purpose. 
This is for the purpose of selecting among the proposals coming into 
the Foundation, not the selection of the high-school teachers; and 
meetings of the directors of the institutes. 


Mr. Tuomas. I beg your pardon? I thought I asked you about 
the selection of the teacher. 

Dr. Waterman. This is similar to our grants, Mr. Chairman. We 
receive proposals from institutions to hold these institutes and then 
we examine into and appraise those. 

Mr. Tuomas. I misunderstood you to say that part of this $1,100,000 
was to pay the colleges for selection of these high-school teachers who 
were going to attend an institute. 

Mr. Kenuy. That is under the budget item for institutes. 

Dr. Waterman. The administrative cost of the institution and the 
whole thing. 

Mr. Tuomas. That cost is not chargeable to “07, Other contractual 
services” ¢ 

Dr. Ketxiy. No. 

Mr. Tuomas. Where is the remainder of the $1.1 million? 

Dr. Kextiy. For summer institute programs we have $159,000; for 
academic year institutes, $17,000. 

Mr. Tuomas. What is the $159,000 for? 

Dr. Kerry. This is for screening of proposals for high-school 
teacher summer institutes, college-teacher summer institutes, college- 
teacher summer conferences, technical-school-faculty summer insti- 
tutes, and elementary-school-supervisor summer institutes. Funds 
are for selection of institutes. 

Mr. Tuomas. That is all under the fellowship program ? 

Dr. Ketiy. No. This is under the institute program. ¢ 

Mr. Tuomas. What do they do for that $159,000 under the insti- 
tute program? That is what I am trying to get you to say. 

Dr. Ketty. For costs of the panelists | meeting to select institutes 
from among all the proposals which are presented to the Foundation, 
and for support of meetings of all of the directors of the institutes— 
because they have common problems—in which we give them an op- 
portunity to iron out these common problems. One of the biggest 
problems is what to do about multiple applications of the various 
institutes. They have to come to some agreement among themselves. 

This is the kind of thing they have to meet together for. The 
same thing holds for the college-teacher program. We also have 
to hold preconferences on selecting proposals dealing with the ele- 
mentary school supervisory program. 
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Mr. Tuomas. How did you arrive at that figure of $159,000? 
Dr. Ketiy. From estimates of our past experience for the summer 
institute and academic year institute programs. 


COSTS OF SUMMER INSTITUTES 


Mr. Tuomas. How much money do you pay the university for con- 
ducting the institute? 

Dr. Kexuy. On the average, including all stipends, all expenses 
which we pay to the college and university, for 50 high-school teach- 
ers, comes to about $62,000. 

Mr. Tuomas. $62,000? 

Dr. Ketry. On the average, to each college and university. 

Mr. Tuomas. For 50 high-school teachers ? 

Dr. Ketry. Yes. 

Mr. Tuomas. How do you break that cost down? It costs $62,000 
for a 6 weeks’ course for 50 high-school teachers ? 

Dr. Ketry. Yes, sir. 

Mr. THomas. That is a 6 weeks’ course or is it 5? 

Dr. Kerry. It varies; but on the average it has been 6 weeks. 

Dr. Dees. Six plus. 

Mr. Tuomas. I beg your pardon? Isit5or6? 

Dr. Dees. Almost 7 weeks was the average this past summer. 

Mr. Tuomas. I thought the justification said 5 weeks. I could be 
wrong. What does it say? 

Dr. Waterman. Actually these run from 6 to 8 weeks. 

Mr. Tuomas. Break down the $62,000. That is $1,200 per teacher. 
Break down the figure into stipend, travel for the teachers themselves, 
and then for the university. 

Do you have any other figures ? 

Dr. Ketiy. Yes; we have that. 

Mr. Tuomas. I hoped we were going to do that last night, gentle- 
men. That is the reason we quit early yesterday, so we could move 
along. That information is not in the justification. At least I could 
not find it night before last. 

Dr. Keuuy. I think it is. At least it is meant to be in there. 

Mr. Tuomas. Somebody put it in my book last night. 

Dr. Keitiy. While we are looking this up, I could say that most of 
the money by far goes into the stipends and travel expenses of the 
high-school teachers. Their stipends amount to $75 a week, plus $15 
per week for each dependent, and until we get the figures exactly, the 
cost to the college or university itself is somewhere around $14,000. 
All the rest of it goes directly to the high-school teacher. 

Mr. THomas. You pay the high-school teacher $75 a week. Say 
they have two dependents. That is about $30 more. That is $105 
a week; 6 weeks is how much? In round figures it is $650. You have 
in the neighborhood now of another $500 left. Where does that go? 
What part of that $500 goes to travel? Say it is $75 or $100. Does 
the university get the other $400? 

Dr. Kerty. Yes; that is right. 

Mr. Tomas. And in addition to your travel allowance and the 
per diem allowance, you have them come in for conference to discuss 
the common program. 


Dr. Ketiy. That is the directors of the institutes, not the high- 
school teachers. 
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Mr. Tuomas. That is what I am talking about. This is the uni- 
versity. That is part of the university. 

What does it normally cost a person to go to a university for a sum- 
mer school of 6to 12 weeks? The fee is not $400, is it? 

Dr. Ketty. No. The high-school teacher does not have to pay any 
tuition. This helps the university develop special subject matter 
programs. 

Mr. Tuomas. This is all free to the teacher. I know. Suppose he 
wanted to go on his own? He wouldn’t pay $400 matriculation fee, 
would he? 

Dr. Keuuy. That is right. 

Dr. Waterman. The colleges and universities are very sensitive on 
this subject. 

Mr. Tuomas. Why should the Government pay more than a private 
individual would pay? 

Dr. Waterman. The tuition fees do not come anywhere near the 
cost of paying the institution. That is one of our great problems. 

Mr. Tuomas. If the individual went on his own and he would not 
pay that much, why should the Government, regardless of the loss or 
the profit or whatnot? I just do not understand it. 

Dr. Ketuy. If we encourage the colleges and universities to set up 
special subject matter programs in science and mathematics for these 
high-school teachers, the colleges need some financial assistance. The 
high-school teachers cannot readily go back to regular summer sessions, 
because they are not well grounded in science and mathematics, and 
cannot take the graduate courses offered in science and mathematics in 
the colleges and universities. 

Mr. Tuomas. We can understand that. I was just wondering why 
it was not forthcoming to start with? Just lay it on the line. 

Dr. Ketiy. The answer is that they are special courses, not the 
usual courses offered during the summer. It costs money to set up 
these new courses. 

Dr. Waterman. It really comes down to the fact, Mr. Chairman, 
that if we are going to get better instruction, we have to make special 
efforts. With teachers’ salaries as they are, and university incomes as 
they are, there is just no other way that we can see to get these people 
trained. Above all, the quality of science instruction is very im- 
portant. 

Mr. Tuomas. Do the colleges and universities meet your programs 
with resistance ? 

Dr. Ketxiy. I would say quite the opposite—with complete coopera- 
tion; they do now recognize that there is a serious deficiency in the 
subject matter knowledge of our high-school teachers—not because 
of their fault or solely because of themselves, but because teachers 
have been kept busy with large classes, and cannot afford to go to 
school during the summer. They are now recognizing that their 
student bodies are suffering as the result of the poor background of 
their teachers. 

We have not found any school which was not completely coopera- 
tive. Actually the number of applications that we have gotten al- 
ways exceeds—— 

Mr. THomas. All right, Doctor. This presentation is just about 
as clear as mud uptodate. Let us lay this down here. Take a group 
of 50 teachers. State the total cost for an institute for 6 or 7 weeks— 
spell it out, what is the period, whether 5, 6, 7, or 8 weeks. 
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You say that costs $62,000 for those 50 teachers, for 1 institute, for 
whatever period of time it is, whether 5 or 6 weeks; is that correct ? 

Dr. Ketuy. No, sir. 

Mr. Tuomas. Is that a standard price? 

Dr. Ketxy. No, sir. The average is a little over 6 weeks, but we 
want to have this program flexible and adaptable to the needs of the 
colleges. It varies from 4 to sometimes 12 weeks. 

Mr. THomas. Spell that out then. Is $62,000 the standard price 
or a variable price? 

Dr. Ketiy. That is variable with the number of weeks. 

Mr. THomas. Is $62,000 about the average? 

Dr. Ketuy. Yes, sir. 

Mr. Tuomas. In the record at this point put that information in 
and break down in items that $62,000. Tell us how much of it goes 
to the teacher for travel, how much goes for dependency, how much 
of it goes for the regular stipend, how much goes to the university, 
for whatever category the charges are made by the university. 

Will you do that for us? 

Mr. Ketuy. Yes, sir. 

Mr. Tuomas. Then it will be clear. 

Mr. Ketty. We will put that in the record. 

Mr. THomas. At this point, please, sir. 

Mr. Ketiy. Now? 

Mr. Tuomas. Well, at this point. We would like to have it now 
if you have it. 

(The material referred to follows :) 


, Estimated costs, fiscal year 1959 summer institutes 


(Based on past experience) 


Assumptions: 
Average duration of institutes (weeks) ---......_----__-__-__--__. 8 
. Average number of participants... ..........-- ee 50 
Average number of dependents per participant___-_._._.____-__-_-_- 2% 
AVEPRRS travel BECCA nid ccticicltngpeninocmeaitetetyttpetpaiacntdasiinl $50 
Stipends (50 at $75 per week times 8 weeks) __-....--_-__---_______ $30, 000 
Dependency allowances (50 times 2% times $15 times 8)~-.-....______ 15,000 
SPaVGl allowances (OO Chemeik Qie oa ccciiaichs cei cenit ceetinaenad 2, 500 
Sapport Airectly TE MATL a ertecieenntiicnniveeiens 47, 500 
Payments to host institution: 
(a) Salaries: 
(2). Brelenlaell oncnccitbdwtindisnqentitibivcipimenmmaniaiis 10, 000 
(2) BOCPOURNEAL BIG COI i in ccttemesio nen watidmemtiemnnen 1, 000 
(b) Travel of temporary staff members_..........-..-__.-.-____ 750 
(c) Expendable supplies and equipment._._.........-..--....-.. 1, 500 
(d) Printing of brochures, distribution costs, ete...............-. 500 
(e) Communications, other direct office expense__.......___-.-__- 500 
Total payments to university for operating costs._...cc.__ -— 14,250 
Estimated total cost of average institute_............... 61, 750 


The above operating cost items represent actual costs of the institute. These 
funds may be paid to the host institution as tuition, itemized operating expense 
items or a combination of these, depending upon the account'!ng requirements 
of the host institution. 
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Dr. Kextuy. Dr. Dees in the meantime has been figuring this out. 
Do you want to speak to it now 4 

Dr. Drees. Assuming an average of 8 weeks, which is approximately 
a week longer than we have been having, assuming an average as the 
record shows on page 215 

Mr. Tuomas. | want to get that out of my mind. My memory says 
your justification says 5 or 6 weeks. Put your finger on it for us. 
More than likely you are right. 

Mr. Lutron. Page 177 says 614 weeks. 

Dr. WaTERMAN. This is summer fellowships, not summer institutes, 
Mr. Chairman. 

Mr. Tuomas. (reading) : 





The amount. requested will permit 310 institutes training 15,500 high-school 
teachers, plus joint support of 20 institutes for high-school and college teachers, 
which will train another 500. The total number of high-school science and 
mathematics teachers to be trained would be 16,000 or about 10 percent of the 
estimated total. 


There is an institute in every State except one, 
et cetera. 


Mr. Evins. Page 175, Mr. Chairman. Does that answer your ques- 
tion ? 

Mr. Tuomas. I think that is a different program. Do you refer to 
the table? 

Mr. Evins. Yes. 

Mr. Tuomas. That is a different one. 

The average cost of an institute in 1959 is estimated to be slightly over $60,- 
000, the increase being largely due to three factors: Increased cost of instruction 
and tuition; increase in the number of participants; and an increase in the 
average length of the institutes. Cost of the institutes—— 

Where is that figure? You say it is increased. What was it last 
year ? 

Dr. Ketty. The number of summer institutes ? 

Mr. Tuomas. The length of it. 

Dr. Drrs. My recollection is that it was 6.7 weeks, Mr. Chairman. 
I do not not think we show it here. 

_Mr. Tuomas. It is in here someplace. I did not get it out of thin 
air. 

Dr. Ketxy. It may have been in last year’s budget. 

Mr. Tuomas. I am not that good. I do well to remember this from 
1 to night, much less year to year. 

r. Dees. I might comment that the reason for the assumption of 
8 weeks’ average for 1959 is that the institutions have been moving 
year to year steadily upward in the length of these institutes. They 
prefer an institute of about 8 weeks on the average, but some of them 
still prefer 514 or 6 weeks to mesh in with their own summer session. 


Fre.LtowsHuie Program 


Mr. Tuomas. Mr. Reporter, put the table on page 150 in the record 
at this point, and also the page entitled “Fellowship Program.” 
(The pages referred to follow :) 
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2(a)-1 Fellowship program 


Avetieie, Teel Pea? 100B se en ir sek ee nnn nse $3, 265, 000 
Beene Gael Sear 1000 onic eemneneiettendbaidtemeien 21, 000, 000 
I ai ininsirnintastumannninanaico ss nace caindaais hina nets deepen +17, 735, 000 


AUTHORITY, PURPOSE, AND SCOPE OF PROGRAM 

Authority 

The Foundation’s authority to award fellowships is contained in section 10 
of the National Science Foundation Act. The act provides that fellowships may 
be offered to citizens of the United States for scientific study or scientific work 
in the mathematical, physical, medical, biological, engineering, and other sciences 
at accredited nonprofit American or nonprofit foreign institutions of higher 
education selected by the recipients, for stated periods of time. Selections 
are based solely upon ability. 


Purpose 

The purpose of the fellowship type of operation is to permit the Foundation 
to lend support directly to especially able individuals in order to permit them 
to undertake science training of the kind that suits them best individually. 


Scope of fellowship program 
The programs described under this heading have been designed to accomplish 

specific purposes as indicated in the justification for each. Additionally, they 
have been designed so that they complement other programs of the Foundation 
and of other organizations. Collectively, they represent a varied approach to 
several problems of scientific education through the mechanism of support of 
individuals. They are designed to achieve a proper balance among the many 
factors which determine an effective program of exploring and utilizing science 
for the national welfare. A total of eight fellowship programs is presented 
and discussed in the following sections: 

2(a)-1A Predoctoral Fellowships 

2(a)-1B Postdoctoral (Regular) Fellowships 

2(a)-1C Postdoctoral (Senior) Fellowships 

2(a)-1D Science Faculty Fellowships - 

2(a)-1E Summer Fellowships for Secondary School Science and Mathe- 

matics Teachers 
2(a)-1F Summer Study Program for Teaching Assistants in Science and 
Mathematics 

2(a)-1G Pre-Service Teacher Training Program 

2(a)-1H Training Grants 
The first: 4 are continuing Foundation programs; the last 4 represent new pro- 
grams for fiscal year 1959. The older predoctoral and postdoctoral programs 
have included the mathematical, physical, and engineering sciences, and those 
areas where the social and natural sciences converge. A portion of the requested 
increase for the predoctoral and postdoctoral program will be for fellowships in 
selected social science areas. 


PROGRAM ACCOMPLISHMENTS 


Summary of program, fiscal years, 1952-59 


The National Science Foundation began in fiscal year 1952 a program of 
graduate fellowships for study in the sciences as one means of promoting the 
progress of science and the national welfare. These fellowships have been 
offered at the graduate student and postdoctoral levels, and in the period 1952-57 
have provided advanced training in science for 4,339 individuals. During fiscal 
years 1952 through 1955 the type of programs offered remained relatively stable, 
but in fiscal year 1956 a senior postdoctoral fellowship program was offered and 
in fiscal year 1957 a science faculty fellowship program was launched. The 
numbers of fellows accepting awards and supported during the 1952-57 period 
and planned for 1958 and 1959 are indicated on the following table by academic 
and fiscal years. The number of fellowships to be awarded and the pattern 
of distribution in fiscal year 1958 will be about the same as for fiscal year 1957. 
The estimate for 1959 contemplates an increase of $3,135,000 in funds for the 
older, continuing fellowship programs. This amount will permit the award 
of approximately 1,570 graduate fellowships. New programs will permit the 
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award of about 6,500 fellowships of varying types. Total numbers of fellowships 
awarded compared with applications, 1952-57, together with planned 1958 and 
1959 levels are indicated on the following page. 


PREDOCTORAL AND POSTDOCTORAL PROGRAMS 


Mr. Tuomas. It shows $21 million for 1959, which is an increase of 
$17,735,000. In the predoctoral for 1957, you had 772 fellowships, 
for 1958, 776, and for this year it is 970. is that correct ? 

Dr. Kexuiy. The predoctoral program ? 

Mr. Tuomas. I thought there was a larger increase than that. There 
is only a 194 increase? 

Dr. Kexuy. There are also new programs listed there. 

Mr. Tuomas. Postdoctoral, regular, 84 for 1957, 100 for 1958, and 
200 for 1959. Postdoctoral, senior, 48, 42, and 100 for the 3 years; 
science faculty, 100, 90, and 300. 

What was the decision to increase your predoctoral only 194 
based on ? 

Dr. Kexiuy. There were several reasons for that. In this pre- 
doctoral program there is complete freedom of choice of where the 
student can go to school. 

Mr. Tuomas. What is wrong with that? 

Dr. Kretxiy. Nothing is wrong with that, but if we were to increase 
this program by a factor of 2 or 3 during this period, when the college 
enrollments are going up, just following a period when the college 
graduations have gone down, there youd result a situation where the 
availability of teaching assistants to the colleges and universities 
would be less. So, as a complement to the predoctoral program we 
are proposing a training grants program to complement the present 
predoctoral program. 

This is a program in which the colleges and universities would 
nominate candidates for support. These could be part-time support 
for teaching assistants or they could be full-time support for graduate 
students. In addition to this, we would propose that we would make 
a grant to the university of $2,000 per applicant. 

Mr. Tuomas. Which program is that? 

Dr. Ketiy. That is the bottom one. Are you on page 150? 

Mr. Tuomas. Yes. 

Dr. Ketty. The last one, 2(a)-—1H. 

Dr. Waterman. The important thing about this, Mr. Chairman 

Mr. Tuomas. Is that what I heard some people the other night call 
the NYA program? 

Dr. Waterman. I never heard of that. This provides fellows to 
the institutions themselves who propose them. Instead of having 
the man who gets the award, or the girl who gets the award, go to 
an institution of his or her choice, this program provides a chance 
for the individual institution to get fellows that they will keep. That 
will be partly for teaching and partly for research. 

Mr. Tuomas. That is a new program, is it not? 

Dr. Waterman. This is new. We believe it complements the other 
better than extending the other, which would result in a concentration 
of fellows in the larger colleges and universities. 

Mr. Tuomas. In other words, the institution does the choosing 
rather than the National Science Foundation ? 
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Dr. WatTEerMAN. We select the fellows on the basis of ability, and 
the awards that are made are based on our selection. If they win the 
award, then they go to the university that proposed them instead of 
any university they choose. That is the difference. 

Mr. Tuomas. There is a difference in name. That is about all, is 
it not? As far as the end result is concerned, what difference does it 
make whether you choose them or the university chooses them? 

Dr. WarerMAN. If they receive awards under the new plan they 
will go to the university that proposed them, rather than to any un1- 
versity that they may choose. The latter is true of our present 
program. 

One of the criticisms of our present program is that those who win 
national science fellowships prefer to go to the large institutions, and 
if we increased that very markedly we would get a preponderance of 
our fellows at the very large institutions. This proposed program 
would permit the small institutions, or those of medium size, to receive 
fellows chosen by the national selection in the usual way, but fellows 
are permitted to hold their fellowship at the institution that nomi- 
nated them. 

This will make a wider distribution of our fellows among the univer- 
sities and colleges. 

Mr. Tuomas. How many fellows are you going to get here—1,250? 
You only have 970 under your old program. 

Dr. WarerMAN. I believe more can be accommodated in this new 
plan, Mr. Chairman. 

Mr. Tuomas. How much money are you going to spend per fellow 
here ? 

Dr. Ketiy. Average, $4,000. 

Mr. Tuomas. You spend $4,000 a year of the taxpayers’ money on a 
fellow and you are going to put him over here at X Goiveesity and he 
is shackled there for 4 years. He does not like it and wants to go some 
other place. He cannot go. 

Dr. Ketuy. No, he santa go. There is no restriction that he has to 
stay there on that particular fellowship. He could apply through our 
regular predoctoral program if he wants to. 

Dr. WaTerMAN. He could not do it under this program. He would 
have to apply to the other. 

Mr. Tuomas. I am talking about this program. Do you think that 
would be practical ? 

Dr. Ketiy. We have checked this with colleges and universities and 
their recommendations are strong. 

Mr. Tuomas. It is very practical for the university, no question 
about that. What about the student? If this is just a straight-out 
subsidy for the university, you had better take a different turn in 
giving it to them. 

Dr. Ketzy,. This is support to the student, too. 

Mr. Tuomas. It seems as if the student is secondary in this program 
and the college is the primary thing. That is what I am getting at. 

Dr. Waterman. The ability of the student is the primary considera- 
tion as to whether he receives the award or not, since he is involved 
in a national selection just as much as if he were to apply in our other 
program. It is only the winners that will receive them. 
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Dr. Kexuy. In this particular case, the interest of the students, the 
teaching fellows are considered. I think there is no question of the 
need for greater numbers of assistants and teachers and fellows during 
this period of rapid expansion being real. We want, with the colleges 
and universites, to encourage a greater number of people to go into 
college teaching. It turns out that they get paid for half-time work, 
They get no support for the other half of their time, and no support 
during the summer. 

Mr. Tuomas. Let us go back to your regular predoctoral. I am no 
schoolman, but it appears to me that that program and the summer 
institutes for the teachers are your bread and butter. You know you 
are on safe ground therg. 

You select these people on the basis of competitive examinations. 
What does the statute say? Read into the record at this point what 
the statute says? 

Dr. Kerry. “Selections shall be made solely on the basis of ability.” 


DISTRIBUTION OF PREDOCTORAL FELLOWS BY STATES 


Mr. THomas. You will insert page 156 in the record at this point, 
showing the number of applicants and the allocation of fellowship 
awards by State. 

(The page referred to follows :) 


Distribution of predoctoral fellows by States, Territories, and possessions—- Academic 
year 1957-58 (fiscal year 1957) 
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Mr. Tuomas. People looking at this list might want to know who 
grades the papers. 

Dr. Ketty. They are judged by the most competent, able people 
that we and the National Academy of Sciences can get. 

Mr. Tuomas. I see in my State of Texas you had total applications 
of 75, and 16 awards. Does that mean that only 20 percent of them 
passed your examination ? 

Dr. Ketuiy. No, sir. 

Mr. Tuomas. What does it mean, then? California had 271 appli- 
cations and got 90 awards. What does that mean? 

‘ om Ketiy. Do you want me to review briefly the selection process 
ere ? 

Dr. Waterman. One point before Dr. Kelly begins, Mr. Chairman. 
This represents only those that we have money to support out of those 
that passed the test. 

Mr. Tuomas. I want you to explain these figures. This is tax- 
payers’ money. Go ahead and explain it. Here is Ohio, 107 applica- 
tions and 32 chosen. Rhode Island had 19 applicants and 6 chosen. 
South Dakota, with 12 applicants, 1 chosen; Vermont, with 8 appli- 
cants, 0 chosen. 


SELECTION OF PREDOCTORAL FELLOWS 


Dr. Ketiy. Panelists who are assembled by the National Academy 
of Sciences have a folder regarding each applicant. In this folder is 
information on his graduate record examination. This is the exami- 
nation, a written examination, given by the Educational Testing 
Service. 

They look at his college record, his grades, letters of recommenda- 
tion from his professors. Each applicant is reviewed by at least three 
panelists who are all leading scientists in the United States. They 
group the applicants in five groups in order of quality. 

The first quality group are all recommended to the National Science 
Board to receive fellowships. The second-quality group—and so far 
we have never been able to get down below the second-quality group 
because we did not’ have sufficient money—are based on ability, and 
since they are all of comparable ability -——— 

Mr. Tuomas. What has that to do with it if they do not qualify 
in your first group ? 

Dr. Ketry. Well, if we had unlimited money we would take the 
first five quality groups to support, but the number of awards is 
limited by the amount of money we have. So we choose those of the 
highest ability. 

r. Waterman. In case of substantially equal ability then we pay 
attention to a geographical distribution among the candidates. 

Mr. Tuomas. What does California have that the other States in 
the Union do not have? 

Dr. Ketiy. I do not know. What is the ratio there? 

Mr. Tuomas. They have some very fine professors out there, but 
the professors are not taking the examination. These other people 
are. Are they just smarter than everybody else? 

Dr. Waterman. Apparently they have very well prepared appli- 
cants. 
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Mr. Suerrarp. May I say something to this, Mr. Chairman? I think 
your question gets at the very heart of the problem that this other 
fellowship program is intended to meet. 

Mr. Tuomas. You flatter me. That sounds good. You go ahead. 

Mr. Suepparp. We have a number of large schools in this country. 
Quite a few of them are located in California. They have very strong 
science departments and they are turning out well-qualified students. 
This is no reflection on the people from other States. They just have 
had the opportunity to go to a better school. 

Mr. Tuomas. You may get a lot of argument on that. 

Mr. Suerrarp. The more who go to the larger schools, the greater 
the tendency to weaken the science departments in other schools. 

Mr. Tuomas. I think you would get a lot of argument from peo- 
ple around Massachusetts Institute of Technology. 

Mr. Suerrarp. This is true of Massachusetts Institute Technology, 
and the east coast area and in California. They have some of our 
strongest science departments. 

Mr. Txomas. It is all on examination and merit. You give the 
very fairest and best of your attention to it. This is the result of 
your efforts. It shows up that one State gets more than the other. 
That is no fault of yours. Is that the answer? 

Dr. Waterman. Yes. The new fellowship program we were speak- 
ing of a few minutes ago will do quite a bit to correct this, since it 
will result in a better distribution of the fellows among the uni- 
versities of the country. That is really one of the primary motives 
behind it. 

For example, those interested in science and technology, if they 
win our regular predoctoral 

Mr. Tuomas. Then you are going to have eliminated schools. Who 
is going to pass on the qualifications of these schools? You have 
to set up 2 or 3 extra boards, one to pass on the qualifications of the 
schools, another one to pass on the qualifications of the students, 
and 

Dr. WarerMAN. You misunderstood me. In the new plan the fel- 
lows are still selected according to merit but they are proposed by 
the institutions. 

Mr. Tuomas. You are not going to let every school in the country 
say, “I want to participate in this program of scientific training here 
and we will take 50 students” ? 

You are going to have to screen the institutions, are you not? 

Dr. WarterMAN. No, sir; any school in the country can nominate 
candidates for fellowships of this kind. 

Mr. Tuomas. Suppose that there is a school that is not qualified. 
Are you going to let them participate? 

Dr. Waterman. If there are candidates they propose. 

The schools, therefore, will not get those fellowships. 

Mr. Tuomas. The fellow who Ses to come from that particular 
school, though ? 

Dr. Waterman. Not if he is not good enough to win. 

Mr. Tomas. Does the school have to nominate one of its pupils, 
its own graduates? 

Dr. Ecxuarpr. I know that you once know there are industries 
that support a great many fellowships. They drain off some of the 
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cream of the Texas graduates, who, in view of the higher quality 
ones, are in competition for these fellowships. 

Mr. Evins. Of the third, fourth and fifth category of applicants, 
what has been the history of what has happened to them? Do you 
consider them applicants of merit and value ¢ 

Dr. Ketuy. Yes; we do. We ask each applicant whether he would 
like to be considered for honorable mention. We give honorable men- 
tion to all in the first four quality groups. If we do get their per- 
mission to put them on such a list, and if they do fall in the first 
four quality groups, we send this list around to colleges and univer- 
sities and other organizations likely to have fellowship support. It 
turns out that a good fraction of them do continue on this and we 
hope to use this list as a way of encouraging them and encouraging 
other agencies to give financial support to them. 

Mr. Evins. Would the Foundation like to have awarded fellow- 
ships to all of the applicants in the five categories ? 

Dr. Ketuy. Yes, sir. 

Mr. Evins. You tell us that for financial reasons you are unable 
to do so. 

Dr. Ketuy. We would like to start this expanded training group 
program, to satisfy two things. It would satisfy the geographical 
problem, and it would satisfy the need for flexibility for graduate 
departments themselves. That is, they do not have to have Full year 
support. Some of them are part-time support for teaching assistants. 
We would rather recommend the new program instead of doubling or 
expanding rapidly the other one. ot 
SCIENCE FACULTY FELLOWSHIPS 


Mr. Tuomas, Science faculty fellowships on page 171 shows an 
amount of $2 million. 


This program is designed to improve the standard of college-level science and 
mathematics instruction by providing teachers of science with opportunities for 
pursuing specialized plans of work and study which will provide them with 
better understanding and knowledge of their respective fields of science. 

Tenures of 3 to 15 months are offered to awardees to enable them to pursue 
studies at suitable institutions of their own choice. Stipends are of the 
salary-matching type between limits of $4,000 and $10,000 per year. The 
stipend is adjusted downward to compensate for funds received from sabbatical 
leave pay, other fellowships, and comparable sources while on the National 
Science Foundation Fellowship. In addition, limited travel, tuition, and special 
allowances are available. 


Let us put page 171 in the record at this point. 
(The page referred to follows:) 
2(A)-1D Science Facurty FELLowsuips, $2,000,000 
PROGRAM OBJECTIVES 


This program is designed to improve the standard of college-level science and 
mathematics instruction by providing teachers of science with opportunities for 
pursuing specialized plans of work and study which will provide them with a 
better understanding and acknowlege of their respective fields of science. 


, DESCRIPTION OF PROGRAM ACTIVITIES 


Tenures of 3 to 15 months are offered to awardees to enable them to pursue 
studies at suitable institutions of their own choice. Stipends are of the salary- 


matching type between limits of $4,000 and $10,000 per year. The stipend is. 
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adjusted downward to compensate for funds received from sabbatical leave pay, 
other fellowships and comparable sources while on the National Science Founda- 
tion fellowship. In addition, limited travel, tuition, and special allowances are 
available. 


IMPORTANCE OF PROGRAM 


Need for improving teacher effectiveness 


According to estimates recently published by the President’s Committee on 
Education Beyond the High School, our colleges and universities will be asked 
to provide education of a continually improving quality to at least 6 million 
students by 1970 compared to 3 million at present. The most eritical factor in 
expanding educational facilities to meet this need is the shortage of teachers— 
particularly in the fields of science, engineering, and mathematics where higher 
salaries can be obtained elsewhere. However, in our colleges and universities 
today there are many science teachers who need additional training in order 
that their capabilities may be utilized to the fullest. Improving the effective- 
ness of 5 teachers by 20 percent is more than the equivalent of adding another 
staff member to our college faculty group. To improve the teaching of science’ 
in our colleges and universities will require not only more but also better instruc- 
tion. Success in the undergraduate education of scientists, mathematicians, and 
engineers is predominantly dependent upon teacher quality. Therefore, the 
quality of our science teaching is crucial, for it is the teacher who creates the 
conditions which may either stimulate or deaden a student’s latent interest and 
ability. 

The science faculty fellowship program makes provision for study during the 
3 summer months as well as during the academic year. <A science teacher may 
make application for up to 3 summers of study through a single application. 


Mr. Tomas. How do you justify that ? 

Dr. Ketiy. The need for competence in our teachers is the point 
we make throughout the budget here. College enrollments have been 
going up and the opportunity for teachers, especially in smaller col- 
leges, or those more remote from the larger research centers, for con- 
tinued study, is decreasing. This is an opportunity to give the 
teachers enough time to go back to be scholars again, to be kept up to 
date in their particular field of science. 


BASIS OF COST ESTIMATE 


Mr. THomas. Let us put page 175 in the record at this point. 
(The page referred to follows :) 


PROGRAM PLANS 


The National Science Foundation was able to award 100 science faculty 
fellowships in the fiscal year 1957, or about 25 percent of applications, and about 
90 awards can be made in fiscal year 1958 from funds available. 

In view of its uniqueness, the need for further training of many college 
teachers, the large number of applicants, and the unprecedented lack of declina- 
tions, it is clear that this program has been operating at little more than an 
experimental level. In view of the need and remarkable success of the method, 
a marked expansion is strongly warranted and an expansion to 300 is felt to be 
clearly justified. 


Basis of cost estimate 


4 Science faculty 

Cost component : fellowship 
STI IC i ail cicnpttree niegthctetaikepiiniierath ebdidcertncgitcdh teens tor pli eh ieee ala or 5, 763 
BD SEOUL BON CRii isicp teeet oie ecptnet ee limseses $549 
Averatts travel: GHowanee. . 25 insect el en $439 
RIOR DEP Fe hehe nkcendaandtnbetn reece etal $6, 751 
PC OE RO ee le a a Ea ect Acie taten ong her anatase 300 
TOCA]  CUUNOIGS. ta nsics aisciewin nieces ei dA $2, 000, 000 


1 Based on average cost experience. 
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Mr. Tuomas. This is a breakdown of costs and on the bottom half of 
the page is listed the following : Average stipend, $5,763 ; average travel 
rae peat $439; average special allowance, $549. What is the $549 

or? 


Dr. Ketty. This is for special equipment for the research. 
Mr. Tuomas. That goes to the university ? 

Dr. Ketiy. To the fellow. 

Dr. WaterMan. It is for the university for what he needs. 
Dr. Ketry. For his use. 


Mr. Tuomas. Itstill goes to the university, does it not ? 
Dr. Ketry. Yes. 


SUMMER FELLOWSHIPS FOR HIGH-SCHOOL SCIENCE TEACHERS 


Mr. Tuomas. Let us put page 176 in the record. 
(Page 176 referred to follows :) 


2(A)-1E SumMer Fettowsnrps ror Hien Scnoot Science AND MATHEMATICS 
TEACHERS, $5,000,000 


PROGRAM OBJECTIVES 


This program, for initiation in fiscal year 1959, is designed to provide further 
opportunities for secondary school science and mathematics teachers to under- 
take further training according to their individual needs at a time when they 
are not teaching. 

DESCRIPTION OF PROGRAM ACTIVITIES 


Secondary school science and mathematics teachers will be chosen on a na- 
tionally competitive basis for fellowships during the summer months. The 
possibility of support for more than one summer will be emphasized in order 
that the fellows can plan a longer and more effective study program which, in 
many cases, can result in an advanced degree strongly based on substantive 
subject matter. 

PROGRAM PLANS 


This new program is needed to round out the Foundation’s efforts in improving 
secondary school science and mathematics instruction. Summer institutes offer 
preplanned training programs for groups of people and are, for many teachers, 
an ideal form of further study. Summer fellowships, on the other hand, are 
intended for those teachers who for various reasons would profit from a com- 
pletely individualized form of study. Some, however, may wish to combine 
study at an institute with additional individualized study. The summer in- 
stitutes and fellowships would be flexible on this point. 

Bligibility would be limited to in-service secondary teachers, former teachers 
(both elementary and secondary) who wish to return to secondary science teach- 
ing, and science or mathematics baccalaureate holders who, desiring to teach, 
need certain additional study. Selection of awardees would involve a regional 
preliminary screening operation followed by a final centralized screening 
operation. 

There are approximately 160,000 secondary teachers of science and mathe- 
matics. There is an unknown number of former teachers and other bacca- 
laureate holders who might be eligible for this program. In view of the esti- 
mated number of elegible applicants, the newness of the program and the needs 
which this program is designed to supply, it is estimated that the initial-year 
support should provide for 2,500 awards, or 1.5 percent of the number of eligible 
applicants, beginning in the summer of 1959. 


Mr. Tomas. This comes under 2(a)—1(E), summer fellowships 
for high-school science and mathematics teachers. This is one of your 
new programs and you are going to have how many students—2,500? 

Dr. Ketriy. Yes, sir. 

Mr. Tuomas. This is brandnew and is going to cost $5 million. 
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PROGRAM OBJECTIVES 


This program, for initiation in fiscal year 1959, is designed to provide further 
opportunities for secondary school science and mathematics teachers to under- 
take further training according to their individual needs at a time when they 


are not teaching. 

This is for secondary science teachers, is it not ? 

Dr. Keiiy. Yes, sir. 

Mr. Tuomas. How long will it last ? 

Dr. Ketriy. At least this 1 year. 

Mr. Tomas. What period of time do they go to school? You may 
be optimistic in that answer. 

Dr. WarerMAN. Six and a half weeks, which is noted in the break- 
down. 

Mr. Tuomas (reading) : 


Secondary school science and mathematics will be chosen on a nationally com- 
petitive basis for fellowships during the summer months. The possibility of 
support for more than one summer will be emphasized in order that the fellows 
can plan a longer and more effective study program which, in many cases, can 
result in an advanced degree strongly based on substantive subject matter. 

There are approximately 160,000 secondary teachers of science and mathe- 
matics. There is an unknown number of former teachers and other baccalaureate 
holders who might be eligible for this program * * *. 


What do you mean by secondary 4 

Dr. Ketty. High school and junior high, grades 7 to 12, approxi- 
mately, 

Mr. Tuomas. How does this program differ from your regular pro- 
gram for high-school teachers? 

Dr. Kexxy. It complements it actually. There are some high school 
teachers who need special courses offered ordinarily during the school 
year. Some of the high school teachers are prepared to take regular 
graduate courses in science and mathematics and we believe that they 
would profit more by being given complete freedom of choice where 
they want to study, just so long as it is science and mathematics. 

Mr. Tuomas. Do you not do that in your regular program ? 

Dr. Ketty. Yes, sir; but these are different classes. This class is 
a little better prepared than the teachers who ordinarily go to sum- 
mer institutes. The teachers who go to the ordinary summer insti- 
tutes are not prepared to take a graduate course in science or mathe- 
matics. We believe these teachers will be prepared. 

Dr. Waterman. This program allows for individual choices in- 
stead of by groups. The individual teacher can go where he thinks 
he will most profit during the summer. 

Mr. Tuomas. You do not say that im your justifications here. I 
read your justification and I have five question marks after them and 
with a great big “No” written at the top. 

You say this program for initiation in fiscal year 1959 is designed 
to provide further opportunities for secondary school science and 
mathematics teachers to undertake further training according to their 
individual needs at a time when they are not teaching. 

Dr. Waterman. It is the word “individual” here. 

Mr. Tuomas. Does the word “individual” meet the test here? 

Dr. Ketiy. Yes, sir; I would say so. 

Mr. Tuomas. What about the undergraduate, postgraduate, or 
someone looking toward a master of arts degree, where a teacher has a 

21543—58—pt. 125 
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bachelor of arts, or if he only has 2 years of college training? Is 
this to finish it out ? 
Dr. Waterman. It can be an individual need. 
Mr. Tuomas. That makes it awfully difficult and it is quite simple, 
is it not? 
BASIS OF COST ESTIMATE 


Let us put in page 177 at this point. 
(P. 177 follows:) 


Basis of cost estimate.—A study of cost factors in the older programs leads 
to an estimated cost of $1,000 per fellowship-summer, at a total estimated cost 
of $5 million. 





Cost component : Amount 
Stipends and dependency allowances ($125 per week for an 

A CT i i i icici cic meientinnm mg ninins $815 

os be bm inkabesiegiceinaneenigwdt areca $60 
Tuition and fees (to be paid by the National Science Foundation 

St TI UI INI S66 Sainte ch tending meme Rial he me vadclingints tae again gta tied $125 

Average cost per fellow per summer____-~-.--__---_-____-_~ $1, 000 

SU re en erie en ieee 2 500 

SII IIIT IIIT, scssigsccsorciesiomnasegie te-enisen teat inasatanieeeartaneadmaatioiemaminteaiamnaiaians $5, 000, 000 


1 Estimate assumes tenure of an average of 2 summers, or 5,000 fellowship-summers. 


Mr. Tuomas. What is the basis of cost estimate? You say: 


A study of cost factors in the older programs leads to an estimated cost of 
$1,000 per fellowship-summer, at a total estimated cost of $5 million. 


You then go on to say that stipends and dependency allowances 
on the basis of $125 per week for an average of 614 weeks will cost 
$815 ; travel allowance, $60, and soon. 

I have written here, “It seems that the figure is not quite right,” 
but the program should be expanded if possible. After all, isn’t this 
just a part of your regular program ? 

I do not see any difference except in words. Is there any difference 
in the stipends ? 

Dr. Keury. No, sir. The difference is that you allow greater free- 
dom of choice for the teacher to fit his own individual needs. There 
are some teachers who need a few courses in science and mathematics 
to get a masters degree and it would help some of the high school 
teachers to get a doctor of philosophy degree, 

Mr. Tuomas. You do not put them in a straitjacket, do you? 

Dr. Ketiy. No, but there are two functions of the summer institute 
program. One is to give support to the teacher, to give him some 
time to be a scholar and to be brought up to date in his field, and 
also to encourage the colleges and universities to set up special courses 
for him. 


SUMMER STUDY FOR GRADUATE SCIENCE TEACHING ASSISTANTS 


Mr. Tuomas. Let us put page 178 in the record at this point. 


fat Oh tee@ee ot om 26 Oats oe tee fete Oe. 
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or 
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2(a)-1F SumMMerR Stupy PrRoGRAM FOR GRADUATE TEACHING ASSISTANTS IN 
ScIENCE AND MATHEMATICS, $1,600,000 


PROGRAM OBJECTIVES 


This new program is designed to achieve three related objectives : 

1. To enable graduate teaching assistants to devote full time to their own 
studies during the summer months in order to both enhance the quality of their 
own training and hasten the attainment of the higher degree ; 

2. To improve undergraduate instruction by giving special attention to the 
needs of teaching assistants who, as a group, have much of the responsibility 
for undergraduate teaching ; 

3. To rectify an imbalance which currently favors research assistants (as 
compared with teaching assistants) since research assistants are frequently 
better paid and often provided support during the summer as well as during 
the academic year. 

DESCRIPTION OF PROGRAM ACTIVITIES 


Grants would be made directly to colleges and universities for the purpose 
of providing modest summer stipends to teaching assistants. It is contemplated 
that none of the grant money will be directly available to the institution itself. 
The grant, however, does provide an indirect return to the institution since 
it will be used to support the teaching assistants who are actually part-time 
institutional employees. 

Grantee institutions would be expected to devise and administer an appro- 
priate program of training and guidance in college teaching for the teaching 
assistants involved. 

PROGRAM PLANS 


It has long been traditional for many graduate students in science, mathe- 
matics, and engineering to teach laboratory and review (and occasionally lec- 
ture) sections of undergraduate students. This procedure has become an in- 
tegral and necessary part of the instructional activities of virtually every insti- 
tution offering higher degrees. Of all forms of graduate student assistance, 
teaching assistantships affect the largest number of students. 

Typically, teaching assistantships require from 10 to 20 or even more hours 
service per week. Although the benefits derived by both the student and the 
institution are, by and large, very desirable, few teaching assistants find it 
possible to devote more than two-thirds time to their own studies. Thus, the 
teaching assistant usually is delayed in attaining his own educational ends 
and is often less well trained in the formal sense than he might be otherwise. 
Further, because the assistantships require part-time services and seldom pro- 
vide summer support, the most able graduate students are becoming progres- 
sively less interested in teaching assistantships. Nonetheless, because the 
teaching assistantship is vital to the instructional programs of most institutions 
awarding advanced degrees, because undergraduate education suffers when the 
level of competence of teaching assistants is low, and because assistantships are 
an excellent device for recruiting suitable people into the academic profession, 
it is important that ways be found to strengthen this facet of higher education. 

This program is designed to lend that needed support. It will provide the 
means whereby selected teaching assistants can obtain the necessary summer 
support and, by so doing, will to some degree make the assistantships more 
attractive and will produce more good scientists in less time. 

There are approximately 13,000 teaching assistants in science, mathematics, 
and engineering. The judgment as to the proper initial-year coverage is that 
15 percent or 2,000 of these individuals should be provided support, for the 
summer of 1959. 


Mr. Tuomas. I see that the summer study program for graduate 


teacher assistants in science and mathematics is estimated to cost 
$1,600,000, 
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I see that this new program is designed to achieve three related 
objectives : 

1. To enable graduate teaching assistants to devote full time to their own 
studies during the summer months in order to both enhance the quality of their 
own training and hasten the attainment of the higher degree: 

2. To improve undergraduate instruction by giving special attention to the 
needs of teaching assistants who, as a group, have much of the responsibility 
for undergraduate teaching ; 

3. To rectify an imbalance which currently favors research assistants (as 
compared with teaching assistants) since research assistants are frequently 
‘better paid and often provided support during the summer as well as during 
the academic year. 

What is a graduate teaching assistant? Is that one who is going 
to teach and go to school at the same time? 

Dr. Ketxy. Yes, sir. 

Mr. Tuomas. This item No. 3 is a new program, too; is it not? 

Dr. Ketiy. Yes. 

Mr. Tomas, What do you call it? 

Dr. Ketiy. Summer study program for graduate teaching assistants. 

Mr. THomas (reading) : 

There are approximately 13,000 teaching assistants in science, mathematics, 
and engineering. The judgment as to the proper initial year coverage is that 
15 pereent or 2,000 of these individuals should be provided support for the 
summer of 1959. 

The basis of the cost estimate is that at an average estimated cost of 
$800 per student-summer, 2,000 awards will cost approximately $1.6 
million. 

SELECTION OF TEACHING ASSISTANTS 


How are you going to choose these people ? 

Dr. Kexiy. These are going to be chosen as we did in the training 
grants program. Recommendations will be made by the colleges and 
universities. These will be reviewed by panels, perhaps at the Na- 
tional Academy of Science, as we do the regular predoctoral program 
and the awards will be made to the individuals. 

Mr. Tuomas. Chosen by institution? That is not in this justifica- 
tion here. 

Dr. Ketty. Recommended by the institution. 

Dr. Waterman. But the selection is by the-—— 

og Txomas. You would not let the institution suggest to you, would 

you 
' Dr. Waterman. We have to. 

Mr. Tuomas. Why have this institution make this recommendation ? 

Dr. WaTeRMAN. Because we cannot accommodate the total number 
of requests we have. We have to limit this to a certain number. 

Mr. Tuomas. You are a little sour for making the recommendations, 
are you not? 

Dr. WaterMAN. Not just for making the recommendations. When 
these nominees are received 





TEACHER'S PRESERVICE TRAINING PROGRAM 


Mr. Tuomas. Here is a teacher’s preservice training program cov- 
ered on page 180. ‘This is a new program. Is that going to be 800 at 
a cost of $3 million ? 

Mr. Ketiy. Yes, sir. 
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Mr, Tuomas (reading) : 


This now program is designed to produce well-qualified secondary school 
science and mathematics teachers from individuals who would not otherwise 
become teachers and, secondly, to support the development of more effective 
methods of teacher training. 


This is a case of where the old boy who had ability and dropped out, 
you are going to try to get him back in? 

Dr. Ketriy. Yes, sir. 

Mr. Tuomas. I read this and it did not make too much sense to me: 

Although the mechanism that is proposed to carry out the stated objectives is 
to a large extent a combination of the fellowship (individualized) mechanism 
and the institute (institutional) mechanism, it is being included under the fellow- 
ship-program heading because of the great importance attached to the proper 
selection and support of the individual trainees. 

I got lost on that paragraph. 

This next paragraph makes a little sense to me: 


There are now in the labor force many able persons who, after high-school 
graduation, did not enter upon college-level studies either for financial or motiva- 
tional reasons. Provided the necessary financial support were now available, 
many of them would seize upon the opportunity to undertake studies to become 
secondary school science and mathematics teachers. Trainees in this program 
would be drawn from this pool of persons, and selected on a nationally competi- 
tive basis but cooperatively with the grantee institutions. 

You are hunting a lot of trouble there, are you not? 


Special training programs for them would be developed at specially chosen 
academic institutions. At each institution cooperative planning among educa- 
tors, scientists ,and mathematicians would result in a new and specially con- 
structed curriculum. Trainees would undergo training in two phases. The first 
would consist of 2 calendar years of study. 

This would go on for 5 years, would it not ? 

Dr. Ketty. The equivalent of 3 years of actual study. 

Mr. Tuomas. But it would be the equivalent of 3 years normal 
academic study. 

The first would consist of 2 calendar years of study (academic years 1959-60 
and 1960-61) interrupted by only a short summer vacation (c. .f., the Navy 
V-12 program during World War II). This would be the equivalent of 3 normal 
academic years of study. Phase II would consist of 8 additional full summers 
of study (1962, 1963, and 1964) interspersed with 3 academic years of on-the- 
job teaching in high school on provisional certification. At the end of the 
third summer each trainee would have had the equivalent of a full 4 academic 
years of study, would be eligible for a baccalaureate degree and teaching 
certificate and would already have taught 3 years (by the fall of 1964). 

If the old boy has not been to school for some time, and for some 
reason he is bright, yes, you are going to have to plow nine virgin 
fields to get him back into school. What about the ones who are 
already in school? . 

You have somebody in school who is certainly less trouble to 
prepare; is that true? _ , 

Dr. Waterman. This is just one more area we should explore te 
see if we could not get hold of people who could undertake secondary 
school ae When one thinks of those who started out in some 
other line and would like to get back, it represents an interesting 
possibility. We do not feel we should overlook any such pool. We 
do not know how many such people there would be. 

Mr. THomas. Purely guesswork ? 
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Dr. Waterman. Yes; but we would hope that the institutions 
interested would present us with plans whereby they could come 
from their neighborhood. 

Mr. Tuomas. This takes a lot of imagination and brilliance and 
IT must say a lot of work to come up with this kind of an idea. 

en you get all of this together, you may still need a search 
warrant to find these people. 

Dr. Ketty. The institution would find the students. 

Mr. THomas. That is work on somebody’s part, is it not ? 

Dr. Kerry. Yes. 

Mr. Ostertac. How much time could elapse between the time this 
person was unable to obtain his education or training by virtue of 
financial or other reasons, and the time that this program would be 
applicable? In other words, how long could they be out of circula- 
tion in this particular field before you could pick them up again? 

Dr. Waterman. I believe we will keep this quite flexible because we 
want to keep getting all of those that we can. I understand that this 
isashort program. It is not as long a program as required for devel- 
opment of research scientists. Would you not agree, Dr. Kelly? 

Dr. Kerry. Yes. 

Mr. Tomas. It is going to take 3 years as you have it set up? 

Mr. Botanp. It is actually a scholarship. 

Mr. Tuomas. And an expensive one. 

The estimate of $3 million would provide the first year’s cost for a 
continuing 5-year program of 200 trainees only. 

Would $1 million get the job done? 

Dr. WATERMAN. Our estimate is $3 million. 

Mr. Tuomas. For the first year? 

Dr. WATERMAN. Yes. 

Mr. Tuomas. Would $10 million get the job done? 

Dr. Ketiy. That should be 800 trainees. That is a typographical 
error. 

Mr. Tomas. You want me to rub out my word “expensive” and say 
“vood price” ? 

Mr. Botanp. What guaranty is there after they complete their train- 
ing under the scholarship that they are going to teach? 

Dr. Ketry. They are fitted for teaching now. Presumably these 
people may be dissatisfied with what they have been doing, so they will 
prefer this. ; 

Mr. Botanp. That is not a guaranty. 

Mr. THomas. What does that figure out to? 

Dr. Levin. $12,000. 

Mr. Jonas. Does this include living expenses or just for the pay- 
ment of tuition ? 

Dr. Ketriy. This covers it all. 

Mr. Tuomas. Travel and allowances? 

Mr. Jonas. Paid to him and not to the institution ? 

Dr. Kerziy. There are two ways that we can operate this. The 
way that we would suggest at the moment is to run it the way we 


have the academic year institutes. We have had some experience 
with this. 
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Mr. THomas. What he is asking, Doctor, is that you are still going 
to pay salaries and expenses to the chap regardless of whether you go 
into fellowships or to an institute ? 

Dr. Ketry. That is right. 

Mr. THomas. You are still going to pay his allowances, travel, 
stipends, dependency, and so forth ? 

r. Ketuy. That is right. The question here is how do we get 
at the problem of high-school teaching of science and mathematics ? 
There is a severe shortage and the question is one of whether we should 
develop a program to fill the pool of mathematics teachers. 

Mr. Jonas. You do not require them to teach after they are edu- 
cated. Why do you not require these people to sign a contract or 
agree to teach for several years so that you get a return on that? You 
have absolutely no assurance that after you pay this fellow $12,000, 
and give him a free education, that he will ever teach science 1 day. 

Mr. THomas. That is true of all of the programs. 

That is one of their weaknesses. I believe you did have a statement 
in the record 2 or 3 days ago that by choice 67 percent of all of these 
— they choose state publicly and on the record that they want 
to ne work. I believe that is the only thing that you have 
to go by. 

Dr. Ketuiy. The record that we have is the loss of these people is 
less than the average. 

Mr. Jonas. They are already teaching. These people have never 
taught that we are talking about here. 

Dr. Ketiy. That is right. ; 

Mr. Jonas. You do not know that they will ever do so, either. 

Mr. Osrterraa. Is that the difference between the Russian system 
and ours? 

— WaterMAN. That is one of them. The Russians do require 
this. 

Mr. Jonas. I donot think that is the difference. 

Have you considered making them sign a contract ? 

Dr. Kenty. Yes. 

Dr. Waterman. The Board has considered this in connection with 
all of our fellowship programs. 

Mr. Jonas. In connection with this one? 

Dr. Kexxy. I do not know if special consideration has been given. 
General consideration has been given by the Board and our divisional 
committee. We believe that it is in the best interests of science and 
the Nation not to require this. We do know that some people will not 
go on to teaching, but we do not think it is a loss to the United States 
if they go into science. 

Mr. Vursetx. Do you not think, with all of the people who are in- 
terested enough to have stayed in the teaching profession, that you 
can get enough without going overboard and oiies this patch over 
again, which would cost about $8 million? 

Mr. THomas. $10 million. 

Dr. Ketxiy. About that. 

Mr. Voursetx. I would not want to go overboard on this, unless these 
people were compelled to sign up that they wanted to follow a teaching 
profession. I think we had betterdet them drift where they are. 
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BASIS OF ESTIMATE 


Mr. THomas. We will put page 184 in the record at this point. 
(P. 184 follows :) 


Basis of 1959 cost estimate 
Item 


Amount 
1. Stipend and dependency allowance: 
$200 per month times 12 months__________-_-_______ * $2, 400 
$30 per month per dependent___...._._._____________ * 720 
BOO trations ‘tinted BOA isiikviditc odd Sncsemaiernesaions $624, 000 
2. Travel: $50 per trainee times 200 trainees.___._......._._..._..---- $10, 000 
A ii RE: Sede tees ie eee iaae - Boe $60, 000 
4. vernie enn Conte ee be * $75, 000 
Average cost per institution_______.__.________________------- $769, 000 
Wammber* of: AbatitationRe sic is dita das dieabinsni.nseucmaeacstice 4 
ae $3, 000, 000 


1 Consistent with National Science Foundation predoctoral fellowships. 
2 Estimate of average dependents of 2 


® Based on roughly comparable costs in academic year institutes. 


Mr. Jonas. When I was in college we had a provision for free tui- 
tion for teachers. Alla student had to do was sign a contract. to teach 
for 2 years after he got out of college and his tuition was free, granted 
by the State of North Carolina. That was a good many years ago 
and I do not know if they still have that program or not, but I believe 
some States do. Frankly, I do not see any reason why these people 
should not teach if we are going to educate them, if the purpose of 
the program is to develop more teachers—— 

Dr. Ketiy. We will reconsider that problem again. 

Dr. Eckuarpr. Many industrial companies support fellowships. I 
know of not a single instance in which a granting of a fellowship 
has been contingent upon their entering the employ of the company. 
The companies are motivated by the desire to increase the pool of men 
of the kind that they employ and I think this is perhaps pertinent in 
this question. 

Mr. Boranp. I think that is fine, but the companies do it for the 
purpose of getting those people in this particular field. That is not 
the situation that faces us here. The situation that faces us is that 
we lack trained people to train other people in the field. The differ- 
ence is very great and there is a responsibility on the part of the peo- 
ple supported by the Government, who have gone to school for 3 
years, more or less, at Government expense, to get into the teaching 
field and no other field. That is the purpose of the program. We 
are trying to stimulate the teaching profession insofar as sciences and 
mathematics are concerned. There is an absolute responsibility on 
the part of those who go into this kind of a program to give their 
services to the communities and schools that need teachers. That 
does not square at all, with the purposes of why industry does it 
They want to stimulate interest in a given field. Here there is an 
obligation because the problem is to supply teachers who can teach 
others. 

Is that not what we are trying to get ? 

Mr. Waterman. This situation may arise. That is one reason we 
would prefer not to have it in. Suppose a person takes this 3-year 
course and becomes expert in teaching. Industry might offer him a 
job where his job is to teach th® people in industry the subject. 
Industry has a great many of these. 
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Does this mean that he cannot do that? Presumably this is a re- 
uirement that he go into teaching, which means in the regular educa- 
tional system. These people are valuable outside of that. 

The Board’s feeling is that it is a good American custom to count 
on the enthusiasm of the man to do the job that he is prepared to do. 

If we leave him free, then his efforts in this direction will be spon- 
taneous and more successful on the whole than if you bind him. 

Mr. Jonas. I think you are quite right, Doctor, and industry will 
be offering him jobs at higher pay than communities who need his 
services as a teacher can pay him. That is why he will not teach 
but will go into industry. 

Mr. Evins. We are aware of course that we have a precedent ir 
the case of our service academies. The man signs a contract there 
for 4 or 5 years and yet there is not a month that passes but that 
some graduate tries to get out of the service. 

Dr. Levin. The problem is one where—— 

Mr. Evins. I think the purpose of the program, and I think you 
gentlemen would be in favor of the general idea, is that they do not 
want people teaching who do not want to teach. You need dedi- 
cated teachers. Obviously, if you force a man to teach against his 
will and no matter how good he is he is not going to do a good job 
of teaching. 

You want a man who is motivated and dedicated by a desire to teach 
and serve, otherwise he will not be effective. 

Thus, you have to take a chance on a goodly portion of these who 
are willing to teach. 

Mr. Tomas. As ae mentioned earlier with respect to the 
scraping of the bottom of the barrel, I do not believe this is true. 
I have had experiences like this where people have come to me from 
colleges, and in fact one I recall not too long ago, from a college in 
Texas, stating that he had trained students in science so that they 
were perfectly adequate to teach but they did not have the educa- 
tional courses, and so forth, which are required for certification. 
He asked me—this was a year or so ago—could we do anything at 
that time to help these young people who wished to teach and were 
qualified to get into the teaching business ? 

This sort of a program should help these people. 

These are not at the “bottom of the barrel” at all. 

Mr. Botanp. We would not face too much of a problem there. 

You get an awful lot of high-school students who are not able 
to go to college because the cost of college is tremendous. To go 
to a place where you can get good training and the kind of training 
that you need to teach scienec and math and technology is a very 
costly educational process. 

It seems to me that you would be better off by approaching the 
problem from a scholarship-grant viewpoint to high-school students 
of ability so that they will go on to college. I think your chances 
of stimulating interest in the field are a lot better from that angle 
than they would be otherwise. 

Dr. WaterMAN. This is now contained in the Office of Education 
program in all fields, ; 

They anticipate many will want to go into the science field. The 
Foundation has considered this. This is in the best interests of the 
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country to provide scholarships and that is a better way of proceeding 
than to put special emphasis on this other. 

Mr. Botanp. Special emphasis now is in this field. You would 
not have any of these programs at all if you did not have a crying 
lack and need for people, particularly trained people in the sciences 
and technology. 

That has been the crying need and over the years we have had a cry- 
ing need for everything else, but this has transcended all others now, 
and this is what we are trying to get the solution to. 

Mr. Tuomas. Mr. Boland, how are they going to find these students 
and who is going to do the selecting? 

Mr. Bouanp. It would be a lot easier to find them in high schools 
than to search the highways and byways under this particular pro- 

am. 

Mr. Tuomas. You feel it would be easier that way ? 

Mr. Botanp. Yes. 

Dr. Ketty. This program has given us more trouble than any other 
that we have. 

Mr. Tuomas. What do you think this committee has? 

Dr. Ketuy. It is the only program that we have in here to try to 
get new people into the field. Since we have written this up, we have 
had many discussions with competent people on this program and, 
for instance, on page 181 we were emphasizing the preservice training 
program for high-school graduates who did not attend or graduate 
from college. We believe that the emphasis should be on the other 
three as well, especially women who have raised families and should 
be given an opportunity of becoming qualified teachers of high-school 
science. 

On the point of whether they would or would not go into teaching, 
the emphasis is on teaching. They would have to spend at least their 
summers in it under the guidance of competent teachers. It is thus 
all directed toward this rather than scientific training for industry. 

We believe that this program needs further consideration ourselves. 

Mr. Tuomas. Do you want to withdraw it now for further consid- 
eration, or what ? 

Dr. Ketry. I think the question is whether we want to develop a 
program in which we are going to encourage more new people into 
the teaching profession. This is the best idea that has come up 
with us. 

Mr. Waterman. There is another aspect of this. 

I found most people agree with this most heartily and it is one of 
our greatest resources for secondary-school teaching and elementary 
teaching; I refer to women. If more women could be persuaded to 
take courses which would lead them to competence in science teaching 
either in the elementary schools to the degree that it has done, or sec- 
ondary schools, we have a very inviting opportunity. 

Nowadays women more and more would like to have some skill that 
they could use to supplement their husbands’ occupation. Women 
who have raised families very much want something that they can do 
to fall back on and if they could take advantage of a thing like that 
to get up to date in any science they may have studied or specialized 
in to get. the degrees necessary for that purpose, we would have a 
great untapped resource. 
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Mr. Tuomas. Let us all do a little thinking on this. 


TRAINING GRANTS PROGRAM 


We will put pages 185 and 186 in the record at this point. 
(Pp. 185 and 186 follow :) 


2 (a)-1H Trarnine Grants, $5 MILLION 
PROGRAM OBJECTIVES 


This new program is designed to achieve two objectives : 

1. To provide individual support to worthy graduate students through their 
universities and colleges—and by handling the program through the institutions, 
to reach both— 

(a) aclass of students, and 

(bd) a class of institution 
that are not at present provided for adequately in the National Science Founda- 
tion’s predoctoral fellowship program ; and 

2. To offer a needed kind of unrestricted financial support to graduate insti- 
tutions to permit them to strengthen their graduate training programs. 


DESCRIPTION OF PROGRAM ACTIVITIES 


In this program the selection of the recipients of the fellowships would be 
done by the National Science Foundation with the aid of cooperating institutions 
at which the potential stipend holders are (or are to be) studying. Fellowship 
applications will be submitted by eligible students to the participating universi- 
ties, which will review all applications they receive, rate them on the basis of 
ability and submit them (together with the university’s summary recommenda- 
tions) to the National Science Foundation for final action. Screening panels 
would then review these materials as submitted by the universities and, for 
each of its successful applicants, the participating university would be provided 
with funds to cover: 

1. A stipend for each fellow (which may or may not, in a given.case, 
be augmented by the university through its own fellowship, teaching as- 
sistantship or other graduate student support funds) ; 

2. Tuition; and 

3. A supplementary grant for use in improving the graduate science edu- 
cation at the university. 

PROGRAM PLANS 


The design of this program is based on several points. First, the National 
Science Foundation fellowships, as such, do not provide funds to the fellowship 
institution beyond that which it obtains from tuition and fees. The latter 
items represent only a part of the cost to the institution in educating the 
student. Thus, each National Science Foundation fellowship is, to a variable 
extent, a financial drain on the already severely taxed resources of the school. 
In view of increasing costs per student, awards that do not provide an adequate 
measure of relief to the institution can become serious. This point has been 
emphasized in both the final report of the President’s Committee on Education 
Beyond the High School and the American Council on Education’s Background 
for a National Scholarship Policy. Many industrially supported fellowship and 
scholarship programs include supplemental support to the institutions attended 
by students aided by their funds. 

Second, the program is intended to provide real support te both students and 
institutions in such a way that a larger number of schools which have excellent 
potential for growth in academic stature can, in fact, become more effective. As 
a corollary to this second point, a wider distribution of supported students will 
be achieved. 

Third, the administrative features of the program provide for a desirable in- 
volvement of the institutions in the process of seeking out high-caliber graduate 
students who will be eligible for awards. 

Since most of these awards are expected to go to first-year graduate students, 
a program of the magnitude contemplated will make a significant impact on the 
overall problem of increasing the size of our graduate-student population, since 
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1,250 additional graduate students would represent an increase of more than 5 
percent in the number of students currently entering upon graduate study in the 
sciences each year. 

Mr. Tuomas. Page 185 has to do with training —- in the amount 
of $5 million, to provide individual support to the graduate students 
through the universities and colleges. 

That is, a fellow who already has a bachelor of science or a bachelor 
of arts through the universities or colleges—and by oe this pro- 
gram you ought to reach both and you are going to help the college 
and the student ? 

Dr. Ketuy. Yes, sir. 

Mr. Tuomas. Who is going to pick whom here? 

Dr. Ke.uy. This is a program we described earlier, Dr. Waterman 
and I. It is a program to complement the predoctoral fellowship pro- 
gram. The recommendations are to be made by the colleges and uni- 
versities and reviewed by a central group of scientists. 

Mr. Tuomas. The chap who is in “X” institution chooses and then he 
has to go there as long as he participates in the program? 

Dr. Ketry. Yes, sir. 

Mr. Tuomas. I am afraid that it will not be too popular, Doctor. 

Dr. Waterman. It is certainly popular with the colleges and uni- 
versities. It gives them flexibility. 

Mr. Tuomas. Is this for the benefit of the colleges and universities, 
or meme for the use and benefit of the students, too? 

. Ketity. We hope it will be both. 

Mr. Tuomas. This is supposed to offer a needed kind of unrestricted 
financial support to graduate institutions to permit them to 
strengthen their graduate training programs. As to that unre- 
stricted, I would like to be in that serie one time myself. 

In this program the selection of the recipients of the fellowships 
would be done by the National Science Foundation with the aid of 
cooperating institutions of which the potential stipend holders are 
(or are to be) studying. 


BASIS OF COST ESTIMATE 


At this point in the record let us place page 187. 
(The page referred to follows: ) 


Basis of cost estimate 
Item 


Amount 

eines tanh thenn; be as is ai ei week a) aed $2, 000 
Gumeatemce 00 inttitutiesncsiesc hal aa a ds $2, 000 
reel EIR. Ses ease oe a ea $4, 000 
eee WE WIL i Se eis Sha $1, 250 
TURE Cente a isis nn ee A ea $5, 000, 000 


1 The latter amount is somewhat less than the comparable figure in the predoctoral fellow- 
ship program, and is more nearly consistent with the net value of the better teaching 
assistantships; as indicated above, it would be expected that supplementary support to 
the student would be made available by the university in many cases—generally through 
the teaching assistantship mechanism. 


Mr. Tuomas. That is in the amount of $5 million and that is for 
1 year? How many students are you going to have enjoying this $5 
million ? 

Dr. Ketxy. 1,250. 
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Mr. Tuomas. It isa new program ? 

Dr. Ketxy. Yes. 

Mr. Tuomas. How long will it last; 2, 3, or 4 years? 

Dr. Ketiy. They are expected to go primarily to the first-year grad- 
uate students; a program of the magnitude contemplated we hope will 
last long enough to make a significant impact on the overall program. 

Mr. Tuomas. Since the 1,250 additional graduate students would 
represent an increase of more than 5 pereent of the number of students 
currently entering upon graduate studies in the sciences each year, 
what is the difference between this and the regular predoctorial course? 

Dr. Waterman. I would like to stress the paragraph that you read 
on page 185: 

To offer a needed kind of unrestricted financial support to graduate institutions 
to permit them to strengthen their graduate training programs. 

Mr. Tuomas. What is the difference between this and predoctoral? 

Dr. Waterman. This will support regular students who are capable 
graduate—— 

Mr. Tuomas. You do not mean to say the others are incapable, do 
ou? 

r Dr. Waterman. Most of these schools will not be selected by pre- 
doctoral 

Mr. Tuomas. Is this to give advice to the school, a little more money 
than you do under the predoctoral arrangement ? 

Dr. WarerMAN. No, sir; it is to provide opportunities to those who 
wish to hold fellowships and at the same time strengthen the graduate 
students of those institutions. 

Mr. Evins. A double-barrel grant ? 

Dr. WaTerRMAN. Yes. 


Mr. Tuomas. It looks like the biggest barrel is leveled in favor of 
the institution. 


Mr. Jonas. Would you turn to page 186 and read that sentence 
carefully. 


Mr. Tuomas (reading) : 





Thus, each National Science Foundation fellowship is, to a variable extent, 
a financial drain on the already severely taxed resources of the school. 

That is the reason I say it is loaded in favor of the school. 

Mr. Jonas. That is right. That seems to be a concession that we 
are doing damage to these institutions by providing the fellowships. 

Mr. Tuomas. It is double barreled, but the big barrel is loaded in 
favor of the institutions. It seems the secondary thing is the student. 

Dr. Waterman. This is by way of justification of the second item 
on page 187, Mr. Chairman, where assistance is provided to the insti- 
tution so this will not severely tax them. 

Mr. Jonas. How could it severely tax them, Doctor? 

Dr. Waterman. The financial drain has been very well known over 
the years. 

Mr. Jonas. If I go to school I pay tuition and fees and that is all I 
pay to the institution. 

Dr. Waterman. Yes, and as a result the institution has to spend 
about three times the tuition charge to pay the cost of the expenses. 

Mr. Jonas. They can handle so many students. They are not going 
to be able to handle more students simply because we give fellowships. 
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I know it is well known that tuition and fees do not pay the total 
expenses of a college education, but I just do not see where we are 
adding to the burdens of the institutes by giving John Smith a fellow- 
ship to pay his fees and tuition. 

Dr. Waterman. I understand your point of view. The whole point 
is that we desperately need these scientists to be developed at our 
graduate schools, and if they are not coming and the schools cannot 
afford to take them, somebody must see to it that they get their train- 
ing. That is really the major issue here. 

( Brief recess. ) 

Instrrutes Program 


Mr. Tuomas. Gentlemen, let us take a look at the next program. 
At this point put page 188 in the record, dealing with summer in- 
stitutes. 

(The page referred to follows :) 


397 












































000 ‘OTL ‘s+ | 919+ 000 ‘00S ‘Se =| TLL 000 ‘0626 = | - Sat | 989 629 ‘6 eel 
000 ‘006 ‘9+ goe+ | 000 ‘009 ‘TT ggg | 000 ‘009 ‘b lt OSI ‘SIP ‘F le 
000‘000T+ | szi+ | ooomt {oa jo 0 0. 0 
000 ‘092 ‘I+ OLI+ 000 ‘00¢ ‘I 00z 000 ‘0Sz 0g 008 ‘Z9T 1z 
000 ‘099 “b+ Sf 000 ‘000 ‘6 og 000 ‘OSs ‘F ua O88 ‘O92 ‘F 91 
000018 ‘st+ | sos+ | oo0'000'% | orm | O00 06T‘’s | SOI 10s ‘91z ‘9 | 96 
i | - - — _ 
000 ‘oo ‘T+ | O&+ 000 ‘009 ‘I of 0 | 0 0 0 
000 “‘obo¢+ oI+ 000 ‘00S or 0 10 0 0 
000 ‘OSt+ 0o+ 000 ‘0Sz 4 0 0 0 0 
000 ‘OTL ‘T+ 1¢+ 000 ‘000 ‘Z 9g 000 ‘062 G 80 ‘8lz g 
000098 FIS+ | ZIZ+ | 000092 ‘6IS | OE 000 ‘006 ‘FS =| BOT 1 £9 ‘886 “bs 16 
so1n} sojny so7n} so7ny 
yunouly -T}Su] Jo qunoulry -13suqy Jo qunoury -1]8uI jo qunoWLy “138ul Jo 
Jequinyn | Jequinn | JequINN Jequinn 
SS6I J0A0 Eg6I ‘(—) 6961 RS6T L961 
@SBalDep 10 (+-) BSBOIDTT] | IBod [wosy ‘oPVUUITIS| Inot [eosy ‘apBUIT sy IBod [easy ‘Teeny 








“S9T}I[To¥y [OoYoS 


S19YIVE} [0OYIS ABJUAUTO][A 1OJ $99N4!ISUT dO] AJESUT 
--"="“g799B9} [OOYOS YSTY 10} $99NZIISU] GOTAJesSU] 
S1IYIVE} [OOYOS YSTY 10) SoyNgIJsu! sveA OFUIOpPLOY 

:suIBvIZ01d IBIA DTULEPLOY 





*syuBdyjorjied 194989} eZo][oo pey OsTe sayNqIT}sUT OS9Y4 JO F | 





upsboud fig suoynbrqo fo iunmung 


WVaD0Ud SALOALIISNT 


Z—-(¥)S 


sJ0stAsodns jooyos ArejUEUTTe OJ $9INIIYSU] JaUTUIN, 
SUTUTBI} [BOTY Ie} 10] $eINjIYSU] JeUTUIN, 
“---"" $19YoBe} OZe[[09 JO} SeOUsIEJUON JOUTUINgG 
~“S19YOBA} VFaT[[OO 40} S9INGTISU] AoUTUING 
Pee ters s19yoRey JOOYIS YAY 10j $9jNII4SU] JoUTUING 

isureiZo0id Jeuruing 


PIO. 
teq01qNg 


(€) AZ-(8)z 
(2) AZ-(8)Z 
(I) AZ-(B% 
“dz-(8)Z 


at ~~~“ TBJoIQng 

($) V2-(8)z 

(b) V2-(®)Z 

(g) V2-(8)z 

(Z) V2-(8)Z 

(1) Ve-(®)z 
*vz-(8)z 








398 


Mr. TxHomas. Last year there was earmarked for this program 
$9,790,000. This year you raised the ante to $35,500,000, a $25,710,000 
increase. How much of that $9,790,000 did you obligate last year, 
gentlemen ? 

Mr. Suepparp. All but $18,000 of it. 


SUMMARY JUSTIFICATION DATA 


Mr. Tuomas. Insert at this point in the record, pages 189, 190, and 
the table on page 191. 
(The pages referred to follow :) 


2 (a)-2. Institutes program 


ratios, Geant year 1006.0. oo oe a SEL $9, 790, 000 
I MIND INE I oats eatserct apace mn ier rer mn casninidhgieaeate 35, 500, 000 
Scitech a Riper ee Bo Sep si centairennin +25, 710, 000 


IMPORTANCE OF EMPHASIS ON TEACHER TRAINING 


If we are to produce the increasing numbers of scientists, engineers, and tech- 
nicians required by our technological society, it is imperative that our educational 
system be capable of providing high-quality training to larger numbers of students. 
In order to perform this task, we require more and better teachers of science 
and mathematics at all levels of our educational system. 


INCREASED DEMAND FOR TEACHERS 


The limited supply of teachers is one of the critical problems in the total educa- 
tional picture, particularly in view of the anticipated increases in the number of 
students at all educational levels. Projections of high school and college enroll- 
ment reflected in the table below indicate that the need for all types of teachers 
will drastically increase in the next decade. 


Estimated student population—high school and college 


[In millions] 


| Year and enrollment Percentage increase 











Level aia aera en siameadaiiticndilG oi ssicaiialaasie 
1955 1960 1965 1970 1955-65 | 1955-70 
Percent | Percent 
NN ofl atuthgnite 7.4 9.2 12.9 13.5 74 
eo LE 2.8 3.9 4.9 6.0 75 114 
cee 10. 2 13.1 17.8 | 19. 5 | 74 91 


— NS — 
With increasing demand for scientific and technological personnel, there is 
reason to anticipate a commensurate increase in need for teachers of science and 
mathematics. The following table compares the need for engineers, elementary,, 
secondary, and college teachers with the supply estimated to be available in 1960. 
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Estimated need for teachers and engineers, 1960—-Compared with estimated supply * 





{In thousands] 
1954-55 period Needs and supply 
| Need 
Profession Supply, | Graduates, | Estimated 
1954 1955 supply 
Minimum | Maximum 
estimate estimate 
Tees in elementary and secondary 
Deal ee teed at ieee ee eet 1, 202 | 87 1, 391 1, 593 1, 759 
oo in higher educational institutions. 207 | 35 242 279 416 
IR io. en ctincedicdecsubadduedbiene 650 | UP Piavtvancathn 950 





ae Pe 


1 Source: Department of Health, Education, and Welfare report of Ad Hoe Interconstituent Committee 


on Financial cuppa of Teaching and Training, 1955, pp. 31 and 47. Estimates for the engineering pro- 
fession by Henry H. Armsby, Chief for Engineering, O1 a ‘of Education. 


Data on the number of college graduates who completed standard certifica- 
tion requirements to teach high-school science indicate that between 1950 and 
1956 there was a decline from 9,100 to 4,200, or a drop of over 50 percent. 
Further data also indicate that only half of those securing certification actually 
enter the teaching profession. According to estimates of the National Educa- 
tion Association there was a total shortage of about 180,000 qualified elementary- 
and high-school teachers in the United States in the school year 1956-57. Data 
compiled by the association also show teacher shortages in all subject fields of 
mathematies, the physical sciences, and education. In the fact of anticipated 
increases in high school and college enrollments over the next decade, increasing 
emphasis on science, and the accumulated teacher shortages, one of the immedi- 
ate and pressing needs is for the improvement of the quality and effectiveness 
of the teachers who are presently active in the various fields of science. 


Comparison of new high school science teachers needed with number of college graduate- 
trained to teach science 


= completing Numbers Number of 


outer certi- |} who actually} new high Estimated | Cumulative 
Year fication require-| entered j|school science deficit deficit 
ments to teach teaching teachers since 1950 
high-school needed 
science 








1950. - ..- 9, 100 4, 550 4, 600 —50 0 
WOR. Jodd ins. inc deddcsakeise 5, 400 2, 700 5, 600 —2, 900 —2, £50 
Ee Se sbeceety-secerrh)-eshren 3, 600 1, 800 7, 900 —5, 100 —8, 050 
1956 ‘ $ Sei 4, 200 2, 100 8, 300 —6, 200 —14, 250 





Mr. Tuomas. Reading these two paragraphs, gentlemen : 


If we are to produce the increasing number of scientists, engineers, and tech- 
nicians required by our technological society, it is imperative that our educa- 


tional system be capable of providing high quality training to large numbers of 
students. 


ESTIMATED STUDENT POPULATION 


The student population in high schools and colleges is estimated 
in the millions. Think of that. High schools, 1955, 7,400,000; in 
1960, a year from now, 9,200,000. Those figures are quite ‘interesting. 
College, 1955, 2,800 ,000. That will j jump to 6 million in 1970. 

On what do you base those figures? Whose figures are they? 
How did you arrive at them? Why the increase? 


21543—-58—pt. 1——--26 
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Dr. Ketiy. The great increase in birthrate after the depression. 
These children are Semis born and we know the proportion of them 
who do go into college. 

Mr. Tomas. So the war babies are yet to come in to the picture. 
These are the depression babies. When do the war babies come in? 

Dr. Kerry. 1963, 

Mr. Tuomas. How much are you going to add to these percentage 
increases around 1965? The first 1 in high school from 1955 to 1965 
is 74 percent, from 1955 to 1970 it goes to 82 percent. For the col- 
leges, from 1955 to 1956, 75 percent; and from 1955 to 1970, it is 114 
em You have two influxes—the depression and the war. Cor- 
rect 

Dr. Ketxiy. Yes, sir. 

Mr. Yates. What did you say was the basis of these figures ? 

Dr. Ketty. The census figures on birthrates. 

Mr. Yates, Percentages of students who go to college? 

Dr. Ketty. That is right. This percentage is increasing. That is 
reflected in these figures, 

Mr. Yates. Are these conservative figures? Is there a possibility 
that more students may want to go to college as a result of the em- 
phasis we are beginning to place on further education ? 

Dr. Ketty. That is a good point. We agree with you. These are 
conservative in that . 

Dr. Waterman. They are an extrapolation or extension of the curve 
which we know. To the extent that people demand more education, 
this will be even higher. 


ESTIMATED NEED FOR TEACHERS 


Mr. Tuomas. Look at the table on page 190. Teachers in elemen- 
tary schools, 1,202,000. That is the supply in 1954. You will graduate 
87,000. Estimated supply, 1,391,000. The need is 1,593,000. So you 
are short right there 200,000. 

Mr. Yates. Is that current? 

Mr. Tuomas. The supply of teachers in higher educational institu- 
tions is 242,000 for the 1954-55 period, and the minimum estimate of 
need is 279,000. I have a note up here: “Who made these figures?” 

Dr. Waterman. The source is at the bottom of the page, Mr. 
Chairman. 

oe Tuomas. Department of Health, ceca and aaa 

r. Reporter, here is a good paragraph on page 192. Will you put 
that in the record? [Reading:] . Paes 


Studies indicate that of 70,000 high-school science teachers, only one-half of 
them majored in the subject they teach and almost 25 percent have only 1 college 
course in the subject. 


(The page referred to follows :) 


QUALIFICATIONS OF PRESENT TEACHERS NEED IMPROVEMENT 


Studies indicate that of 70,000 high school science teachers, only one-half 
of them majored in the subject they teach and almost 25 percent have only one 
college course in the subject. There are an additonal 90,000 teachers—teaching 
mathematics and junior high school science—to whom essentially the same state- 
ment would be applicable. A legislative study group in one of the Middle At- 
lantic States, charged with investigating shortages of scientists and engineers, 
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found that of 1,402 teachers teaching one or more science courses in public schools 
of the State, only 335 were fully qualified. This lack of adequate training has left 
these teachers ill prepared for the enormous task of adequately satisfying the 
desire for knowledge of the ever-increasing number of students in our schools 
and colleges. Most of these teachers are out of touch with current developments 
in their specialty, and with the latest instructional ideas and materials. 

One of the factors most often mentioned by scientists as a decisive basis of 
career selection is the influence of a particular teacher. Teachers obviously 
exert tremendous influence on developing students, and—depending on their 
ability to impart knowledge—they may either stimulate or discourage such stu- 
dents. Teachers are also in a position to counsel students and guide their courses 
of study. Teachers with a thorough understanding of science and of the activi- 
ties of working scientists can be extremely effective in leading capable young 
people into scientific careers. Teachers, more than all other factors combined, 
determine the quality of instruction. 


ROLE OF NSF INSTITUTES IN TEACHER TRAINING 


The institute programs represent one of the Foundation’s major efforts to 
improve science and mathematics teaching in our country. During the past few 
years there has been increasing awareness of the need for more effective instruc- 
tion in science and mathematics at all levels of our educational system. This 
awareness has been heightened by an apparently increasing shortage of certain 
eategories of scientific and technical personnel. Many observers feel that this 
situation is due—in part, at least—to the fact that our educational system not 
only is suffering from a shortage of science and mathematics teachers but also 
is operating below its potential because there are too many inadequately trained 
teachers in our schools. 


Mr. Yares. Mr. Chairman, I think you left out a very significant 
statement on page 190 below that chart. 

Mr. Tuomas. The whole page is in the record. But read it out 
loud. 

Mr. Yates (reading) : 

Data on the number of college graduates who completed standard certifica- 
tion requirements to teach high-school science indicate that between 1950 
and 1956 there was a decline from 9,100 to 4,200, or a drop of over 50 percent. 

Mr. Tuomas. That isin the record. 

Dr. WaTerRMAN. The next sentence is important. 

Mr. Yares (reading) : 

Further data also indicate that only half of those securing certification actu- 
ally enter the teaching profession. 

Weare not getting the teachers we need. 

Mr. Tuomas. Let us get some more of this dose of bad news here. 
Let me continue this: 

There are an additional 90,000 teachers—teaching mathematics and junior 


or high-school science—to whom essentially the same statement would be 
applicable. 


This is not very flattering, is it ? 


A legislative study group in one of the Middle Atlantic States, charged with 
investigating shortages of scientists and engineers, found that of 1,402 teachers 
teaching 1 or more science courses in public schools of the State, only 335 were 
fully qualified. 


SUMMARY OF INSTITUTES PROGRAMS 


Mr. Reporter, put this table in the record on page 193. This is a 
summary of the institutes programs. 
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Summary of all institutes programs by fiscal year and type of program 





























| Summer Academic year In service Total institutes 
| institutes! imstitutes 2 institutes + 
Fiscal year Academie|__ 
year 
Num-| Partici- | Num-/} Partici- | Num-| Partici- | Num-| Partici- 
ber pants ber pants ber pants ber pants 
can. 1953-54 | 2 ee ence 2 42 
1954:_- ; 1954-55. | 4 Wee SBE: UN eh a 4 97 
| Se seeees S  me 11 NB i333 ll ie ches tctna uses li 345. 
ae 6bikse thse etedcu 1956-57 | 25 1, 133 2 95 2 90 29 1, 318 
1957 : ----...| 1067-58 z 858 16 775 21 635 133 6, 268 
NI tai pet arith, Soceisecmctagin oe 1958-59 108 5, 450 17 800 30 800 155 7, 050 
1959: 
Regular programs..._.| 1959-60 | 360 | '! 17,800 30 1, 500 200 5, 000 590 24, 300 
New programs.___.__- 1959-60 0 148 Be Be 150 5, 000 210 7, 900: 
een 6 SiS eri } 4% 20, 700 30 1, 5300 350 10, 000 800 32, 200. 
——————— 5 














Roca wenres Je--oe-o--- | 666 | 32,625| 65} 3,170 408 | 11, 525 | 1,134 | 47,320 








1 Includes both college and high school teachers. 

? High school teachers only. 

3 Includes high schoo] teachers only, except in 1959 when elementary school teaehers are included. 
* Includes teachers in technical schools and elementary school supervisors. 

Mr. Tuomas. Page 194. You plan 800 institutes for 32,000 
teachers; is that correct / 

How many did you have? Let us turn back to the table. For 
1955-56 you had 11 institutes; is that correct 

Dr. Ketry. Yes, sir. 

Mr. Tuomas. And 345 students participating? 

Dr. WaTeRMAN. Yes, sir. 

Mr. THomas. For 1957-58 you had 96 institutes with 4,858 students. 

Dr, Waterman . The total number of institutes is 133 in the last 
column, Mr. Chairman. Ninety-six were the summer institutes of 
that particular kind. 

Mr. Tuomas. I am talking about summer institutes. 

Dr. Waterman. That is right. 

Mr. Tromas. In 1958-59, you have 108, with 5,450 participants. 
This is summer institutes lasting from 5 to 8 weeks. You have the 
full academic year institutes, which you are beginning—— 

Dr. Waterman. The first year is 1956 there. 

Mr. Ketiy. This is the second year of operation. 

Mr. Tuomas. For 1956 you have 95 participants. In all your pro- 
grams, summer institutes, academic year, and in-service, your 3 pro- 
grams, you will have for 1959 a total of how many participants; 
47,320? Iam speaking of all programs now. 

There are 3 different p1 ograms summarized on page 193. 

Dr. Waterman. The line marked “Totals” are cumulative totals of 
the entire figures. 

Mr. THomas. Are they cumulative for all years and not for a 
particular year? 

Dr. Waterman. Yes, sir. 

Mr. Tromas. For 1959-60 the number of participants is 20,700, 
with 420 institutes for the summer course. For the academic year 
you will have 30 institutes and 1,500 students. For the inservice 
institutes you will have 350 institutes for 10,000 students. That will 


403 


give you a total of 800 institutes and a total of 32,200 students, is 
that correct ? 


Dr. WatrerMAN. That is correct. 


SUMMER PROGRAMS 


Mr. Tuomas. Let us look at the big program, $24 million, on page 
197. 
Mr. Luton. Mr. Chairman, you will find at the bottom of page 
197 the information you were looking for on the length of these in- 
stitutes. 
Mr. THomas (reading) : 


The 5 summer programs described in the sections immediately following include 
2 established and 8 proposed activities. * * * 


In other words, you have three new ones? 

Mr. Ketty. Yes, sir. 

Mr. Tuomas. All of the institutes cost $25 million ? 

Mr. Luton. Yes. 

Mr. Tuomas. How much money are you going to spend on the 
old, regular, established one? 

Mr. Suepparp. $21,750,000. 

Mr. Tuomas. Or is it-$19,750? 

Mr. Sueprarp. No, sir. You have to add the next figure, the sum- 
mer institutes for college teachers. 

Mr. Tuomas. You have had that all along, too. But for the high 
school teachers you jumped from $4,900,000 in 1958 to $19,750,000 in 
1959. Is that correct? 

Mr. Suepparp. Yes, sir. 

Mr. Tuomas. Over a 300-percent increase. 

Dr. Ketxy. That is correct. 


PUBLIC REACTION TO PROGRAM 


Mr. Tuomas. You mention public reaction here. I read this and 
and you quoted from the Washington Star. You devoted quite a bit 
of space here to newspapers. Briefly tell us what the reaction of the 
country is to it. How is the program doing? What do the teachers 
think of it? 

Dr. Ketty. We have had several reports on this, one by our own 
staff, our divisional committee, and in some cases, the Board. We 
visited the summer institutes, and also we had a contract with Science 
Research Associates to make an independent evaluation of these. All 
of these come out very enthusiastic in that it does give the teachers 
an opportunity to become scholars again and increase their subject 
matter knowledge. 

The evidence we have on this study of the influence of the teacher 
after he goes back to the school seems to indicate that the teacher is 
a more effective teacher in getting science and mathematics over to 
the students, and he is a greater influence in the home community 
after he returns. 


FOUNDATION SUPPORT TO SUMMER INSTITUTES 
Mr. Tuomas. Mr. Reporter, put page 203 in the record. 
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FouNpDATION Support TO SUMMER INSTITUTES 


The basic (maximum) financial support to participants, whether high school 
or college, is expected to remain the same in fiscal year 1959 as in fiscal years 
1957 and 1958—a stipend of $75 per week (maximum) to participating teachers, 
plus $15 per week for each dependent (to a maximum of four). A travel allow- 
ance equal to a single round trip at the rate of 4 cents per mile from the partici- 
paprt’s home to the institute is also made available to participants. Tuition and 
other fees are paid the university or college from the Foundation grant. All 
operational costs directly attributable to the institute—and not covered by the 
tuition and fee charges—are also paid by the Foundation. 


PROGRAM LEVELS, FISCAL YEAR 1959 


It is proposed that in fiscal year 1959 a grand total of 420 institutes training 
20,700 teachers will be supported. Of this total, 360 institutes will be regular 
institutes for high school and college teachers, training about 16,000 high school 
and 1,800 college teachers of science and mathematics. The 16,000 high school 
science and mathematics teachers to be trained represent 10 percent of the 
estimated total eligible number of teachers, and the 1,800 college mathematics 
and science teachers represent 4.5 percent of the total eligible number of teachers. 


Mr. Tuomas (reading) : 


FOUNDATION Support TO SUMMER INSTITUTES 


The basic (maximum) financial support to participants, whether high school 
or college, is expected to remain the same in fiscal year 1959 as in fiscal years 
1957 and 1958—a stipend of $75 per week (maximum) to participating teachers, 
plus $15 per week for each dependent (to a maximum of 4). A travel allowance 
equal to a single round trip at the rate of 4 cents per mile from the participant’s 
home to the institute is also made available to participants. Tuition and other 
fees are paid the university or college from the Foundation grant. All opera- 
tional costs directly attributable to the institute—and not covered by the tuition 
and fee charges—are also paid by the Foundation. 

It is proposed that in fiscal year 1959 a total of 420 institutes— 


will be held. We already have that in the record. 


LOCATION OF SUMMER INSTITUTES 


What about this next table? Can we break this down and put in 
the table by States? You have it set out as a table by States and 
by subjects—astronomy, biology, chemistry, general science, mathe- 
matics, physics, and so forth. Can you condense this table by States 
and the number of participants according to States or, if you like, 
you might put down the name of the college in the State and the 
number in each college in each State. Can you do that? 

Mr. Ketuy. Yes, sir. 

Mr. Tuomas. In other words, leave out the subject matter. 

(The information requested follows :) 
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SumMeEr InstiruTEs For SciENcE AND MaTHEMATICs TEACHERS, 


Summers 1957 anp 1958 


Distribution by States, institutions, and number of participants supported by the 


National Science Foundation 


Host institution 


Alabama: 
DEIN UGE ods cksisccocdectnccsctecsgcbbesweseeneesssenseiasaeeee 
Alabama, University of 
Tusk Institute 

Alaska: A 

Arizona: 
BENE BIN Conia enn nnn oncdenwasabianntabnssastieeee dee 
BPO, “UME VONG Gliinas 0 a5 55550 3dk 5 Se ccthessee bhai 3 stsbeilewtkoendeee 

Arkansas: Arkansas, University of 

California: 

California, University of (Berkeley) 

California, University of (Los Angeles 
California, University of, Medical School (Los Angeles) - -.. 
Claremont CO iiscan inne siSSeeaest sesh sobs 6s hhSSs30085+555555ceeeee 
Gath, Fee aie Clinic tiki nb akhbbeenssensnennsecstuseshoemeiene 
Southern California, University of 

Colorado: 

CORES WONOD, oo itintinacnccksthabhnnnnddiebncdhnnibaennn te hibiiataeaed 
IS, oninntnind ps tuismanisdanniodacsepiins dnialieeaintemmiia tinal 
Colorado, University of 


2, University of 


ee emma + cere ee wens ce nce seen sees eceeneeseeeseesesess 








Connecticut: 
Connecticut, University of 
PEI CI WORGD aa 30 oie sehen ices i5ec5e5n5ssessinisseeeseneaneeen 

Delaware: Delaware, University of 

District of Columbia: 

Aust Unive ~ 5 -cnndcesnca nace th tesstacccconcadsicnvssciessacieapes 
Brera er mnweme os os c= ce ce tc cs ce Soe cesses ccc ss casnttecesqcens 

Florida: Florida State University 

Georgia: 

Atlanta University -- 
Georgia, University iiss conan vits suck sks uanaunsankssemebeieunibael 

Hawaii: Hawaii, University of-- 

Idaho: Idaho, University of 

Illinois: 

Chicago, University of 
Tilinois, ‘University oe 
Illinois Wesleyan U niversity_ 

Indiana: 

Indiana University 


WD ist een ncccanihe tate taste eiiecpindial 
Netre Dame, Univeraliyy 6. .2 oc one cok secen se sk te scnasnssnensscncsasaqaqane 
Prrdind Unlweelty sxc ase cce ccci ccc ccccsccsccscusacccesancasccccanaeeeucas 
Iowa: 


Dee WaAVONOIRY « a sands cccnedcdkccccnnesccaccecccenicscsssasccsscssskeeeees 

Iowa State College (Ames) --....-.-----.- 

Iowa State Teachers College...--.-----.- 

State University of Iowa 
Kansas: 

Kansas State Teachers College 

Bs, COON oie ici etnene a mereectin rndniogiods ings edne ihn nepali aad 
Kentucky: 'M urray State College 
Louisiana: 

DRarG Glen ee «ss ctikecccactcsesccccsasscssendasdesnsesseshasccessascese 

Louisiana State University 


am Te Gael anne concen ee 


Bowdoin College 
Colby College 
Maryland: 
Maryland, University of 
Morgan State College - --_- 
Massachusetts: 
Bea VS - CVO oc cncnessascnetsccncsssscennstssccttacedionéneccoupdaas 
Massachusetts, University of 
Tufts University 
Williams College. 
Worcester Polytechnic Institute 


See footnotes at end of table, p. 407. 


Number of National 
Science Foundation- 
supported partici- 


pants 


1957 











1958 


S8e& Sse 


& SBS FRaS 








ee RRA AIC ALTE ELI 





a Nie hme NE Rt pee 


— 





RT 


eens a eee 
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Distribution by¥States, institutions, and number of participants supported by the 


National Science Foundation—Continued 





Host institution 


Michigan: 
CI INN oa ons eh og do, ee bai sheameneeniitabes 
Northern Michigan College - ---_--_-- 
Soo... tt ne akan adgnacmeescucmmnekesesacnd 
an nccenagiddasosaenentqntcundsunesababe 

Minnesota: 

a. ob ce temaehsreaniammeaededamnsaed 
Minnesota, Univ ersity og en rn as kee 
Minnesota.- University of (Minneapolis) 
Minnesota, University of (Minneapolis) 

Mississippi: Mississippi, University of 

Missouri: 

Missouri School of Mines and nceeeied 
Missouri, University of 
St. Louis University 

Montana: 

— State College 





Montana State University a 
LLL LLL ALLL LL OPI LE HE IS 





Number of National 
Science Foundation- 
supported partici- 


pants 


1957 











New Hampshire: New Hampshire, University of..............-.-.-------------- 43 
a OS Sn ese seneeucuienesbccumessoue 28 
New Mexico: 
Diss eeeeton beaeilemds University... nine nese wenn san anne 57 
a heen anhae momaisill 21 
New York: 
Ne i ilicbanpeawoebnits seman «ue anh ational 
ek ae tices baientinpiie eed aliebnnainy 56 
Clarkson I ET . nvmns seuednesamenessecentreboemrim 52 
Columbia University Teachers ea spe esc aaenncbone 59 
IS oo Sh ak, aide Sik keane 5D 
ie had, cn oc ciebddgumecuhdenboadueun sete giuiegel 145 
re Pe... casesepewasbesconune siadebemhes 50 
nS OE oe, Be Sua cdbdbabenccdesbnestusetsbes 52 
State University Teachers College (Oneonta) ..................-..-.....-.... 35 
a he dh cen cin ceed ena amesitindnt dim bieenteeanidel 86 
et a ss odoin biietdbinamedhiobernimenie s waiianed ano seen iirehaien 
North Carolina: 
en > ee to petlidia oe osamaauootaee sama inddire mene edabiedaly = | 
et ci iaenenapeniil 62 
—_ Ree, TMAVORUNLY G8 so. 255s cs cei pectsmnnsetseccecugneesen S 
= Debota: Den Pn SRUUNSIET OE... 5. cana nbincen kgbustwne-bddaceces 53 
0: 
one neces weubeneohseeeradsho en tb eenaba> <bitik 
Casé Institute of Téchnology a lca 
ED eee oe cele cu sonmncabestesanuinkderakt ade. 59 
Oberlin Collen i | set cn eh tebe he aaseeescaccul sempounete 
es ce canee ieee nneat tae 53 
Ohio Weleen Pe. nul a Robbe adda aeeeean nd 53 
Oklahoma: 
Oklahoma State anes NOE ccd ch acthabneatadleabesenadsing nana 50 
NR ee ee ee ee ae 58 
Oregon: 
ES ood se ineweniepanesensesadueeehed ih sett | 
ee ee ann nddeemnaliensapeetiaiion | 124 
ee. cnc wgnebcsemaoenanquetadienebeanknens cre la Csieeuieene 
Pennsylvania: 
Ee ons... Manmncéactnseineandhtehaddinmmelhiaaddambatntae 30 
os 2 os ae adh alain eaiieieesGebeawe ehaned 59 
CD SS Ss so ae ew tile eeweeahenene al enn 
sa sg ile ens eamnsa a har ehd aang uethinapaainenseel 
IN: STINE OG. cancicunkésmecennaassaueesnexdvnensssendele 61 
Puerto Rico: 
re 2 lCS BOO. 6. o ncecnmdanvasucceddnssocdsancwtu cues 44 
EE. a esiadepenseusinabwcneuunea’ banedewdendos } 
ee eee OS SE eae ee ee ae ree 
rs ieee ebeemtavendibeserbhbbensbacebaten vn stilly Mahia tte 
South Dakota: | 
NA DOR ASCUOe ANNE 6 n-ne enn en cen rncecapeconnnnceeeneasnssnuebhseg | 40 | 
Cam NUEE GE CODINEEE BIIOOD 0 oon cc cc ccceencwcncnccavcsscceecsce ' 52 


See footnotes at end of table, p. 407. 
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Distribution by States, institutions, and number of participants supported by the 
National Science Foundation—Continued 





Number of National 
Science Foundation- 









Host institution supported partici- 
pants 
1957 1958 
Tennessee: 
eR oe SEONNS GE TUGEIIET DONNNG. i oichickg nnkb scopes qewign~aqeeacess 48 = 
US TES HIE 5 oe onc errr oetngrs bdecdo ep gncathassuatalans nage 50 
Teooninn: Taewenee 68s a. 5k as ch i ca bh i enneh dda dldee~ ce SR. cccculs 
Texas: 
RE RON oS, ci cnc ccncudgacungtalghostieetulinhend apcemmgioatenins 57 60 
Howard Pa Ns Sr hank 2 oe ee Gil se .nelindieae 45 
Southern Methodist University. ......-...-.-----..-.------------ Sie netiee ie 31 40 
Stephen ¥>wustin State College...............-.---------.-..------.-------- 50 45 
Te AE OEE. hE oc nrrter euininarnhnatte encerirestybote=pyo tts Ci ikesedsdaa 
Utah: 
Bisteteesn Waaiat Uenivetey .. ..n< <nsisin tanindibtn. b Seabee dhtnded ts tachi +i 20 
Trees ene er CRD 8 nbc ntti cnn ae cn cng edtpenede- nas ae fede=ceadiean 
‘Vigan: Dileureat een ak 8s hl Lad. ks 52 45 
Virgimia: 
ane Wy ONS UID oe cca nk ot ela scm wud cc deembacewsodan al 54 45 
be eee eee ee 45 
Washington: 
Eeete Coltess of Watamgneeh: 5s ok hdd Sci ie dda efi oe ode 45 
REE MS CD eines 
West Virginia: 
RR FAN iis in Sib nccsinth tiem dn oh nb=blebh bob btn tinln<$ biases bed Si bode nn 
West Virginia University__.............--. ceciccetbivhiscisnucelihsebvcdedewes ogee hen 45 
Wisconsin: 
ND WIORNEIEN oo 3.5 oon erase ccnntnncdtnaaseeees ecerbabbeltehinscienrensnnas 45 
ens Coe nn oon ses siee ; 35 
Wisconsin, University of 50 
Wyoming: 
Wyoming, University of 55 
TPO. « vpincctiin adpatbecidetirnmegiiis an ttetien nam adineintatabem dagen aaa ain ime calla 45 





( ) Indicates high schoo! and college teacher participants. 
1 Indicates college teacher participants. 
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SELECTION OF TEACHERS 


Mr. Tuomas. I tried to go through this table but I got a little bleary- 
eyed looking at these X’s. When you put figures to it, how does it 
look by States? Are 1 or 2 States hogging the show, or is there an 
equal distribution here? What does the law say as to how you pick 
these teachers? How do you select them ? 

Dr. Ketry. We select them on the basis of originality of the pro- 
posal and ability to get the scientists and teachers together working 
on the problem, and that they do emphasize solely science and 
mathematics. 

Mr. Tomas. Who does the picking ? 

Dr. Ketiy. A panel which we select, the recommendations of the 
panels. We ask for recommendations from the various professional 
and scientific societies and other organizations. We have them meet 
here in Washington to go over these proposals. 

Mr. Tuomas. Here is X teacher in Illinois who wants to go to an 
institute in a nearby school in an adjoining State or any other State. 
How does she get in ? 

Dr. Ketiy. She applies to that school. We select from among the 
proposals. 

Mr. Tuomas. You mean she applies to a school of her choice? 

Dr. Keuiy. Yes, sir. 

Dr. Waterman. Which has this program. 

Dr. Kerry. Yes. 

Mr. Tuomas. What publicity are you giving to it? How do the 
teachers find out what school has the program ? 

Dr. Ketuy. We have various mechanisms for this. One is to put 
articles—— 

Mr. Tuomas. After all, then, the colleges select their own students. 

Dr. Ketty. Yes, sir. 

Mr. Tuomas. How much do you pay the colleges for this work per 
student for a 6-week course, say ? 

Dr. Ketiy. We have that broken down. 

Dr. Waterman. That is in the administrative cost of each program. 

Mr. Tuomas. The breakdown we have on it is pretty unsatisfactory. 

Mr. Jonas. If you will permit me to interrupt, it will surprise 
you if you will read from this report about how much they pay the 
institutions in addition to the scholarships. 

Dr. WATERMAN. That is on research, is it not? 

Mr. Jonas. No. 

Mr. Tuomas. We were trying to find out what the cost was this 
morning, and we never did find out. 

Mr. Jonas. It is set out in the report. 

Dr. Ketiey. We have a breakdown here, Mr. Chairman, if you will 
call on Dr. Dees to report on it. 

Mr. Tuomas. Give it to us right quick, Doctor. 

Dr. Drrs. These are estimates 

Mr. Tuomas. The best estimate we had was that you had 50 teach- 
ers and it cost $62,000 for 50 teachers for a period of 6 or 614 weeks. 
That was about the nearest breakdown we could get. 

Dr. Dees. I have now computed this on the basis of our estimates 
for 1959, $61,750 per institute, average cost per participant, $1,235. 

Mr. Tuomas. For 6 or 7 weeks. 
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Dr. Ders. An average of eight weeks. 

Mr. Tuomas. Go ahead. 

Dr. Ders. That is our assumption here. We assume 214 depend- 
ents, which from our experience would be $37.50, a stipend of $75 
per week, or $112 per week; $787.50 for the institute, $50. average 
travel, $830 

Mr. Tuomas. Of that $1,200, how much does the college get? 

Dr. Dees. $397.50. 

Mr. Tuomas. We used a figure in our first discussion of $400, and 
we raised the point if that teacher wanted to go to that same college 
on his own, it would not cost him $400. We are rehashing what is 
already in the record. Why should the Government pay a little bit 
more than the individual would pay if he went on his own? 

Dr. Ketiy. We want to encourage the colleges and universities to 
set up special subject matter programs. 

Mr. Tuomas. We have already gone into that once, and it does not 
add anything. 

Dr. WaArterMAN. It being in the summer, they have to open their 
buildings and administer the thing in a little different way than they 
would during the year when they were ordinarily open. 

Mr. Tuomas. Doctor, if they go for a full year, that same thing 
applies. You pay more for a full year’s course than the same teacher 
would pay if he went for a full year on his own. Is that not right? 

Mr. Jonas. You would not set up one of these summer programs at 
an institution that does not have a regular summer school, would you? 

Dr. WarerMAN. Yes, sir, indeed, if they are willing to set it u 
for that purpose. This is not like their regular summer school at a 
in many cases. 

Mr. Jonas. The buildings and the faculty and the utilities and all 
the other things they use for summer schools are the same. 

Dr. WATERMAN. That is true, but they need not have a summer 
school to do this. They may well do so. 

Mr. Evins. Mr. Chairman, these tables only show the types of 
fields of study, types of courses, but do not show the number of stu- 
dents in the different colleges. Do you have those figures? Could 
you supply those also? 

Dr. Ketty. Yes, sir. That is the figure of 50 average. They are 
almost all 50. We will put the exact number in the record, Mr. Evins 

(Off the record.) 

Dr. WarerMan. Here is another point, Mr. Chairman. One of 
the reasons why these summer institutes have been so successful is 
that we have found if we invite 1 or 2 research people in the field 
who are articulate and can talk about modern progress in the sub- 
ject, the teachers take this up with great enthusiasm because it gives 
them up-to-date information which they can use with their classes. 

In these cases it is generally found that these must be taken from 
some institution and brought there. So in the expense to the in- 
stitution is the arrangement made to pay these research people for 
coming to the institution. 

T do not know the particular circumstances of which you speak, but 
it does happen, occasionally, that we invite especially gifted research 
people to attend the summer institute from some other place, and 
then the cost of the administration is increased by their pay. These 
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are not students, but are really instructors, you might say, faculty 
members. 


SpeciaL Prosectrs in Scrence Epucation ProGRAM 


Mr. Tomas. Gentlemen, let us take a look at your program for 
special projects in science education, $11,500,000. 

Put page 232 in the record. 

(The page referred to follows :) 


2(a)-8. Special projects in science education program—Summary of obligations 





} 





2(a)-3A. Student programs: 


(1) Visiting scientists____- We $110, 700 | $100, 000 $600,000 | +8500, 000 
(2) Tose science libraries, secondary | j 


by program 
| Actual, | Estimate, Estimate, | Increase (+) 
| fiscal year fiscal year fiscal year | or decrease 
1957 1958 1959 | (—), 1959 
over 1958 
| 


j | 
Shy do bunks Beek uen gs Lokelad 179, 060 | 100, 000 | 500, 000 +400, 000 
(3) Traveling science demonstration lec- | 

SER Weta siedithne > «oo 115, 8€0 | 100, 000 1, 600,000 | +1, 500,000 

(4) = finds and student science 
Dreier elites tite esis 29, 200 100, 000 | 400, 000 +300, 000 

(5) secondary: ichool, ” student- training 
a te a ee 0 30, 000 1, 600, 000 +1, 570, 000 


(6) Uhdereraduate laboratory training | 
program Rid ne EE Smal otsel 0 0 1, 800, 000 +1, 800, 000 
(7) Undergraduate. science- training insti- 
I sci. cu -224_-c. 0 0| 2,000,000 | +2,000, 000 
(8) State academies of science. ......-..--- 12, 100 25, 000 | 800, 000 +775, 000 
(9) Career information __--_.........._.-- 14,7 20, 000 | 200, 000 +180, 000 
(10) Cooperative college-school program | 
for high ability secondary-school | 


























Quer Saisie ee E: 0 0 2, 000, 000 _ +2 000, 000 
se netons 461, 560 | 475, 000 | 11, 500, 000° _+11, 025, 000 
2 (a)-3B. Teacher-improvement programs: f ls <7 
(1) capeenee training. ...............| 226, 625 150, 000 400, 000 +250, 000 
4 Laboratory training of teachers_-_....... | 0 0 1, 000, 000 +1, 000, 000 
3) Teacher self-improvement program... __. 0 30, 000 1, 000, 000 +970, 000 
(4) University-associated small college pro- | 
i ail | 0) 0 1, 000, 000 -+-1,.000, 000 
Tie Bh Be cnt hesnntl 226, 625 | 180, 000 3, 400, 000 +3, bpd 
2 (a)-3C. Special field institutes............... 0 | 0 | 500, 000 +500; 000 
UE Screg USED ral. LS 688, 185 656, 000 15, 400, 000 | | +14, 745, 000 








Mr. Tuomas. You have 10 subprograms here. This is new, is it 
not ? 

Dr. Ketiy. Some of them are new, and some are old. 

Mr. Tuomas. You have three new ones; undergraduate laboratory 
training, undergraduate science training, and cooperative college- 
school programs. You have about $5.8 million of brandnew projects, 
is that correct, out of the $11,500,000 ? 

Dr. Ken. Yes, sir. 

Dr. Waterman. Nos. 6,7, and 10. 


NATURE OF PROGRAM 


Mr. Tuomas. Put page 233 in the record. 
(The page referred to follows :) 
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2(a@)-3 Special projects in science education program 


Available, fiscal year 19G6.u ii se ce ELA $655, 000 
Wetimate, fiscal year 1900... nh et ees 15, 400, 000 
TCT OCB Risina dnid~kendrinntl aoa else aneianttaaahaneninreedt +14, 745, 000 


NATURE OF SPECIAL PROJECTS PROGRAM 


The special projects in science education program is concerned with the experi- 
mental testing and development of promising new ideas for the improvement of 
science instruction, and with new and more effective methods of increasing the 
understanding of science on the part of our young people. In a sense, the activi- 
ties of the Foundation under this heading are analogous to its activities in the 
area of support of basic research. Just as it is necessary to request funds for 
support of unspecified basic research projects—for the obvious reason that it is 
impossible to predict what the important and meritorious projects in chemistry, 
say, will deal with 2 years hence—-so in the science education area it is also neces- 
sary for the Foundation to have funds, specified only as to general area, which 
can be used to support important new ideas which continuously develop, and fre- 
quently cannot be visualized in detail until months after appropriation requests 
have been formulated. 

It is especially important that opportunity exist to support promising new pro- 
grams so long as they clearly fall within the overall objectives of “strengthening 
education in the sciences.” The special projects in science education program 
is, in effect, a kind of laboratory for the testing of activities designed to encourage 
and develop to the fullest extent the scientific talents of able young people. 

The special projects in science education program emphasizes work in three 
general areas: (1) Student programs, (2) teacher improvement programs, and 
(3) special field training programs. The impact of proposed fiscal year 1959 pro- 
grams is set forth in the following tabulation, which indicates the proportion of 
the total population group (number of schools, students, etc.) to be reached by 
each. 


Mr. Tuomas. This is more or less a narrative description which is 
quite effective. 


The special projects in science education program emphasizes work in three 
general areas: (1) Student programs, (2) teacher improvement programs, and 
(3) special field training programs. 


There are three big groups. 
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STUDENT PROGRAMS 


Put this breakdown on pages 234 and 235 in the record. 
(The pages referred to follow :) 


2 (a)-3 Special projects in science education—Impact of fiscal year 1959 program 





' 


Impact on school and teacher population 


Program and project Portion of popula- 
} Size of | tion to be reached 
Population unit | total popu- 

lation 
| Number | Percent 
| | of total 


Se 





Student programs: 





- Small colleges.......-. 1, 500 350 23.0 
(1) Visiting scientists........-------------- {Soeondens schools_-_---| 30, 000 | 2, 000 7.0 
(2) Traveling science libraries__..........-. | Secondary schools. -.---| 30, 000 | 1, 500 5.0 
(3) Traveling science demonstration lec- |... OD Bl Jie } 30, 000 | 3, 200 11.0 
tures. | } 
(4) Science clubs and student projects__-_.- — school stu- | 15, 000,000 |2, 000, 000 13.0 
| ents. | | 
(5) Secondary school student training | High-school ad 3, 500, 000 | 4, 000 a 
programs. and seniors. 
(6) Undergraduate laboratory training College freshmen..-_--| 740, 000 | 1, 080 1 
program. | | | 
(7) Research training programs for under- | College students....._. | 800, 000 1, 500 | 2 
graduate students. | | 
(8) State academies of science. _-_........_. |} Academies_......._...} 42 | 42 100.0 
(9) Career information. (Designed to | j | 
serve only an encouragement and | 
catalyzing function; not aimed at a | 
specific group within the secondary | 
school areas as are other programs | 
under this head.) 
(10) Cooperative college-school] program | Secondary schools__.-- 30, 000 | 160 5 
for high ability secondary school stu- | 
dents. 
Teacher improvement programs: 
(1) Supplementary training--_--....._.....- College faculty sh 40, 000 } 3, 000 15 
Secondary school- | 160, 000 | : } : 
| teachers. 
(2) Laboratory training ofteachers_._..._.__- College faculty________| 40,000 | 400 | 1.0 
| Secondary school- 160, 000 | 600 4 
teachers. | i 
(3) Teacher self-improvement_.........._.- | Elementary and sec- 560,000 | 30,000 5.0 
ondary school- | 
teachers. | | 
(4) University-associated small college pro- | Small colleges - -------- 1,000 | BO 5.0 
gram. 
aaoen l(Scientists__........_- 250, 000 | ; 
Special field institutes_................._- “-o"|{ Engineers. nets =00, 000 } 1, 000 1 


Mr. Tuomas. You have a list of programs: Visiting scientists, trav- 
eling science libraries, traveling science demonstr ation lectu res, sci- 
ence clubs and student projects, secondar v school student training pro- 
grams, undergraduate laboratory training program, research train- 
ing programs “for undergraduate students, State academies of science, 
and career information. 

With secondary school and college enrollments increasing much more rapidly 
than the number of trained persons preparing to enter the teaching profes- 
sion, it is clear that ways must be found of meeting the pressure of numbers 
without jeopardizing the quality of present educational opportunities. 

That is a pretty good sentence. 

Put the language and table on pages 236 and 237 in the record. 








413 
(The pages referred to follow :) 


2 (a)-3A Srupent Programs, $11,500,000 


IMPORTANCE OF ENCOURAGING ABLE STUDENTS TO UNDERTAKE CAREERS IN SCIENCE 
AND SCIENCE TEACHING 


With secondary-school and college enrollments increasing much more rapidly 
than the number of trained persons preparing to enter the teaching profes- 
sion, it is clear that ways must be found of meeting the pressure of numbers 
without jeopardizing the quality of present educational opportunities. Indeed, 
as suggested in the First Interim Report to the President by the President’s 
Commitee on Education Beyond the High School: 

“* * * educational methods and practices must be made more efficient as 
rapidly as the technologies of other fields advance if the quality of education 
offered is to equal the need.” 

The future welfare and security of this country will depend in large measure 
upon the number and quality of our scientists and engineers, and hence the criti- 
cal shortage of competent teachers is a matter of grave national concern. It 
is vitally important therefore that significant efforts be made to interest able 
young people in careers in science and especially in the teaching profession. 


AREAS FOR CONCENTRATION OF EFFORT 


There is general agreement that the choice of science as a lifetime career is 
frequently made in the high school or even in earlier years. Efforts should there- 
fore be focused upon the high-school and pre-high-school levels. It is important 
that information regarding prospects and opportunities in the sciences and 
science teaching be provided students at early stages in their educational pro- 
grams and that every effort be made to increase their understanding of and 
interest in the scientific disciplines. The encouragement of the able students to 
secure the subject-matter training necessary for future study in the sciences and 
mathematics is a matter of primary importance, 


STUDENT PROGRAMS FOR FISCAL YEAR 1959 


In consideration of the factors discussed above, the Foundation is planning 
to continue in fiscal year 1959 a series of programs started in previous years, 
and to initiate some new programs, whereby students will be afforded the op- 
portunity of increasing their knowledge of and interest in science and mathe- 
matics. The continuing programs, such as traveling science libraries for second- 
ary schools, visting scientists for high schools and small colleges, and traveling 
science demonstrations in the high schools, have received very favorable reac- 
tions. The new programs have been designed to achieve the same purpose 
through other avenues, and their desirability has become apparent during the 
past year. The following programs listed below and justified in this section 
comprise the total of $11,500,000 reflected for “Student programs.” As the ac- 
tivities in this area develop operationally, some shifts in emphasis in these pro- 
grams may be considered desirable, and a small number of new (but closely 
related) experimental efforts may be supported under this general heading. 


2 (a2)-BA (1) ‘Viatine: wcheUiiic ncconddidcisssiiccmimentnenins $600, 000 
2 (a)-3A (2) Traveling science libraries_.................._ ~~ 500, 000 
2 (a)-3A (3) Traveling science-demonstration lectures_._......- 1, 600, 000 
2 (a)-3A (4) Science clubs and student science projects__._._..__ 400, 000 
2 (a)-3A (5) Secondary school student training program. ___--- 1, 600, 000 
2 (a)-3A (6) Undergraduate laboratory training program____-_~ 1, 800, 000 
2 (a)-3A (7) Undergraduate science training institute__..._.___ 2, 000, 000 
2 (a)-3A (8) State academies of science_...-..--.--..----~----- 800, 000 
2 (a)-BA (9) Career infomatiti....—.3-2.-eeeesennennrenses 200, 600 
2 (a)-8A (10) Cooperative college school program for high-ability 
secondary-school student........-..--.--.....-- 2, 000, 000 
TD is cites ceeds tenia ch cents abt eaeeniecaalteiiakal tt cilia tnieicytcnctinttenegilacaaal 11, 500, 000 


a 


cette 


ear I I 
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Mr. Tuomas. Here is a good sentence: 


The continuing programs, such as traveling science libraries for secondary 
schools, visiting scientists for high schools and small colleges, and traveling 


science demonstrations in the high schools, have received very favorable reac- 
tions. 


From whom, I wonder? 


The new programs have been designed to achieve the same purpose through 
other avenues, and their desirability has become apparent during the past 
year. The following programs listed below and justified in this section com- 
prise the total of $11,500,000 reflected for “Student programs.” 


That table breaks them down. 
VISITING SCIENTISTS PROGRAM 


The first one is a $600,000 program on page 238, the “Visiting 
scientists program.” 


Arrangements are made with the appropriate professional societies who select 
the distinguished scientists, arrange their schedules, and handle the details 
of the program. In fiscal year 1958, the professional societies involved inciude: 

Mathematical Association of America 
American Chemical Society 

American Institute of Biological Sciences 
American Institute of Physics 

American Astronomical Society 


Are they going to send these professors around to lecture, is that 
it, to the tune of $600,000 ? 
Dr. Ketry. Yes, sir. 


Mr. Tuomas. That is highly desirable. I do not know how neces- 


ony it is. ? 
The next program is $500,000 for “Traveling science libraries.” 
Put page 238 and the middle of page 239 in the record. 
(The pages referred to follow :) 


2 (a)-3A (1) Visrrine ScrenTists Program ($600,000) 
PROGRAM OBJECTIVES 


I is planned to continue to support and expand a program whereby small 
colleges and universities can invite distinguished scientists to their campuses for 
as much as week-long periods to give lectures, conduct classes and seminars, and 
to meet students and faculty members on an informal as well as formal basis to 
the end of stimulating scientific interest in both students and teachers. Further, 


similarly oriented but appropriately modified programs directed to high-school 
students will be developed. 


DESCRIPTION OF PROGRAM ACTIVITIES 


Arrangements are made with the appropriate professional societies who select 
the distinguished scientists, arrange their schedules, and handle the details of 
the program. In fiscal year 1958, the professional societies involved include: 

Mathematical Association of America 
American Chemical Society 

American Institute of Biological Sciences 
American Institute of Physics 

American Astronomical Society 


PROGRAM ACCOMPLISHMENTS, 1955-58 


The program was first initiated in mathematics with funds available from fiscal 
year 1955 appropriations, and has gradually expanded to the point where visiting 
scientists will be supported with fiscal year 1958 funds in five disciplines— 
mathematics, chemistry, biology, physics, and astronomy. Funds available have 
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permitted expansion from a total of 134 visits to small colleges in fiscal year 1955 
to an anticipated number of about 500 such visits in fiscal year 1958 reaching a 
potential “audience” of about 60,000 students. Invitations from colleges have 
greatly exceeded the number of possible visits. 


PROGRAM PLAN FOR FISCAL YEAR 1959 


The present programs in mathematics, chemistry, biology, physics, and astron- 
omy have proved so successful in arousing interest in the subject matter presented 
that they will be continued and expanded to make wider contacts possible. In 
addition, a new scientific discipline will be included: That of the earth sciences. 
The above programs have been aimed at the colleges. Recognizing the importance 
of interesting high-school students in scientific careers, an active program, admin- 
istered by appropriate scientific groups, will be developed so that able scientists 
ean visit high schools, lend their stimuli to science education at that important 
level, and provide a better appreciation of career opportunities. The importance 
of the high-s@hool phase of this activity is such that one-half of the funds 
requested will be devoted to it. 

Basis of cost estimate——Experience from prior years indicates program cost 
to be between $225 and $250 per visit. Therefore, a program in fiscal year 1959 
to provide 1,300 visits by lecturers in several disciplines to small-college cam- 
puses would cost about $300,000. Such a program would reach about 25 per- 
cent of the total small-college population in 1 year. Twenty regional high-school 
programs at a cost of $15,000 each (or 60 visits at $250 each) would reach nearly 
600,000 high-school students) about 7 percent of the national high-school popula- 
tion), at a total cost of $300,000. The combined estimated cost of the program 
for both colleges and high schools is $600,000. 


TRAVELING SCIENCE LIBRARIES 


Mr. Tuomas (reading) : 


This is a program designed to develop an interest on the part of secondary- 
school students in reading scientifically sound, well-written books about science 
and mathematics; to expose them and their teachers to a larger fund of factual 
matter; to stimulate career interest; and, by example, to encourage better 
science libraries. 

How long is the traveling library to stay in the town? 

Dr. Ketiy. That program is aan in operation. It stays, on 
the average, 2 months at each high school. It goes primarily to 
those high schools which are remote from the big research college 
centers. 

Mr. Jonas. Do you send a librarian with it? 

Mr. Kexy. No; just the books. The books are in shipping boxes. 
We provide the books and buy the crates and pay the shipping costs. 


BASIS OF COST ESTIMATE 


Mr. Tuomas. How much did you spend this past year? $100,000. 
In 1957, $179,060. You want to spend $500,000 next year. How are 
you planning to spend your $500,000? What is the basis of your costs ? 

Dr. Waterman. The average cost per school is $350 annually. The 
coverage is intended to be 1,500 schools, which would require $500,000 
for fiscal year 1959. 

Mr. Tuomas. You had 12 sets in 1955, 66 schools. You reached 0.5 
percent of the potential schools. 

Dr. WaterMAN. Those are previous years. 

Mr. Tuomas. In 1956, 25 sets, 200 books each, 104 schools. What 
do you do—just bundle up the books and send them to a school? 
How do you pick out the school which is to get it? 


21543—58—pt. 1 27 
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Dr. Keiuy. This program is operated by the American Association 
for the Advancement of Science. The program is advertised and the 
schools write in to the AAAS. They are noe on the basis of their 
remoteness from the large library centers and large scientific centers. 

Mr. Tuomas. There are over 13,000 high schools with less than 200 
students. It is a strategic placement of 375 sets circulating to 4 
schools each. How much use do you put these books to when they 
get toa school? How long do they let them tay there? What con- 
dition are the books in after they leave the school 

Dr. Ketxy. The books are read. We have checks on this. The 
AAAS has made an analysis of this. 

Mr. Tuomas. Who handles this program for you? 

Dr. Ketty. The American Association for the Advancement of 
Science. 

Mr. Tuomas. What do you pay them for it? 

Dr. Keity. We make the total grant to them. Part of this is ad- 
ministrative cost. 

Mr. Tuomas. How do you arrive at this cost figure? 

Dr. Ketiy. The cost of the books, cost of mailing, and so forth. 

Mr. Tuomas. $500,000 is the figure ? 

Dr. Ketiy. I could supply a breakdown of this figure for the 
record. 

Mr. Tuomas. Please, sir. 

(The information to be furnished follows :) 


TRAVELING HigH ScHOOL ScIENCE LIBRARIES 
ESTIMATES OF COSTS BASED ON FIGURES FROM AAAS 


For 1,500 schools, 375 sets would be required. Of these we already have 50 
sets, leaving 325 sets to be purchased. 


325 sete at.$800 per, set of 200 books... «.. ---_._-_-..........--.. $260, 000 
Each set requires 8 packing cases holding 25 books each at $30 per case, 

See titoer-S timien' G02) se i a 78, 000 

% of present 50 sets, or 16, need to be replaced___-__-._---_---_--_-- 12, 800 

Bepéire, te 400 crates, at $5 per: crates iinnss eh nn ln nnn 2, 000 

Transportation (375 times $160 per set) ___.__---.----------_--_--... 60, 000 

TE “TOTO a beg Siena aiaibgsenwaieniin 25, 000 

Other direct and indirect costs of operation at 15 percent_.__..----.. 65, 670 

FOR 1 INOS i a ik Secrets eg le ncapinr els dene qeteeh pyre tapiiabenselts 503, 470 

Total seae Oeeumete (rounmeeg yn a i ee 500, 000 


Mr. Tuomas. Is it nonprofit ¢ 
Dr. Ketuiy. Yes, sir. 
Dr. Waterman. Very much so. 


TRAVELING SCIENCE DEMONSTRATION LECTURES 


Mr. Tuomas. Tell us about the traveling science demonstration 
lectures program, $1,600,000. Put all of page 241 in the record. 
(The page referred to follows :) 


2 (a)-3A (3) Travetine Sctence DEMONSTRATION LEcTURES ($1,600,000) 


PROGRAM OBJECTIVES 


This program provides opportunities for secondary school students and teach- 
ers to hear scientific lectures and see demonstrations which are beyond the 
capacities of local resources, either with respect to specially trained lecturers 
or suitable equipment. 
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DESCRIPTION OF PROGRAM ACTIVITIES 


This program was begun in the school year 1956-57 with joint support of 
the National Science Foundation and the Atomic Energy Commission. Seven 
experienced high-school teachers were selected and given 3 months of specialized 
training at the Oak Ridge Institute of Nuclear Studies in subject matter and 
in the construction and use of appropriate apparatus to demonstrate scientific 
principles. The equipment was then transported in station wagons (provided 
without cost by the Ford Motor Co.) to some 200 high schools scattered over 
the country. Lectures with demonstrations were given in such subjects as solar 
radiation, atomic structure, nuclear reactors, wave motion, space travel, elec- 
tricity, magnetism, and other topics of scientific interest. 


PROGRAM ACCOMPLISHMENTS 


During the school year 1956-57, more than 78,000 high-school students and 
some 3,700 high-school teachers were reached by this program. The reports 
from school administrators, teachers, and State departments of education have 
been enthusiastic. 

PROGRAM PLANS 
Fiscal year 1958 


By June 1957 more than 3,300 requests had been received from high-school 
Officials for participation in the academic year 1957-58. Of these requests only 
about 6 percent could be reached with the funds available, using 7 experienced 
science teachers to visit about 200 schools, or the same level as the preceding 
year. The departments of education in 12 States have requested training of 
teachers from their own ranks to make such programs available to more schools 
in their respective States. This is a gratifying reaction. The striking success 
of this program in arousing the interest of high-school students, teachers, and 
administrators in physics gives encouragement to the expansion of this program 
to other disciplines such as chemistry, mathematics, and the biological sciences. 


Fiscal year 1959 


It is proposed to expand the existing programs and to broaden the scope to 
include other scientific disciplines: chemistry, biology, and mathematics. The 
work would be carried on by about 120 trained teacher-demonstrators in about 
12 regional areas throughout the country, and would reach about 3,600 high 
schools (or about 12 percent of the total) with an enrollment of about 1 million 
students. 


Mr. Tuomas. I do not see any breakdown for that program, either. 
You say: 


This program was begun in the school year 1956-57 with joint support of the 
National Science Foundation and the Atomic Energy Commission. Seven expe- 
rienced high-school teachers were selected and given 3 months of specialized 
training at the Oak Ridge Institute of Nuclear Studies in subject matter and in 
the construction and use of appropriate apparatus to demonstrate scientific 
principles. The equipment was then transported in station wagons (provided 
without cost by the Ford Motor Co.) to some 200 high schools scattered over the 
country. Lectures with demonstrations were given in such subjects as solar 
radiation, atomic structure, nuclear reactors, wave motion, space travel, elec- 
tricity, magnetism, and other topics of scientific interest. 

Program accomplishments: During the school year 1956-57, more than 78,000 
high-school students and some 3,700 high-school teachers were reached by this 
program. The reports from school administrators, teachers, and State depart- 
ments of education have been enthusiastic. 


Mr. Evins. The station wagons are provided by the Ford Motor 
Co. and the gas by the Gulf Oil Co., I understand. 
Dr. Ketiy. That is right. 
Mr. Tuomas. How do you break down that $1.6 million? 
Dr. Ketty. We will supply that for the record, too; the cost of the 
salaries for the teachers and the equipment and maintenance. 
Mr. Tuomas. How many teachers are involved? What is the ex- 
ense of each one? You cannot expect us to put these items in hlere 
ike a mile and a mile and a half. 
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Mr. Luton. That is at the top of page 242, I believe, Mr. Chairman. 

Mr. Tuomas. I just got through with that. 

Mr. Lutron. Ten teachers and equipment, $13,500 each. 

Mr. Tuomas. Put in the record the top of page 242, the cost of 
regional program, 10 teachers and equipment at a cost of $13,500 eachi 
to reach 300 schools, number of regions—12. 

(The information referred to follows :) 


Basis of cost estimate.—Based on cost factors derived from the single existing 
program, the 1959 estimate has been developed as follows: 


Cost of regional program (10 teachers and equipment at a cost of 
$13,500 each, to reach 300 schools) 
Number of regions 


Total estimate (rounded) 


Mr. Tuomas. That does not tell us much. 

Dr. Ketty. We will supply a further breakdown. 

Mr. Tuomas. You do not want to leave the impression that teachers 
get $13,500 apiece ; do you? 

Dr. WaTerMAN. 10 teachers are included. 

Dr. Ketuy. No. That is lower than that. The teachers get about 
their regular teaching salary. 

Mr. Tuomas. How much is that? 

Dr. Kexuy. I do not have this information with me now. I will 
supply the more detailed breakdown later. 

r. Tuomas. Can we not just save you that trouble? You did 
not do it in the first place; why bother with it now. We will com- 
promise and just eliminate it. How is that? 

Dr. Ketty. That suits me. 


Mr. Tuomas, Allright. There are no complaints then. 


SCIENCE CLUBS AND STUDENT PROJECTS 


What about your next program, $400,000 for science clubs and stu- 
dent projects ? 

Program objectives: This program assists in developing scientists by inter- 
esting students in science careers through extracurricular science clubs and 
projects. 

Put page 242 in the record. 

(The page referred to follows :) 


2 (a)-3A (4) Science CLUBS AND STUDENT PRogeEcTs ($400,000) 


PROGRAM OBJECTIVES 


This program assists in developing scientists by interesting students in science 
careers through extracurricular science clubs and projects. 


DESCRIPTION OF PROGRAM ACTIVITIES 


National organizations of young people below the college level, such as 
Science Clubs of America, provide the framework within which students are 
given encouragement and assistance in carrying out science projects of their 
own creation. 

PROGRAM ACCOMPLISHMENTS 


Since 1952 the National Science Foundation has provided modest support 
for Science Clubs of America, administered by Science Service, Inc., a nonprofit 
organization with other sources of income. _Approximately 17,000 clubs of high- 
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school students are affiliated with Science Clubs of America and their members 
earry out projects of their own creation. Many of these projects result in 
exhibits which are shown as science fairs of school, city, regional, State, or 
national scope. Local fairs may contain as many as 5,000 exhibits which not 
only interest students but inform the general public, especially parents, about 
the scientific accomplishments of the young people in their community. The 
local fairs also serve as elimination contests leading ultimately to the National 
Science Fair. In May 1957, 122 regional or State fairs sent 231 finalists to 
the Eighth National Fair at Los Angeles which was attended by over 20.000 
people. 

Mr. Tuomas. How are pea going to do it? Where is your cost 
breakdown of this $400,000? 


Basis of cost estimate: It is estimated that about 4 million out of a total of 
15 million high-school students constitutes the number of individuals that could 
be benefited by increased emphasis on extracurricular science activity. The 
proposed 1959 program is aimed at 50 percent of this group, or 2 million students 
who would be affected by projects carried on through science clubs and the other 
organizations mentioned above. 

Do you mean that ? 

Mr. Sueprarp. No, sir; 50 percent of 4 million out of a total of 15 
million. 

Mr. Tuomas. You left out a very important figure. 

Of the amount requested, $200,000 is requested for general expansion of activi- 
ties indicated, $50,000 for development, publications and distribution of science 
project source books, $50,000 for distribution of about 5,000 simple experimental 
demonstration kits and materials to club directors, and the remaining $100,000 
will a for the support of exploratory projects in this category that may prove 
worthy. 

What luck did you have this year? Did you spend $30,000 on it? 
What did you do this year ? 

Dr. Keir. This was a grant to Science Service to stimulate local 
communities to set up science clubs, 

Mr. Tuomas. Who did you give your $30,000 to? 

Dr. Ketiy. To Science Service. 

Mr. THomas. Same group? 

Dr. Ketxy. Yes, sir. 

Mr. TxHomas. Where are they located ? 

Dr. Ketiy. They are located here in Washington. They are the 
ones who stimulate local community action. 

Mr. Tuomas. Did you actually give them the $30,000? What did 
they do with it? 

Dr. Kexuiy. They set up a staff, developed the books and the litera- 
ture to go to the local groups who are interested in stimulating interest 
in the young people in science, and giving staff support in starting 
the science alia and helping them stimulate local support from local 
industries. 

Dr. Waterman. Mr. Chairman, Science Service is well known in 
connection with the Westinghouse Talent Search. They handle that 
program. They also take care of science fairs throughout the country. 

For example, this year there will be some 30 of these fairs in differ- 
ent parts of the country. They also have thousands of science clubs 
that are voluntary clubs started in local communities. 

All they do with those is to provide material and suggestions to 
the clubs, but they perform a very valuable service, in our opinion, 
since they are the only organization of their kind that reaches the 
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schoolchildren and their parents and stimulates interest in science and 


productive, actual projects which the students can carry out with the 
assistance of teachers. 


SECONDARY SCHOOL STUDENT-TRAINING PROGRAM 
Mr. Tuomas. Secondary school training program, $1,600,000. 


2 (a)-3A (5) Seconpary ScHoot StupENT-TRAINING ProcRAMs, $1,600,000 


Program objectives: This is a new program designed to encourage the scien- 
tific interests of high-school students of high ability by providing them an op- 
portunity to associate with a college science program. This will be accom- 
plished by providing support for summer institutes for such high-school stu- 
dents in science and mathematics at colleges and universities. 


This is before the student regularly enters the university ? 
Dr. Keniry. Yes, sir. 


Mr. Tuomas. How much are you going to pay him? How are 
you going to work it out ? 


Dr. Keuzy. This is an experimental program. 
Mr. Tuomas. This is brand new? 


Dr. Ketiy. Yes, sir. We make grants to colleges and universi- 
ties. 


Mr. Tuomas. Put the table in the record on page 245. 
(The table referred to follows:) 


PROGRAM PLANS 


FISCAL YEAR 1959 


Although some initial development of this program will take place on a small 
scale in fiscal year 1958, to all intents and purposes this is a new program. 
It is planned in fiscal year 1959 to support 80 summer institutes, reaching ap- 
proximately 4,000 students, or 2 percent of an estimated 175,000 high-school 
seniors in science. Each student would be provided a small stipend to com- 
pensate for loss of summer employment, with the amount depending on the 
length of the particular institute. Board, room and tuition would also be pro- 
vided. 

Basis of cost estimate.—It is estimated that the cost of each institute would 
average $20,000, with a total cost of $1,600,000, as follows: 


Stipends to 50 students (not to exceed $150) __-__-__.._-_-__-____- $7, 000 
Room, board, tuition, cost of 50 students, plus cost to university 

I I a 8 ih hon sagen Lieeeisbeinsireiuegapiobe bi dnatiiepngn $13, 000 
I En wep ainda Sra te sles ecipbh tn oon henen icaneniainibaepasaeth $20, 000 
I a a a i i ca ene 80 
reer Oneness ain es Fe a Ld $1, 600, 000 


Mr. Tuomas. Stipends for 50 students are not to exceed $150 each? 

Dr. Ketry. Yes, sir. 

Mr. Tuomas. How long will the institute last? 

Dr. Ketty. About 6 weeks. 

Mr. Txomas. Room, board, tuition, et cetera, are furnished, at $13,- 
000. Cost per institute is $20,000. The institutes are 80 in number. 
The total is $1,600,000. How old will these youngsters be? 

Dr. Keuty. Tt could be either at the end of their high-school junior 
year or senior year. 

Mr. Tuomas. If he is going to be a senior he is going to school the 

next fall; is he not? If “he is bright, if he does not have the money, 
and if he does not qualify here he will qualify under the Health, Edu- 
cation, and Welfare program; will he not? 
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Dr. Keiiy. He may be bright but he may not have had the op- 
portunity of taking good courses in science and math and, therefore, 
could not get into a good college without adequate background in 
science and mathematics. 

Mr. Tuomas. Do you think a 6-week course would get him up to 
that high level of attainment where he could pass an entrance exam- 
ination to a college? 

Dr. Ketty. We think it will help; the best advice we have is that 
it will make a significant impact. These people are not held back 
solely by money, but also by the lack of opportunity to study science 
and mathematics. 

Mr. Jonas. You are not going to get anybody in an institution as 
crowded as they all are now if he does not apply before the end of the 
summer, or just before he enters in September. Is that not true? 

Dr. Kextxuy. Yes, sir. At the end of the junior year he would have 
1 more whole year of school to go through. 

Mr. Jonas. You said you would take them in their senior year. 

Dr. Ketty. Some could be. We are not sure the emphasis will all 
be on the junior year, but we do not want to emphasize that yet until 
we are certain. 


UNDERGRADUATE LABORATORY TRAINING 


Mr. Tuomas. Page 246, “Undergraduate laboratory training pro- 
gram, $1,800,000.” Put that page in the record and the table at the 
top of page 247. 

(The information referred to follows:) 


2 (a)-8A (6) UNDERGRADUATE LABORATORY TRAINING ProeRAmM ($1,800,000) 
PROGRAM OBJECTIVES 


It is the purpose of this new program to provide promising undergraduates 
in engineering and the sciences an opportunity to participate in high quality 
research programs. Selected undergraduates will assist faculty members or ad- 
vanced graduate students in research problems. While some work would prob- 
ably take place during the academic year, the peak of this activity would occur 
during the summer. 


DESCRIPTION OF PROGRAM ACTIVITIES 


It is of primary importance that undergraduate students in engineering and 
the sciences be given an opportunity to become acquainted with high quality 
research programs. In this way these students will be introduced to the vir- 
tues of careers in research and in science teaching as well as obtaining more 
rounded science experience during their academic training. A further significant 
feature of these research training programs is that considerable assistance will 
be provided principal investigators in college basic research programs, 

The research training program proposed would provide greatly needed ex- 
perience for selected undergraduates in new or continuing research programs 
in which the student would assist a faculty member or graduate student in 
what one might consider a team operation. It is furthermore expected that 
these programs would provide students an incentive and an opportunity to 
prepare “senior theses.” 

PROGRAM PLANS 
Fiscal year 1959 


Funds are requested for university expenses and student stipends. About 60 
programs affecting 1,500 students or less than 1 percent of an estimated 800,000 
undergraduate students in science would be supported. As each program would 
provide for 25 students on a 40-hour week. for a period of 10 weeks, each uni- 
versity would be able to provide 10,000 student research-hours. 
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Basis of cost estimate.—The cost of each program would average $30,000 as 
indicated below : 


Stipends to students (25 students for 10 weeks) --.-..-.----------_- $20, 000 
University costs (administration, supervision, etc.) ....--......._-- $10, 000 

Dont: Bet DF OR PAK wh j ag) ee ded qen cane deediasneie $30, 000 
STGIOS OF DEORTAING nn Sh diet cae nbeeens 60 


Tyymt @melmete: | 2220 8 SO a ee de ead $1, 800, 000 


Mr. Tomas. You will have 60 programs; cost per program is 
$30,000 ; stipends to students for 10 weeks, $20,000. How many stu- 
dents are you going to have? 

Dr. Ketty. Twenty-five students for 10 weeks at each one of the 
institutions, and that would be 60 times 25. 

Mr. THomas. Twenty-five students for 10 weeks. 

Mr. Jonas. 1,500 students. 

Mr. Tuomas. At 60 institutions ; 250 times 60; is that right ? 

Mr. Jonas. Twenty-five times. 

Mr. Tuomas. Thatis 1,500. How is this going to work? 

Dr. Ketiy. Here we would make a grant to the college and university 
to encourage the brightest of their undergraduates who have shown 
promise of being researchers to get a taste of the intellectual challenges 
and the kind of problems there are in research by working with the 
research professors in colleges or universities. 

Mr. Tuomas. There is a 40-hour week for a period of 10 weeks. 
This is purely a summertime course ? 

Dr. Ketxiy. Primarily, yes; it is written here, solely. 

Dr. WarermaAn. This would be the natural period to do it. 

Mr. Tuomas. Each university would be able to provide 10,000 stu- 
dent-research hours. This isa summer course. 

Dr. Levin. If I may comment, Mr. Chairman, I think this is not in- 
tended to be a course. It is rather intended to allow the student to get 
his hands and himself into a research laboratory to see what goes on in 
the research laboratory. 

Mr. Tuomas. He is already in college. He can do that in his fresh- 
man year,can’the? ° 

Dr. Levin. That is not the way it works. Freshmen or college stu- 
dents never get into a research laboratory and it is difficult to perceive 
how we can expect them to enter a research career 

Mr. Tuomas. He has to go to college for 4 years before you can 
make a researcher out of him. You spend this money to let him look 
at a laboratory. 

Dr. WarrermMan. In college he makes up his mind to go into research. 

Dr. Levin. The ordinary student knows what a doctor or lawver 
does. He does not know what a scientist does. 

Mr. Tuomas. I can mention a good many companies that reach out 
and offer employment during the summertime to these bright young- 
sters in their laboratories. They take them by the hundreds in my 
area. They pay them a pretty good salary. They pay some of those 
kinds—sophomores and juniors—$200 or $300 a month. They give 
them 8 or 10 weeks’ employment. 

How are you going to improve on that ? 
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Dr. Waterman. That is quite true. This is industrial research 
which is related to the applications that the firm wants to develop 
pretty largely. These would be for basic research, which is properly in 
an academic atmosphere, a different kind of research. 

Mr. Yates. You are paying the graduate students and the univer- 
ong was this program to interest them in the freshmen, are you not? 

r. Levin. The graduate students are? 

Mr. Yates. They do not usually bring freshmen in. What you are 
doing is expanding the other program you are financing for these 
graduate students in order to tring the freshmen to go along with 
them. 

Dr. Ketxy. The ones that have a potential. 

Dr. Waterman. These are lar iy juniors and seniors that are in- 
terested in making a selection. We hope we can interest them to get 
into research and then get into graduate schools while they are still 
in college. It can take place anywhere along the line. 


STATE ACADEMIES OF SCIENCE 


Mr. Tuomas. Put page 249 in the record, “State academies of 
science,” $800,000. Put the table at the bottom of page 250 in the 
record. 


(The material referred to follows :) 


2(a)-3A(8) Strate ACADEMIES OF ‘Scrence, $800,000 
PROGRAM OBJECTIVES 


This program provides opportunities for high-school science teachers and 
their students to work with and have the cooperation of scientists in nearby 
colleges and universities; and, further, provides opportunities for them to par- 
ticipate in other similar activities under the auspices of the State academies 
of science. 


DESCRIPTION OF PROGRAM ACTIVITIES 


State academies of science are organizations which represent the professional 
scientists and mathematicians within the borders of a State. Many of these 
academies, through initiating action on their own (in a limited way), through 
submitting formal proposals or by means of inquiries, have expressed an active 
desire to contribute to the improvement of science instruction in their States. 
Since the membership of these groups is made up of highly respected scientists 
who are residents of many communities within the State, the academies can 
bring local prestige and acceptability to educational programs, and can provide 
effective leadership in launching and maintaining such programs. 


PROGRAM ACCOMPLISHMENTS 


Because of the variety of suggestions as to how the State academies might 
contribute, careful consideration has been given to the most effective means of 
using the resources of these organizations. During fiscal year 1957 two confer- 
ences were supported. The first was concerned with the possibility of a State 
academy helping to develop undergraduate research programs, and the second 
with ways of using the junior academies of science (which are associated with 
the State academies) to provide further encouragement for high-school students. 
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PROGRAM PLANS 
Fiscal year 1958 


More exploratory conference and initiation of pilot projects will be encouraged 
during fiscal year 1958, leading to development of 1959 programs. 


Travel expenses at an average of $25 per trip for contact between colleges 
and high schools, for 400 trips by college and secondary school teachers. $10, 000 
Cost of development and administration per program 


ee we we ee ee ’ 


Ce a eR a eR TEER ATES PN SAT AT RT: 16, 000 
Peper’ Wir, CRE PORT I n  e eerkunirame 51 
Erman Meme Lemans: C remand ) ing a its Sothink bn tn se seeds em chs 800, 000 


CAREER INFORMATION 


Mr. Tuomas. Career information, $200,000. Put page 251 in the 


record. You might put the paragraph at the bottom of page 252 in 
the record also. 


(The pages referred to follow :) 


2(A)-8A(9) CAREER INFORMATION, $200,000 


PROGRAM OBJECTIVES 


This program provides support for the preparation and provision of career- 
guidance materials; it also supports conferences and institutes to provide those 
responsible for advising students with more reliable information on scientific 
careers. 


DESCRIPTION OF PROGRAM ACTIVITIES 


Many factors enter into a youngster’s decision to embark on a scientific career. 
The availability of well-prepared information about scientific careers can often 
be of great help in arriving at such a decision. The information must be in a 
form which is intrinsically interesting; it should contain accurate descriptions 
of the types of things a scientist actually does, and should spell out the prep- 
aration required for entering training in the given scientific career. Many 
junior and senior high school students never have a genuine opportunity to gain 
an understanding of the career possibilities in science. 

One channel for disseminating this information is the career pamphlet. An- 
other mechanism for making available information on career opportunities in 
science is to provide opportunity for direct contact with science teachers and 
school counselors. More schools are beginning to recognize the importance of 
the counselor’s role in helping students arrive at educational and career decisions. 

Science teachers generally have much more frequent contact with science 
students than do counselors, and also have more to communicate about the 
subject matter of science and career opportunities. Usually, however, they 
lack those essential skills and techniques in which counselors have been trained, 
and often they do not have current information on scientific careers and occu- 
pational trends available to the counselor. 

Improved collaboration and understanding between science teachers and coun- 
selors is a goal toward which the National Science Foundation should con- 
tribute. There are numerous ways in which counselors and teachers assist 
each other in identifying students having scientific potential, making them more 
aware of their capabilities, and in helping these students prepare properly for 
scientific careers, once they seem so oriented. 


FISCAL YEAR 1959 


Of great importance to counselors and scienve teachers is the provision. of 
recent information on the opportunities in scientific careers. Contact with 
scientists who have such information offers an opportunity to gain insight into 
what scientists do. One method of accomplishing this is the provision of a short 
(2- to 3-week) institute for counselors and science teachers, in which the prob- 
lems of both are discussed and a basis for teamwork laid down. To assist in 
accomplishing this, visiting scientists could be brought in to discuss careers, and 
field trips to scientific installations might also prove valuable. 
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In fiscal year 1959 pilot conferences (of the institute type) will also be 
initiated for the purpose of supporting discussions and cooperative planning 
among scientists, counselors, and high-school science teachers. Proposals which 
have been received indicate that the cost of such institutes will be between 
$20,000 and $25,000. Hach institute would, on the average, have 50 partici- 
pants. It is planned to support a pilot program of several of these institutes 
placed in different parts of the country in addition to continuing support of 
publication of career information material. 

Basis of cost estimate-——This program contemplates provision of support for 
expanded activities in preparation and provision of guidance materials at a cost 
of $100,000. It is also planned to support 4 or 5 conferences or institutes to 
provide more reliable information on scientific careers to teachers and guidance 


counselors at a total cost of $100,000. Total cost of both guidance materials 
and conferences, $200,000. 


Mr. Tuomas. Break down your costs there. 
(The material referred to follows :) 


CAREER INFORMATION 


A typical budget breakdown for a 8-week institute or conference for coun- 
seling in science and mathematics (from actual proposals received) 





(a) Participant support: 
Teen, OD ir ae ki cetera $1, 250 
Board and room allowance, 50 at $90__..-..-..---_--.-....._ i 
Travel, 4 cents per mile; maximum $80; average $50_..______ 2, 500 
EE iceneeesnninectebercasecstetpivteniiiaccnianican cag eatin oie iia ae 8, 250 
(b) Salaries: 
SPUN: aescicn Dphndibhls seinen tinh acelin echt cag Reni dlisted eat 750 
AOU CROTON siiceccicaricenssinsehiritneitanecsah lagiiaietaietaiadinniedrniaiaaain 250 
OE CI ET) oi accernennsesticpigestientnianienniidtinteacenneniapaianiaaicoeelineaiaalinnneaia 1, 000 
Visiting staff: 
ee Mg EC EE ae ob ee ee 900 
Salaries: 
AS GAO. per GF, FS TOR LS GaGa css dpe ceticiiesssincs 1, 800 
At $50 per day, 6 for 3 days......-...--..-.....-... 900 
BGA |i ncsenhinnsidiribnieddnuwssiicisitinwibnelaniees! “EOD 
(e) Expendable equipment and supplies: 
PATIO TISOD, GUM is ctres bcc snslvstichiininty slesntbiantnieeisinlgietiatpdeideanjicbiibitatial 400 
Specially acquired materials_._......_..........-_....._...... 600 
Pape? and office supplies. on. nei tbtnhentiniecatssaaia 800 
Printing, mimeographing, postage, ete_......_....--.---.-.- 750 
Pubiiontiens «.cnsqsseitnndunesennssenGiiiitencnnnmnonenne 1, 000 
ORM scjiscss dee aati bigte eee a al baa cease 8, 050 
(d) Other direct costs: 
Publication and distribution of institute outcomes_.........._ 2, 500 
Recruitment, selection, and notification of participants.__._._.c._ 750 
Bubtetel cus etd i ele ee 3, 250 
OCOD sin cccsisecin ce iincnaieinnillikethiiliastlhesiasaiiieaiiliailitaitaea cdi ateaitainase bint 20, 150 
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CAREER-INFORMATION PAMPHLETS 


It is planned to provide for the preparation, printing, and distribution of 
200,000 career pamphlets or brochures for each of the following 5 disciplines: 


i ietaiat te athenprtheanpamuapsatiopnesparpieieidimeiapeagse wit kebimadedaaataiiicl aaa aden $20, 000 
NN eel ine ain ah whet anaiticthtBipeishend Uap raabei denice am Tik aie ike 20, 

Tr ee ee iad eee 20, 000 
NII Sicko a ed a ae Sa ie ca 20, 000 
ier aR ea a al, 20, 000 


The Foundation has already supported activities of this type, and based 
on this experience, cost estimates for one discipline are as follows: 


Preparation of booklet (planning, research consultation, writing, edit- 


SE CIID acca chape ens ncn seins cn.caldinbnssnce Seid Ueeascp cticiancco. lath Aikialas cance eld $8, 000 
Production of booklet (setting type, composing pages, making plates, 
proofreading, printing, paper, binding) _...._._.........___________ 7,500 


Shipping, exclusive of postal, freight, or express charges (placing in 
patented containers, hold 20 each ; typing labels and attaching, sorting 
and transporting to post office) 10,000 packages, at 25.5 cents________ 2, 550 


Estimate of postal cost, assuming book rates, 10,000 packages at 23 
cents 


lintillan adit Peidain.on estan edbandsivhmaninao akin. Dyiseiinen tudity- tnt olaliedities tad trent 5 2, 300 
I cic ands ode ooa casts aes Lois anc a A tak wa i nls 20, 350 
NE i a i enews a oa A a 20, 000 
Titel for 5 Giecinlines . .v0S 360s ceils es be Se 100, 000 


COOPERATIVE PROGRAM FOR HIGH-ABILITY SECONDARY-SCHOOL STUDENTS 


Mr. Tuomas. Put page 253 in the record, cooperative college-school 
programs for high ability secondary-school students, $2 million. 
(The page referred to follows:) 


2(A)—3A(10) Cooperative CoLtiece-ScHoo. ProGRAMsS FoR HicH-Aptmity SEc- 
ONDARY-SCHOOL STUDENTS, $2,000,000 


PROGRAM OBJECTIVES 


This new program will assist in developing future scientists and science 
teachers by providing enriched curricula for secondary-school students of high 
ability with scientific aptitudes. Variation in plans is anticipated, and colleges 
and universities will be encouraged to experiment in their cooperative efforts with 
the secondary schools. A typical pattern might include grouping of high- 
ability students, designation of special teachers for work with these students, 
development of special curricula, and a continuous integrated program through- 
out the secondary school years. 


DESORIPTION OF PROGRAM AOTIVITIES 


This program would be administered through grants to universities which, in 
turn, would carefully select secondary schools in their areas and then cooperate 
with these schools in the planning and provision of the most effective instruc- 
tional programs possible for the high-ability students. Schools would be en- 
couraged to use their most outstanding teachers in this program, and every effort 
would be made to encourage science and mathematics teachers in the program to 
gain still greater mastery over their subjects through summer work or study at 
appropriate universities. 


PROGRAM PLANS 
Fiscal year 1959 


This is a new program. It is anticipated that the colleges and secondary 
schools involved will incur unusual expenses in the preparation of course materi- 
als, and in reducing average class size to make it posssible for the teachers to give 
more personal attention to the pupils. This program would also provide an excel- 
lent proving ground for many of the revised and modernized secondary-school cur- 
ricula being prepared in the various scientific disciplines. On the average, each 





427 


college or university will have associated with it in the program some 10 secondary 
schools. Because of variation in secondary-school size and number of science 
students, accurate prediction of the number of high-ability secondary science 
students to be given “enriched” course activities is difficult. However, between 
1,500 and 2,000 students might well be affected. 


Basis of cost estimate—The total cost of $2 million has been developed as 
follows: 


Assistance to each cooperating university to develop the program and 


provide consultation during the program, at $2,500 per secondary 
school 


Lj Se ES | SE od $25, 000 
Assistance to secondary schools for special costs, at $10,000 per school. $100, 000 
SOGE WE TrID non st cer enniene all a ee ee $125, 000 
DUURRUIE CA WI wc al sc ee ee ie x16 
TO UN Shani cases alec tec a $2, 000, 000 


Mr. Tuomas. How many students are you going to have? How is it 
going to work ? 

Dr. WatTerMan. 2,000 students. 

Mr. Tuomas. (reading) : 


Between 1,500 and 2,000 students might well be affected. 
How will it work out for $2 million ? 


This new program will assist in developing future scientists and science teach- 
ers by providing enriched curricula for secondary school students of high ability 
with scientific aptitudes. Variation in plans is anticipated and colleges and 
universities will be encouraged to experiment in their cooperative efforts with 
the secondary schools. 

I have that statement underlined. I still do not understand what 
it means. What are you going to do? How are you going to pick 
the students? How many are you going to have? ere are they 
going? What are they going to stindy when they get there? 

Dr. Ketxty. This will be of great assistance to the colleges and uni- 
versities to encourage them to work with the high schools in their 
neighborhood, because we believe that there is a gap between high- 
school education and college education and we believe the closer we 
can get them associated with the college and university the more 
likely the quality of this training will go up. 

Mr. Tuomas. Is the National Science F oundation not going pretty 
far afield if about two-thirds of this program—— 

Dr. Keixy. If we are to increase the scientific strength of this Na- 
tion I think we must go into programs like this. 

Mr. Tuomas. Should you or HEW do it? 

Dr. Waterman. The country. 

Mr. Tuomas. We are talking about governmental agencies now. 
You have the country. I willagree with you there. 

Dr. Waterman. I do not see any answer to this, Mr. Chairman, 
other than that we have got to take this problem of research and re- 
search facilities and training very seriously in this sauna 

It is true that our present output of research is excellent and we 
have excellent men, but we are not living up to our potential, and every 
country in the world now agrees, as one traveler told me once, on the 
importance of science and technology. Unless we can do the utmost 
of which we are capable, we are just going to slip. We have to be 
determined, it seems to me, to leave unexplored no opportunity that 
we can to see that competent research workers have what they need to 
do their job, if they are competent 
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Mr. Tuomas. We have a time-tested, American principle of paying 
for what you get. During the war we needed agricultural products 
and we put the price up there and we got them. If we needed certain 
types of. skilled people in factories and shipyards, we put into effect 
that old common term “premium pay” and it got them. 

What about taking the school teacher and putting some premium 
pay on him or her and putting him or her up in that high position in 
the community where they belong and giving them 10 or 15 years to 
see if that does not get the job done? We have these crash programs 
and fancy ideas. They are tried and untested. Let us go back to the 
old American principle. 


SCIENCE TEACHING FUNDAMENTAL TO SCIENTIFIC PROGRESS 


Mr. Tuomas. Maybe you are right. The first layer, the bedrock to 
this whole thing, is teaching. 

Dr. Waterman. We agree. That is why we are emphasizing the 
quality of instruction. 

Mr. Tuomas. You cannot do this overnight. You have all these 
programs giving the university this and trying to get them to work 
out a program. It is pretty simple to write this out on paper, but 
getting the universities to translate it into a workable program is some- 
thing else. They are human beings, too. They have to have per- 
sonnel. 

Dr. Waterman. As I see it, all of these approaches are different 
approaches which will succeed or not and we can judge these. In the 
long run we must work this way if we are to proceed along our own 
democratic lines. 

We would like nothing better than to see that science teachers have 
higher prestige and higher salaries. This thing cannot be accom- 
plished in a hurry. It does not seem that this is an appropriate thing 
for the Federal Government to do since ordinarily this is done by the 
local communities. So in our program, as you notice, we are not de- 
veloping a program affecting everyone, but we are trying to affect a 
significant number. 

Mr. Tuomas. It will take time. It will take patience and energy. 
You cannot do it under 10 or 15 years. 

Dr. WatTEeRMAN. It seems to me we affect a significant number of 
people so that things will get done about this in the traditional Ameri- 
can way rather than have the Government do it. 


TEACHER IMPROVEMENT PROGRAMS 


Mr. Tuomas. Page 255, what is the motive here? You refer to ex- 
perimental programs. Is this one of your new teaching improve- 
ment programs ? 

These experimental programs, designed to improve the subject matter knowl- 
edge of science teachers, deal with categories of teachers and training methods 
which are not provided for through the established science teacher institute 
programs. 

What are you going to do for this $3,400,000? 

Dr. Ketiy. That is broken down, beginning on the bottom of page 
255. 
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SUPPLEMENTARY TRAINING PROGRAM 


Mr. Tuomas. Supplementary training program, $400,000. 
Dr. Ke.iy. These are shorter institutes. 


LABORATORY TRAINING PROGRAM 


Mr. Tuomas. Where is the breakdown on this laboratory training, 
$1 million ? 

Dr. Ketiy. Page 257. There isa breakdown of one item, 

Mr. Tuomas. Is there not a table here? “Special field institutes, 
$500,000.” Have you got a table there? 

Mr. SHepparp. 232—A is the summary of all this. 

Mr. Tuomas. It is a breakdown of what total amount ? 

Dr. Levin. $3 million. 

Mr. Tuomas. Supplementary training, laboratory training, teacher 
self-improvement, university-small college program, $400,000, $1 mil- 
lion, $1 million, and $1 million. Summarize it right quick for us. 

Dr. Ketuy. They are broken up into several. One is the short, in- 
stitute program. Another is emphasizing the laboratory program. We 
emphasize in the regular summer institutes more the theoretical 
sciences, but we do recognize this need. 


SUPPLEMENTARY TRAINING PROGRAM 


Mr. Tuomas. What do you do with supplementary training, $400,- 
000% How long does it last? How many teachers will you have? 

Dr. Ketrty. The bottom of page 257 will be the breakdown; 20 
conferences at $10,000 each. 

Mr. Tuomas. What are they going todo? How long do they last? 
Is it a conference? 

Dr. Kexry. Yes. 


LABORATORY TRAINING PROGRAM 


Mr. Tuomas. It costs $400,000 for people to confer. What about 
the laboratory training for teachers, $1 million? This is brandnew. 

Dr. Keity. This is a summer-institute program especially designed 
for the high-school teachers, to see what can be done to help them 
build up their laboratories and to demonstrate the basic principles of 
science with equipment which they are likely to get in their local home 
communities. 


Mr. Tuomas. How many teachers are involved and what is the 
cost ¢ 


Dr. Ketiy. That is on page 259; 1,000 teachers, 100 institutes; the 
top of page 259. 


TEACHER SELF-IMPROVEMENT PROGRAM 


Mr. Tuomas. Teacher self-improvement program, $1 million. You 
had that this year. What do you do there? 

Dr. Ketriy. This has several attacks; support of libraries for teach- 
ers as we do for the students, teacher-oriented films which we make 
available to them. 

Mr. Tuomas. Who will bring it to them? Where are they going 
to project them ; in the schoolhouse, home, or where? 
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Dr. Ketiy. No; at the school. 


UNIVERSITY-ASSOCIATED SMALL COLLEGE PROGRAM 


Mr. Tuomas. “University-associated small-college program,” $1 
million. Tell us about that. 

Dr. Ketty. That is a program to encourage the large universities 
with research facilities and research faculties to cooperate with small 
colleges in their neighborhood to see if, by exchange of personnel and 
the like, we can bring up the quality. 

Mr. Tuomas. How do you arrive at a cost of $1 million ? 

Dr. Ketry. Page 262, the last paragraph. 

Mr. Tuomas (reading) : 


It is estimated that the program will cost $200,000 per center, on the average, 
with the cost_of 5 centers totaling $1 million. 


I know just as much now as I did before I read it. 


Course ConTENT IMPROVEMENT 


Mr. Reporter, will you put page 265 in the record, “Course content 
improvement program, $6 million. 
(T The page referred to follows:) 


2 (a)—4. Course content improvement program—Summary of obligations by program 














| Actual, Estimate, Estimate, | Increase (+) 
fiseal year fiscal year fiscal year or decrease 
| 1987 1958 1959 (—), 1959 
over 1958 
See — 
2 (a)-4A. Course content studies and develop- | 
ment: | | 
(1) Secondary school science _ _- Sis La $460, 000 | $430, 000 $3, 000, 000 +-$2, 570, 000 
(2) Undergraduate school science________.-- 11, 500 0 1, 000, 000 +1, 000, 000 
(3) Elementary and junior high | school 
science. ____- ess 0 0 500, 000 | +500, 000 
i a eel cas 471, 500 430, 000 4, 500,000 | +4,070, 000 
2 (a)-4B. Supplementary teaching Sigh. .4.-..2 158, 340 181, 341 | 1, 500,000 | = 4-1, 318, 659 
f arenceansinatheteneseatastatinescinato a Ee 
ee Skee aS a8is 629, 840 | 611, 341 6,000,000 | +5, 388, 659 


Mr. THomas. You have a program here that is going to cost $414 
million to develop course content. 


PROGRAM OBJECTIVES 


Put page 265—A in the record. 
(The page referred to follows:) 


2 (a)-—4. Course content improvement program 


I RISER OES OI cance tp bnsenanlps anni cates aap $611, 341 
mene, Deen: year WG0o0 6s ie a ea ee 6, 000, 000 
TUROIB ce a EE So a od +5, 388, 659 


OBJECTIVES AND NATURE OF COURSE CONTENT IMPROVEMENT PROGRAM 


A fundamental aspect of the solution to the problem of securing greater num- 
bers of competent scientists and science teachers is providing strong emphasis 
upon development of new and Significantly improved courses of study contain- 
ing the latest pertinent (or appropriate) knowledge, for all levels of our edu- 
cational system. Introduction of current concepts and findings into high school 
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and college science courses, strengthening the courses offered to future teachers 
of science, providing training aids and supplementary assistance to offset in 
part the limited number of science teachers, and presenting more stimulating 
and up-to-date mathematics and science courses even at the elementary level 
all contribute to ultimate improvement of the quality of science education. Pro- 
grams emphasizing these needs are fundamental to accomplishing one of the 
Foundation’s principal goals; that of improving scientific education throughout 
the Nation’s system of education. There is considerable evidence at present that 
apt students are rejecting careers in science and mathematics because of the 
uninspired presentation of outdated subject material. To offset this current 
trend and alleviate this critical situation two major program areas have been 
developed by the Foundation: 


(a) Course content studies and development 
(6b) Supplementary teaching aids 


SCIENCE EDUCATION RELATED TO ALL INTELLECTUAL AND CULTURAL DISCIPLINES 


It is worth while to note that the scientific interpretation of nature is not pri- 
vate property of science and scientists; it is part of the intellectual wealth of 
mankind. To partake of it and to derive full pleasure from it some effort is 
necessary, as it is for the enjoyment of art, poetry, and music. Many who are 
not going to be poets, painters, or musicians spend time in training their ears and 
eyes, in learning terms, and understanding techniques and methods. Few make 
an equivalent effort to gain appreciation of science. 


Mr. Tuomas. Last year you spent $611,000. You are going to spend 
$6 million in 1959. What are you going to do for this money? How 
are you going to do it? 

Dr. Ketiy. Perhaps the best way of illustrating this is to describe 
the program which is already going on in physics. 

We succeeded in convincing the top people in physics that there 
was a problem of subject matter content in high school; that is, in 
addition to the teachers we needed good subject matter to present. 
There was found to be overemphasis on applied engineering and very 
little on the basic fundamental principles of science. 

Dr. Waterman. And obsolete material. 

Dr. Ketry. And obsolete material, yes. This top team of physicists 
has been working for over a year. 

Mr. Tuomas. “Popularization of science.” How will you do that? 

Dr. Waterman. This is a better conception of science which we 
hope to come out with. 

r. Tuomas. You used that word “popularization.” I am quoting 
you. How are you going to do it? 

Dr. Ketiy. By giving the high schools more significance; more sig- 
nificance in the sense that the Sadie principles are emphasized to the 
teachers to present to their students. 

Mr. Tuomas. In what form are you going to present it? 

Dr. Ketiy. This program I described in physics has resulted in 
a draft of a new text in physics, monographs to go along with that 
text describing some of the applications, a series of films of 20 minutes 
each which will describe some of the experiments which are difficult. 

Mr. Tuomas. You referred to the text yesterday and again today. 
Who wrote the text? A text is only a text when it is adopted, in my 
language, by States, universities, et cetera. What assurance do you 
have this will be adopted ¢ 
Dr. Waterman. This is a draft text to be tried out at the present 
time. 

Mr. Tuomas. How are you going to spend your money ? 


215483—58—pt. 1 28 
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Dr. Ketuy. By allowing these scientists to take time off, paying for 
the development of the inhetaiince equipment, paying for people who 
are working with the high school teachers to work out the “bugs” in 
the text, and the method of presentation of the material to the 
students. ; 

Mr. Tuomas. Where are they going to work? Where are these 
scientists going to work ? 

Dr, Ketiy. They are working at their universities, and at MIT. 


BASIS OF COST ESTIMATE 


Mr. Tuomas. Give us a breakdown of your $6 million. Can you 
break it down for us? 

Dr. Waterman. While Dr. Kelly is looking that up, one of the 
large items is instructional films, the use of film material and film 
presentation of physics. That is, of course, a major item in this. 

Dr. Ketuy. We have a description which I know will not satisfy 
you completely on page 271. This is a very difficult item to say 
how much money can be used on. To emphasize this I should point 
out to you, in our support of this group at MIT more money was 
needed than we could get in our present program. 

This program is presently being supported by the Ford Foundation, 
the Fund for the Advancement of Education, and the Sloan Founda- 
tion. We base our estimates on this program on the expenses which 
were incurred by the MIT group. 

Mr. Tuomas. You have items of $1 million, $3 million, and $500,000. 
Here is what you say about the $3 million: 

In addition to continuing to provide support to the physics program, similar 
studies, will be encouraged and continued. It is most likely that significant pro- 
grams can be established in mathematics and beginnings made aiso in chemistry 
and biology. The Physical Science Study Committee received grants from the 
Foundation in fiscal year 1957 for approximately $450,000 for less than 1 year’s 
activities. This committee has requested considerably more support than 
the Foundation could provide. 

Where is this committee located—at Harvard or Yale? 

Dr. Ketty. MIT. The committee is made up of scientists from 
five colleges and universities in the country, and also at present of 
high-school teachers from various parts of the country. 

Mr. Tuomas. How are you going to put into effect these improved 
courses ? 

Dr. Ketuy. The first thing is being tried out this coming sum- 
mer; to bring in high-school teachers through the summer institute 
mechanism, to give them a review of this new high-school physics 
course during the summer. The committee already has had a great 
many requests from local school communities and State groups to 
start some of the programs in their communities. 

The problem is a difficult one that you bring up because it does require 
very, very close cooperation and sympathy between the scientific com- 
munity and the educational community, and I believe so far that we 
have been very lucky that the cooperation has been very close. 

The educational community does recognize that one of the most im- 
portant problems is the up-to-date emphasis on principles of science, 
and the cooperation is complete, and I can give you only assurances of 
hope that this cooperation will continue in the future. 
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Mr. Jonas. Who will have the copyright on this text? Who will get 
the profits from publication of it if all the schools in the country adopt 
it 

Dr. Ketiy. We hope a mechanism will be arranged so that the copy- 
rights and royalties will belong to some nonprofit organization so that 
arent coming back will help further studies of this kind in other 
fields. 

Dr. WarerMAN. You understand, of course, Mr. Chairman, that the 
foundation does not plan to make distribution of these. This is really 
a program in the development of the way physics should be taught. 
Once the course has been defined and has proved acceptable, we would 
not attempt to distribute it. ‘This would be left to other organizations. 

Mr. Tuomas. How long will the program last? How long will it 
take to wrap it up and get your plans completed and your textbooks 
written and printed ? A year, 2 years, or is this your first big year? 

The Ford Foundation and these other institutions have been work- 
ing on this for several years; have they not? 

Ir. WATERMAN. Not in this particular project. Westartedit. We 
were joined by the other foundations. 

Mr. Txromas. How long will it take now? 

Dr. Ketriy. We hope this critical analysis of subject material will 
last forever. We hope we can arrange things so the Federal Govern- 
ment can get out of the picture, once the text and laboratory material 
is prepared ; that the profits from this can be used to stimulate further 
studies in other fields. 

Dr. Waterman. It is looked at as a development project in teaching 
of physics, Mr. Chairman. I believe after this summer we will know. 

Mr. Tuomas, It is good to see we are going to continue to improve, 
but are we going to drastically change what we are doing now in the 
form of new textbooks and materials? We should. not, forever do 
that. When will we get into the hands of students today some new 
methods, to inspire new thinking and new information, new inspira- 
tion, et cetera ? 

Dr. Waterman. According to their current plans, I believe after 
trying this out this summer in summer institutes with teachers and 
getting their criticism, this then can be- perfected during the year, 
and also the laboratory material and the instructional films, so I 
our guess certainly within a year or 2 years this would be com- 

leted. 
5 INTERNATIONAL Sctence Epucation 


Mr. Tuomas. Put page 279 in the record, the international science 
education program, $1 million. 


(The page referred to follows :) 


2 (a)-—5 INTERNATIONAL ScreENcE EDUCATION PROGRAMS 


DB VETIBIIR, DORR BOGE BO scene ceerstetetsviraniritieciiinaltaireaatinhlitaatidieata 0 
RTI, DOPE PE Ce ates ecstacy th ccttagieneh cates ionising nena $1, 000, 000 
Imcreeees.. £420... b al tk SE OL +1, 000, 000 


PROGRAM OBJECTIVES 


The primary objective of these programs is to strengthen our Nation’s sicence 
education programs by providing opportunities for American scientists and 
educators to engage in cooperative science education activities with their col- 
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leagues in other countries. At the same time such contact could assist many 
of this Nation’s friendly neighbors in the free world to improve and modernize 
their present science education systems. 


DESCRIPTION OF PROGRAM ACTIVITIES 


No programs in the whole area of science education are of more vital im- 
portance to our Nation than those herein described which are international in 
scope. It has become increasingly evident that the very survival of the free 
nations depends more and more on international collaboration and cooperation. 
This is particularly so in the field of science education wherein we must strive 
to overcome many traditional barriers with the view of providing excellence of 
scientific effort and training in all of these nations. We must not assume that 
our future manpower requirements, either from the standpoint of quantity or 
quality, can be satisfied by or in any one nation. 

It is a well-known fact that a most significant proportion of fundamental 
discoveries have come from the nations of Europe and Asia. It therefore 
follows that it is of the utmost importance to this Nation that American 
scientists and educators maintain close working relationships with their foreign 
colleagues. Thus we shall be able to keep better informed on the current state 
of scientific education and knowledge throughout the world. 

Other nations have constantly produced great names in the world of science 
and many of our outstanding scientists have received their training in other 
nations; it follows that there is considerable merit in their science education 
programs. It would therefore seem fundamental to our Nation’s weifare to 
examine and evaluate these education programs with the hope in mind that we 
can draw upon the best features for strengthening our own system. At the 
same time it stands to reason that the free nations of the world could, through 
this program, better their own science education systems by incorporating some 
of the more modern concepts presently under development in the American 
science curriculums. 

This is a new area of major importance which should be developed as rapidly 
as possible to assure still more effective efforts in the sciences by the free na- 
tiens. Past experiences from the noteworthy advancements in both basic and 
applied research have shown the unquestionable value and urgent need of 
undertaking combined efforts in the sciences. It is proposed to remedy this neg- 
lected area through several science education programs of mutual interest 
which would incinde the free nations of Asia, Africa, and South America as 
well as of Western Europe. 


Mr. Tuomas. This is the international science education program. 
I think we discussed it yesterday. 

This is mainly for travel, is it not, including conferences? 

Dr. Waterman. No, sir. - 

Mr. Tuomas (reading) : 


It is a well-known fact that a most significant proportion of fundamental 
discoveries have come from the nations of Eurcpe and Asia. It therefore fol- 
lows that it is of the utmost importance to this Nation that American scientists 
and educators maintain close working relationships with their foreign col- 
leagues. Thus we shall be able to keep better informed on the current state of 
scientific education and knowledge throughout the world. 

You break that cost down as conferences, $100,000; curriculum 
development, $200,000; and summer and academic year institutes, 
$300,000—we are going to pay to bring them over—laboratory training 
programs, $300,000; and science education information programs, 
$100,000. 

Are we going over there or are they coming over here? 

Dr. Waterman. Both, Mr. Chairman. This will be a cooperative 
program. 

Mr. Tuomas. We pay for both? 

Dr. Waterman. We would hope this would be participated in with 
other countries. 
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Dr. Ketiy. This recognizes that we have as much to learn as we have 
to teach, 


USE OF COUNTERPART FUNDS 


Mr. Yates. Do you contemplate using counterpart funds for any 
of these rigs’ 

Dr. WateRMAN,. It will be considered. 
Mr. Yares. Is that in contemplation? Have you thought about 
it? 

Dr. Waterman. If possible, yes, indeed. 

Mr. Yares. Are such funds to be used in addition to the funds 
you are requesting here? 

Dr. WatTermMAN. That would be the point. 


CLEARINGHOUSE FOR ScreNTIFIC MANPOWER INFORMATION 


Mr. Tuomas. Tell us about page 283, clearinghouse for scientific 
manpower information, $830,000. We have gone into this many 
times. There is nothing new in this. 

I have written here: 


Try to distinguish between what is necessary and what is desirable. 

Let us spend this money getting more or better scientists. After we have 
gotten them, they will not hide, and if you call for them they will raise their 
hands and come forward. 


That is in my own handwriting. 


These activities are performed by the clearinghouse for scientific manpower 
information, which consists of two major activities: The national register of 
scientific and technical personnel, and scientific manpower studies. 


Are these private companies? 

Dr. Waterman. No. These are Government. 

This is actually handled by the scientific societies themselves, Mr. 
Chairman, who keep their own records. 

Mr. Tuomas. I know, but we have to pay them. We have to pay 
them to do it. 

Dr. Waterman. That is part of the expenses. 


NATIONAL REGISTER OF SCIENTIFIC AND TECHNICAL PERSONNEL 


Mr. Tuomas. $380,000 for “National register of scientific and tech- 
nical personnel.” Put page 285 in the record. 
(The page referred to follows :) 


2 (a)-6A NATIONAL REGISTER OF SCIENTIFIC AND TECHNICAL PERSONNEL, $380,000 


The National Register of Scientific and Technical Personnel maintains records 
on the location, training, and scientific specializations of selected scientists and 
engineers. Individual scientists provide this information to their professional 
societies which, in turn, pass it along to the register’s records center, which is 
maintained on a contract basis by North Carolina State College. The register is 
designed to provide a mechanism for the prompt location of individual scientists 
with highly specialized qualifications when needed for scientific work in the 
national interest. At the same time, the register data in the aggregate provide a 
unique source of information on the supply and characteristics of the scientific 
population. 

METHOD OF OPERATION 


Ten major professional scientific societies—and through them, some 150 addi- 
tional specialized societies—are now cooperating with the Foundation in the 
establishment of the register. Bach society serves as the registration agent in 
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the particular disciplines it covers, and provides the Foundation with data on the 
individual registrations secured. The Foundation establishes minimum operating 
standards, develops uniform procedures. and schedules, and provides a major 
share of the funds required. Punched cards are used for the maintenance and 
storage of these data and copies of register questionnaires are reproduced on 
microfilm, thereby assuring easy reference and rapid selection of individuals 
with specialized knowledge. An arrangement has been concluded with the 
United States Public Health Service whereby it maintains a register of sanitary 
engineers as part of the overall register. 


REGISTER COVERAGE 


Personnel included in register 


The National Register of Scientific and Technical Personnel is the only com- 
prehensive program for registration of scientific personnel. A few small rosters 
do exist for certain specialized professions, but these lists would have limited 
value in any large-scale mobilization of scientists. Records normally main- 
tained by the professional societies for their own purposes are generally in- 
adequate for register use. However, where such records contain adequate 
information on individuals, e. g., doctors, dentists, the register does not dupli- 
eate the coverage. The natural sciences and certain related disciplines, such 
as geography and demography, are covered by the register which, except for 
engineers, is aimed at including all scientists trained to the doctor of philosophy 
degree level, or with equivalent experience (defined as 4 years’ employment or 
training -beyond the bachelor’s degree). Since the number of engineers is too 
large to be handled on the same basis and since their utilization differs from 
personnel in most basic science fields, a “finders’ list” intended to include some 
25,000 engineers in different geographical areas and engineering specialization 
has been prepared as a first step in registration. These key engineers have agreed 
to supply advice on technical matters or names of other engineers with special 
talents, skills, or training, in case of emergency. 


Number of registrations, 1957-58 
Register operations began in fiscal year 1954 and the files included information 
on some 158,500 scientists and engineers at the end of fiscal 1957. It is expected 
that registrations will increase to about 171,000 during fiseal year 1958. 
“Operations under emergency conditions.” I have got this regis- 
tered. “Potential use of the register.” I have three question marks. 
[Reading :] 


The register is considered to be a very important mobilization tool. It is 
designed to locate promptly individuals with specialized training. 

I think the day you need them, you should state the need in the paper. 
They will know that the country is in trouble and we need these people 
with these skills for this national defense job, and I think they are 
going to come forward, whether you know them or not. 

Dr. Waterman. Let me make this point, Mr. Chairman, that if a 
real emergency or catastrophe existed in a major city or a section of 
the country, that destroys all communications, the register will tell us 
where scientists are in that area. 

Mr. Tuomas. If it destroys all communication won’t it affect the 
scientists in that area ? 

Dr. Waterman. It will tell us where the scientists are that can help 
and what kind, whether this a physiologist, nuclear chemist, or physi- 
cist; if any are in the area they can be located. I do not see how they 
could be in any other way. 


SCIENTIFIC MANPOWER STUDIES 


Mr. Tuomas. “Scientific manpower studies,” $450,000. Put that 
paragraph on page 292 in the record. 
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(The information referred to follows :) 


2 (A4)-6B Screntiricg Manpower Srupres, $450,000 


The National Science Foundation Act provides for the establishment of a 
“* * * central clearinghouse of information covering all scientific and technical 
personnel * * *.” This is interpreted to include the compilation and analysis 
of information on the supply, needs, characterstics, utilization, training, and so 
forth, of scientific and technical personnel, and the provision for its release in 
the most useful forms for program and planning guidance. This program is 
directed at meeting the scientific manpower information needs of Government 
agencies, of private organizations, and of the public generally. An increasing 
number of calls are made upon this activity to provide information basic to 
scientific personnel programs and planning. ‘These requests arise in both the 
executive and legislative branches of Government and both within and without 
the Foundation. Data on our scientifie personnel resources are provided both 
through published materials and through special studies, memoranda, and so 
forth. The scientific manpower studies activity is the central program in the 
Federal Government for the provision of these types of materials. 


CURRENT PROGRAM 


Generally, the Foundation’s scientific manpower studies are based upon in- 
formation collected by other organizations, both private and public. This in- 
volves the review and analysis of materials originally collected by the Office of 
Education, Bureau of Labor Statistics, Bureau of the Census, National Education 
Association, National Research Council, and many other governmental and 
private organizations concerned with one or more aspects of scientific manpower. 

The review of scientific personnel information provided through these other 
organizations quickly reveals certain data deficiencies. This is not to imply 
necessarily faulty workmanship on the part of these organizations, but rather 
to emphasize that these data are usually collected as a small part of a larger 
whole in which scientific personnel information is incidental. As these inade- 
quacies become apparent, the scientific manpower studies program undertakes 
to secure better information. This may require direct collection, initiation of re- 
search aimed at developing techniques and concepts, or assistance to other or- 
ganizations in their collection efforts. Each of these methods has been used on 
occasion. 


Mr. Jonas. Did not General Hershey tell us he was keeping a record 
on all those people? 

Mr. Yates. Just the reservists. 

7 Jonas. They registered scientists through 35 years old ; did they 
not 

Mr. Tuomas. He is training his Reserve officers. He is keeping rec- 
ords on them. 

Mr. Yates. He only goes up to a certain age. 

Mr. Jonas. Thirty-five. 

Dr. Ketuy. Could I comment on this? 

Mr. Tuomas. Doctor, you can do anything you want toin here. You 
are an integral part of the show. 

Dr. Ketiy. Thank you. 

The first use we have is for mobilization. We get requests from 
the military agencies, especially in the last Operation Alert. We 
received strong commendations from the Office of Defense Mobiliza- 
tion for the work that was done on the last alert. We do find it useful 
ourselves, and the societies in particular find use in this as a statistical 
mechanism to find out how we are doing in science, what particular 
fields are emphasized. 

Mr. Tuomas. I brought out the thought a while ago. You have to 
differentiate between what is desirable and what is necessary. We 
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cannot spend another $3 billion to $5 billion as we are spending on 
missiles. 

Mr. Evrns. One of the gentlemen on the staff has pointed out that 
in the basic act they are required by law to maintain a register of 
scientific and technical information and a clearinghouse of information 
under the statute. 


IMPROVEMENT OF BASIC DATA 


Mr. Tuomas. “Improvement of basic data,” $400,000. Put the bot- 
tom of page 294 in the record, please. 
(The pages referred to follow :) 


Fiscat YEAR 1959 Program 


The Foundation program of scientific manpower studies is primarily designed 
to fulfill the statutory requirement for a clearinghouse for information cover- 
ing scientific and technical personnel. At the same time the program provides 
information which permits the assessment of scientific manpower implications 
resulting from other Foundation activities some of which are not primarily 
concerned with personnel. It must also meet important needs of Government 
generally and at least attempt to provide information for the more urgent re- 
quirements of non-Government agencies and individuals. These information and 
factfinding activities must be alert to anticipate needs and be continually operat- 
ing at the fringe areas of knowledge on these topics. 

The funds available for this activity have not permitted the development of 
broad programs for satisfying all urgent data requirements. As a consequence, 
it has been neeessary to concentrate on selection of the most pressing areas of 
data needs, the review of simple and inexpensive methods of providing informa- 
tion, and the encouragement by modest support of other Government and private 
organizations in attempting to meet needs. Progress in providing factual an- 
swers to some difficult problems, such as demand and supply relationships for 
example, is necessarily slow under such an arrangement. 


Program DrevELOPMENT OPERATION AND EVALUATION 


Mr. Tuomas. Put in page 300, “Program development, operation 
and evaluation.” 
(The page referred to follows :) 


2 (b). Program development, operation and evaluation—Summary of obligations by 
organization 


Estimate, fiseal | Increase (+) or 
year 1959 decrease (—) 
1959 over 1958 


Actual, fiscal Estimate, fiscal 
year 1957 year 1958 











te ee 
Posi-| Amount | Posi-| Amount | Posi- | Amount | Posi- Amount 
tions tions tions | tions 








Scientific personnel and educa- 
tion division.._..........-...-- | 56 | $601, 488 
| 








64 | $706,663 | 137 


| 


Mr. Tuomas. You ask for $2,140,000. What are you going to do 
with that money ? 

Dr. Waterman. What page is this, Mr. Chairman? 

Mr. Tuomas. Page 300. 

Mr. Yates. Have they done away with the President’s Committee 
on Sciences? 

Dr. WaTerRMAN. Yes, sir. 

Mr. Tuomas. On pages 301 and 302 we have a breakdown: 137 po- 
sitions this year as against 64 last year. Then you have a number of 


$2, 140, 000 | +73 |+$1, 433, 337 
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items under that calling for a total of $2,140,000 or an increase of 
$1,433,337. 

This is on page 300 headed “Program development, operation and 
evaluation, summary of obligations by organization, scientific person- 
nel and education division. 

Mr. Waterman. That is divided between personal services and other 
contractual services. That is detailed on page 301. 

Mr. Tuomas. There are no grants mixed up in here? 

It is all personal services, is it? 

Dr. WarerMan. This is purely for the administrative costs. 

Mr. Suepparp. It is administrative costs for all of the programs we 
have been discussing. 

Mr. Tuomas. This is administrative costs for manpower ? 

Mr. Suepparp. Yes. 

Mr. Tuomas. We went into the administrative costs now for grants 
to universities and so forth before. 

This is the other half of the administrative cost picture? You 
hold this part down to about 5 percent, too, like you did the other, 
taking out $1.1 million ? 

How much is your contribution to the Civil Service Commission ? 

Mr. Sueprarp. $52,000 for this item. 

Mr. Tuomas. What are your other administrative costs here of 
$1.101 million? That is what we went into some while ago, is it not? 

Dr. WATERMAN. Yes, sir. 


PERSONAL SERVICES 


Mr. Tuomas. Will you put the breakdown into the record here on 
pages 303 and 304 at this point? 
(Pps. 303 and 304 follow :) 


2 (b) Program development, operation, and evaluation 


Available, flaca) your 2O Bai seiececestcstd — cessctlncinliaennctitblinninmtaiies $706, 663 
Workinminte, AOCAL . WOOT RO aaicisisccis pp cuinscmeeci piven bigneiiedinddedsemeeld 2, 140, 000 
TCP OR Rigi ichctie sini sc shis sien gases motile dtda wnt ~~ +1, 433, 337 


ACTIVITIES COVERED 


The costs of administering the “Support of scientific manpower” programs, 
discussed in preceding sections, are reflected under this subactivity, and include 
salaries, travel, printing, and other related operating expenses of the Scientific 
Personnel and Education Division. 


Financial requirements by object—O1 Personal services 


Actual, Estimate, Estimate, 
fiscal year 1957 | fiscal year 1958 | fiscal year 1959 


Full-time staff: 


i lg kl ST ene dla 56 64 137 
PR Oe MNO ied dn ccriccwecadcensuastehumn 45 60.7 105. 5 
Bie sins Ser sigh ccd eral tities sie ss ond enema $346, 150 $436, 600 $852, 045 
Tienes commited. cis... node de ee 2, 225 1, 400 2, 400 
Saxo ois sca id gn icek, aekn sade 3, 642 4,000 10, 160 
PE orctnnrcndnanciheddipetdiinan piel 352, 017 442, 000 864, 605 
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A. Organization and staffing—The Scientific Personnel and Education Divi- 
sion is administered by an Assistant Director of the Foundation, who is respon- 
sible for the development and execution of programs in his area. There is a 
divisional committee for this division, as required by statute, to make recom- 
mendations to and consult with the Assistant Director of the Division, the 
Director, and the National Science Board, with respect to policy matters ap- 
propriate to the programs of the Division. 

The Scientific Personnel and Education Division is organized into the follow- 
ing sections: 

Fellowship Section 

Institutes Section 

Special Projects in Science Education Section 
Course Content Improvement Section 
International Science Education Section 
Scientific Manpower Section 

Each section is under the administration of a head, who is responsible for 
planning, administering, and evaluating the programs of his section. Each 
section head is assigned by a staff of professional assistants, with necessary 
clerical and secretarial personnel. In addition, experts are hired as consultants 
on a when-actually-employed basis to assist with the various programs. 

In fiscal years 1957 and 1958, a separate secretariat was provided under this 
Division for the President’s Committee on Scientists and Engineers. 

B. Full-time staff—A net increase of 73 positions will be necessary in fiscal 
year 1959 due to proposed expansion of 438 percent in proposed funds for support 
of scientific manpower programs. The net increase in positions will provide for 
137 positions. Anticipated workload for fiscal. year 1959 has not been con- 
sidered in terms of proposed fund increases alone, but in terms of planning 
and direction of expanded existing programs as well as new programs. For 
example, the total number of students planned to be supported under the fellow- 
ship program in fiscal year 1959 is 10,620, or an increase of 9,612 over 1958. Of 
this total, 9,050 represents fellowship support under new programs involving 
establishment of new review and processing procedures. Insofar as the in- 
stitutes program is concerned, a total of 771 teacher-training institutes would 
be supported in fiscal year 1959, representing an increase of 616 over the 155 
to be supported this fiscal year. Of the total of 771, 185 will represent institutes 
to be supported under new programs. Funds requested for special projects in 
science education are proposed for increase from $655,000 to over $15 million, 
involving extensive planning and administration of new experimental training 
programs, affecting about 6,700 secondary and undergraduate students, over 
30,000 teachers at verious levels, and about 1,000 scientists and engineers, as 
well as supervisory expansion of going programs which will have a direct impact 
on over 2 milion students and teachers. Because of the urgent need for expand- 
ing work in the vital area of science-course improvement, a separate section is 
being established to administer the programs in this area which are proposed 
for a tenfold increase. In like manner, a new section is contemplated to plan 
and direct the new program in international science discussed in section 2 (a)-5 
of the justifications. 


Mr. Tuomas. The table shown in the middle of page 305 is a very 
good table. It might be well to put that in the record at this point, 


too. 
(P. 305 follows :) 


In the Clearinghouse for Scientific Manpower Information, increased emphasis 
on manpower studies and expanded register coverage will require additional 
staff to plan and direct additional work explained in section 2 (a)-6 of the 
justification. 


A comparison of staffing levels by sections for fiscal years 1957-59 is indi- 
cated below : 
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Section Actual, Estimate, Estimate, 
1957 1958 1959 
WOR I. i thnks etininktucinctibamnniniasecesiaae 13 14 37 
I «a: nscia escccnre ieseenieesiitacics oeuirecabhdndenidenioommadbines 6 7 23 
Special Projects in Science Education Section................. 6 10 21 
ourse Content Improvement Section._..................--.- 0 0 8 
International Science Education Section.................-.-.- 0 0 5 
Clearinghouse for — Manpower Information Section... 14 14 23 
og ge gs RS ee er ee ee 
Secretariat for President’s  Comaalaaas on Scientists and En- 17 19 20 
CE okinctscngdncvcapnnrehisscuin tcndnsiguaedeiindiaite dedi 
TOUTE inn nd denicitncnctinthonncendabtlictiun aa 56 64 137 


The net increase of 73 positions requested for fiscal year 1959 is distributed by 
grade range and function, as follows: 


Number Percent 
Above grade GS-9: Technical and professional — ash eb aneacinnie 29 40 
Grade GS-9 and below: Clerical and stenographic positions. ................ 44 60 
DO iistsni tip tinids cuctitnniapeetdiedibepim de ede 73 100 


An increase of $422,605 in funds and a net increase of 44.8 man-years are 
indicated for fiscal year 1959 over 1958, to provide for the net increase in posi- 
tions, together with employment on a full-year basis of positions that will be 
filled less than a full year in fiscal year 1958. 

Mr. Tuomas. As to page 308 covering rents and utility services, and 
other contractual services, we have already gone into that. 

Where you break it down on page 309, you use this language, “A 
total increase of $975,932 for all of the objects listed above is estimated 
for fiscal year 1959 over 1958.” 

You break it down under fellowships, institutes, special projects in 
science education, course content improvement, international science 
education, and general. 

All of that may be of doubtful value. 

Mr. Yates. Did you put into the record the tabulation on page 310? 

Mr. Tuomas. That is the combined table. 


EXECUTIVE DIRECTION AND MANAGEMENT 


Mr. Suepparp. This is the cost of the National Science Board and 
the Director’s Office and the Division of Administration. 

Mr. Thomas, will you put pages 310 and 311 in the record? 

(Pp. 310 and 311 follow :) 
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COST OF OTHER OBJECTS 


Mr. THomas. What is your total employment throughout the 
agency ¢ 

Mr. SHepparp. 454. 

Mr. Tuomas. Your total for executive direction is 142 employees 
against 93 for last year. That is an increase of 49? 

Mr. Suepparp. That is correct. 

Mr. Tuomas. You charge rents and utilities $2,000 this year against 
$400 last year. Why the change? 

Why does travel go up from $45,000 to $58,000? Everybody in the 
organization is not going to travel; are they ¢ 

What about your supplies and materials jumping from $35,000 to 
$114,000? Equipment jumps from $48,000 to $221,000. 

Mr. SHerprarp. That is for the entire agency and not just this 
group. 

Mr. Tuomas. Why is it placed here then ? 

Mr. Sueprarp. It is the only way we could distribute the cost of 
common supplies, such as paper and pencils and so forth, without 
going into cost accounting or some equally expensive method of dis- 
tributing cost. 

Mr. Tuomas. What about the equipment, then; is that the same 
thing? 

Mr. Suepparp. Yes, sir. 

Mr. Tuomas. What equipment are you going to get? Where are 
you going to get your equipment ? 

Mr. SuHepparp. That would be procured under the General Services 
Administration contracts, I believe. It provides equipment for about 
58 of the new positions in the way of desks, typewriters, and that 
sort of thing. 

Mr. Tuomas. In your concluding paragraph, you use this language: 

An increase of $339,688 for all of the objects listed in the table on the 
preceding page is estimated for fiscal year 1959 over fiscal year 1958. The major 
increases are for supplies and equipment which will be needed for the pro- 
posed additional employees to administer new and expanded programs of the 
Foundation. For example, of the $173,500 increase in equipment costs for 1959 
over 1958, $70,000 will be necessary for desks, chairs, and tables, for expanded 
staff requirements. An increase of $24,000 will be needed for the purchase of 
an additional bookkeeping machine, additional equipment related to duplicating 


of material, and dictating equipment to facilitate the preparation and process- 
ing of the increased flow of grants, contracts, and so forth. 


It all comes about by virtue of that ? 


OTHER MEANS TO ASSIST SCIENCE TEACHING 


Mr. Yates. I am impressed by the justifications, Mr. Chairman I 
think the agency has been doing a good job in developing this mam- 
moth program and in attempting to justify the appropriation which 
they seek. I think the chairman’s criticism is well founded in some 
measure in that the justifications do not contain as detailed a break- 
down in some of the programs as an Appropriation Committee might 
desire. It is understandable, however, in view of the tremendous 
— of the work involved. 

have only a few questions at this time, in view of the lateness of 
the hour. 
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A number of your programs provide incentives for teachers to im- 
prove themselves. There is currently a bill in the House Committee 
on Ways and Means which would grant exemption to teachers for 
the amounts they expend in improving their capabilities for teach- 
ing. I would assume that the Foundation would favor such a bill; 
would it not? 

Dr. WaterMAN. This involves a question as to what extent the Fed- 
eral Government chooses to subsidize education generally. I would 
think that the purpose of this would be excellent in that it would pro- 
vide a good incentive for them to improve themselves. I am not 
enough of an economist to know how this would affect the general 
picture. 

Dr. Ecxuarpr. Is the idea this: If the Foundation gives a grant of 
over a thousand dollars to the teacher, is this taxable income? This 
would not be taxable. 

Mr. Yares. I think that is up to the Internal Revenue Service. The 
purpose of the bill is to permit a teacher to deduct such expenses as 
she spends out of her own pocket for her own improvement. 

Dr. WaterMAN. Grants for teaching or training would be exempt. 

Mr. Yates. By law. 

Dr. WATERMAN. Yes. 

Mr. Yares. Certain prizes are taxable. This may apply to the 
field of teaching, too. 

Mr. WarterMAN. So is employment in some kinds of research. 

Mr. Jonas. I did not hear that answer. Will you repeat that? 

Dr. WaterMan. Grants for the purpose of research or education 
are like fellowships, free from taxation, according to present law. On 
the other hand, if this is employment on a research project, this is 
taxable. 

Mr. Yares. I, for one, favor the bill to permit teachers to exempt 
moneys spent to help themselves. 

Mr. Jonas. Have you checked that? 

Mr. Horr. Employment on the grant is taxable. Fellowships are 
exempt up to $300 a month or, altogether if there is a degree involved, 
so that those things are pretty well. covered, but what a teacher pays 
on his or her own is not deductible for tax purposes now. 


USE OF COUNTERPART FUNDS 


Mr. Yates. You stated in response to an earlier question of mine 
that you contemplated the use of counterpart funds in addition to 
those itemized in your budget, where this is possible. Have you any 
idea what that will total ? 

Dr. WaterMAN. Perhaps Mr. Hoff could answer that. 

Mr. Horr. There, again, at the present time they are not available, 
but there is an amendment somewhere around which would permit 
or widen the use of counterpart funds. If that is done, then it. will 
be available for paying translators abroad or any other scientific 
activity. 

Mr. Yates. Are counterpart funds available now for the purchase 
of textbooks ? 

Mr. Horr. They might be, but they are not in the right places. That 
would be the answer to that. 

Mr. Yates. We havecounterpart funds in Germany ? 
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Mr. Horr. I do not know if they are available for this purpose. 
There is one section in this counterpart thing which might be avail- 
able for textbooks. 

Mr. Yares. The reason I asked the question is that on a plane a 
few weeks ago, I sat next to a physics graduate student who told me 
that one of his major items of expense was the purchase of textbooks, 
written in a foreign country and translated in this country. He had 
2 or 3 books that he was buying and I think the total cost was $60; 
$15 or $20 a book. 

Dr. Waterman. This is one of the great difficulties in our science, 
getting hold of Russian documents. There are not many mere 
who can translate Russian and who are scientists, too. This cost has 
been very high and we hope it can be reduced. 

Mr. Tuomas. It has been stated the cost is $13 to $35 a page. 


CLASSIFICATION OF RESEARCH 


Mr. Yates. Some time ago some of the agencies were running into 
difficulty with Executive Order 10450 pertaining to security. 

How does that operate in terms of the program? One of the criti- 
cisms that has been advanced in the past is that scientists have not been 
allowed to pursue their activities in an atmosphere free from the 
restrictions of Government security. 

Is that being eased in any respect ? 

Dr. WaterMAN. We hope it will be. Our programs concerned with 
basic research are, without exception, all unclassified so there is no 
problem in our own program. The availability of research which 
has been classified is not yet declassified so that is something that has 
always to be watched because it is a troublesome thing to do. The job 
is enormous and it is very hard to keep it up to date. 

Mr. Yares. So that the criticism that most scientific societies have 
advanced about restrictions of Government security are not applicable 
to this program ? 


PROGRAM LEVEL FOR FISCAL 1959 


Mr. Evins. Percentagewise, how much of a general increase in per- 
sonnel, dollarwise for this program, does the Foundation estimate 
for this budget? How much of an acceleration is there in this budget 
over last year ? 

Dr. Waterman. The training program goes from $15.5 million to 
$82 million. The basic research program goes from $16 million in 
the present year to $40 million. The facilities program doubles. The 
current figure is $12.4 million. 

Mr. Evins. This is a budget that the Foundation feels the countr 
should support at this time in view of the recognized public acknow!l- 

ent oft need and acceleration required in science ? 

r. WaTeRMAN. Very much so. I would like to call attention to 
the fact that these programs, selective as they are, give us the oppor- 
tunity in this country to develop these things in our own way and not 
by fiat. They are relatively inexpensive and the country must pay 


attention to the development of fundamental research. We need 


capable men, ideas, and equipment to carry on with. The econom 
of the country, in my opinion, can be best protected by using researc 
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to make a careful selection of what we develop. The selection of thin 
that we continue to develop and put capital into for production. This 
is where the big money is spent. 

As you know, the total Federal budget for fiscal year 1957, $3.4 
billion was for these broad purposes, ae $218 million this past year 
was for basic research. Basic research is a relatively inexpensive 
thing. The cost comes when you try to carry it further. This is 
where, in the interest of national economy, we should be careful what 
we select. Our selections and ideas wil be better, and our performance 
will be better if we can provide the right kind of basis for all of this in 
the support of basic research itself, and in the training of our scientists. 

Mr. Evins. Thank you. 

Mr. Botanp. I have no questions except to echo what Mr. Yates 
said. The foundation has given us a good justification and planned 
for a program that has been thrust upon them in a very difficult time. 
I think the agency has done a tremendous amount of work and must 
have spent a tremendous amount of time on it. 

I want to compliment the Foundation on the manner in which it 
has made its presentation, and I know that you have tried to reach 
the problem in the best manner possible. 

Incidentally, do you still occupy that same old building? 

Dr. WaterMAN. The old Cosmos Club building. 

We are divided in three locations. One is the Winder Building and 
another is Jackson Place. As you know, we are moving to the old 
Atomic Energy Building. 

Mr. Botanp. Will that take care of all of your space needs? 

Dr. WaTerMAN. Yes. 

Mr. Botanp. I always felt sorry for you in your old location. 

Mr. Yares. That is the reason they stayed there, to obtain your 
sympathy. 

Mr. Tuomas. That is a good statement you have made, Dr. Water- 
man, and to back it up and prove it, here is a budget justification of 
316 pages. You could not compile this overnight. By and large, I 
think you have a lot of splendid detailed information in it and you 
could have spent 6 or 8 months time on it, or more than that, with the 
cooperation, I am sure, of some people working 10 hours a day. 

Dr. Waterman. Thank you, Mr. Chairman. 


NEW PROGRAMS IN 1959 ESTIMATE 


Mr. Osrerrac. First of all, may I inquire as to the total number of 
new programs or projects involved in this budget? 

You have many grants and contracts under the support of science 
and then many in connection with the support of scientific manpower. 
Just to get a broad view of the advancement that you are making, 
have you any estimate as to the total number, Dr. Waterman? 

Dr. Waterman. Yes; I have it in terms of dollars. I believe our 
new programs amount to something like $33 million, out of a total of 
$140 million. There are 19 new programs. They are mostly experi- 
mental so that the balance of this, which would be about $107 million, 
represents programs that we have had experience with for a number 
of years. 

Mr. Osrerrac. Under the support of science for fiscal 1958, approxi- 
mately $25 million was appropriated, is that correct ? 


21543—58—pt. 1——_29 
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Dr. WatTerman. Yes, sir. 

Mr. Osrerrac. This is an increase of some $31,500,000 ? 

Dr. WaterMAN. That is right. 

Mr. Osrertac. How many new programs does that represent? 

Dr. Waterman. There are none here. 

I beg your pardon. In the research facilities, we have one item, 
“Construction of the solar telescope and scientific communication 
system, under Dissemination of Scientific Information. 

Mr. Osrerrac. In other words, in the support of science, the in- 
crease of $31,500,000 represents a continuation of programs already 
in effect ? 

Dr. WaterMAN. Yes. 

Mr. Osrertac. But a stepping up of the programs, through larger 
grants? 

Wr. Waterman. Yes, sir. 

Mr. Osrertac. Is that a fair estimate of the picture? 

Dr. Waterman. Yes, an increase in the support of science area. 

Mr. Osrertac. In regard to the support of scientific manpower in 
fiseal year 1958, you had $15,500,000 as compared with $81,700,000, or 
an increase of $66,358,000 ? 

Dr. Waterman. That is right. 

Mr. Ostertac. How many new grants or programs does that entail ? 

Dr. WarerMANn. Seventeen, I believe. 

Mr. Osrerrac. The increase is not based on new programs and new 

rants, but primarily a greater amount for those that have already 
en in force and effect ? 

Dr. Waterman. That is correct; yes, sir. 

Mr. Osrertrac. Does this program, which is a substantial increase 
over last year, constitute a part of the overall program being recom- 
mended in the field of education, particularly with relation to science? 

Dr. Waterman. Yes; this has been carefully coordinated. 

Mr. Osrertac. So that the $98 million, or approximately $100 mil- 
lion is an increase in your field, but you people in the Science Founda- 
tion, while you have substantial increases year after year, this year 
brings you into full-grown status ¢ 

I do not mean that your organization as constituted, but I mean 
the programs under your organization or jurisdiction. 

Dr. WaTerMAN. Yes, sir. 

Mr. Osrerrac. In other words, they have been small up to now but 
this really places them on a full-blown basis? 

Dr. WATERMAN. Yes, sir. 


DEVELOPMENT OF 1959 ESTIMATE 


Mr. Ostertac. One more point. The $100 million increase, as I 
said before, is a substantial one but did your program call for more 
than that when you made up your budget ? 

Dr. Waterman. This year the budget was so much under discus- 
sion that it is hard to give precise figures. 

Our program was $147 million at the point where we were asked 
to pay special attention to developing training and education pro- 
grams. This increased the total considerably, and this had to be fully 
discussed with the Office of Education and coordinated with their 
plans. 
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This was done in two very full sessions and representatives of the 
administration and the Bureau of the Budget were all involved. 
When these discussions were completed, it resulted in our having the 
program that you see here today and the Office of Education has 
theirs. sao 

If I might now return to the subject of the rest of the $147 million 
that I feck of, these were the research and research facilities funds. 
In the final adjustment we came out with $140 million. In the process 
the items for scientific manpower, training, and education were in- 
creased relatively. 


RADIO ASTRONOMY 


Mr. Jonas. You are providing money for Associated Universities 
to build these radio observatories ? 

Dr. WarerMAN. Yes, sir. 

Mr. Jonas. Those universities associated together in this organi- 
zation will actually operate 4 

Dr. Waterman. For a 5-year period. They have a contract on 
that basis. 

Mr. Jonas. How do you justify giving Associated Universities 


the grant of $80,000 under basic research leading to the establishment 
of that ? 


Dr. Warerman. If I understand your question correctly, all of 
these projects have to start, in the first place, with a study by scien- 
tists as to the need. Certainly, there has to be feasibility studies to 
know what one may attempt. Finally, one has to make design studies 
to be worked out in detail in a large construction job like this. All 
of those costs go into this. 

Mr. Jonas. Is that called basic research ? 

Dr. Waterman. This is preparation for the final contract. The 
minute the contract is under way in this particular case, we want them 
to start basic research at the very earliest opportunity. There are 
certain things that they can do in this very favorable environment at 
Greenbank, which is basic research and which they can get under way 
with, whenever we get them into the final research programs. 

Mr. Jonas. That could not be called a grant for basic research, 
that $80,000 ? 

Dr. Waterman. I do not identify this particular item thus. 

Mr. Jonas. On page 114 of your report for 1957, Associated Uni- 
versities, studies leading to the establishment of a radio observatory. 

Dr. WarerMAN. Yes, this was the preliminary study that I spoke 
about. It is not part of the major contract. Those studies do in- 
volve basic research to find out what it is that one can accomplish 
with a large instrument. 

Mr. Jonas. I understand that all of the members of our Board 
were sold on the need for this observatory and you did not have to 
have studies to indicate that, did you? 

Dr. Warerman. Yes. For example, in the early studies about this 
articular place, you will remember that some really basic research 
ad to be done to determine what the environments were in different 

locations for setting this up. That is really basic research. 
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OPTICAL ASTRONOMY 


Mr. Jonas. You made a fae of money for basic research to a 
university in the amount of half a million dollars for the same work 
leading to the establishment of the American Astronomical Observa- 


tory ? 

Dr, Warerman. That is right. That was preliminary to this study. 
This involved the investigation and actual research into the seeing 
conditions at various proposed sites. A systematic study made on 
that subject lasted over a year. Its purpose was to determine the 
best visibility so that when the instrument is finally constructed it 
will have the maximum seeing time, as the astronomers call it. 

Mr. Jonas. Would it take half a million dollars to finance it? 

Dr. Waterman. This is quite expensive. When this is done one 
has to select the mountain peaks up in clear air and build experi- 
mental towers and equipment which will actually take scientific meas- 
urements of the visibility. 

This will revert to the Observatory when it is built. 

Mr. Jonas. Which will be when? 

Dr. WaterMan. These experimental equipment towers for the 
study of visibility ? 

ECOLOGICAL STUDIES 


Mr. Jonas. What was the study under the subject of Integration of 
the Oak Forest Community, $19,000? 

Dr. Waterman. I do not recall that. What area is this in? 

Mr. Jonas. Another basic research grant. 

Mr. Yates. What field? 

Mr. Jonas. Page 134, Integration of the Oak Forest Community. 

Dr. Levin. This is called an ecological biology study. The pur- 
pose of such a study is to determine how plants and other organisms 
and trees affect each other. 

Mr. Jonas. What do you mean by Oak Forest? Is that a par- 
ticular community ? 

Dr. Levin. It is a forest with oak trees. 

Dr. Waterman. This is a scientific subject, not a town. 

Mr. Jonas. If not the name of a town should it be capitalized ? 

Dr. Levin. I do not think so. 

Mr. Jonas. I thought perhaps it was a study of integration prob- 
lems in Oak Forest, a particular community—Chicago, perhaps. 

Dr. Levin. Not at all. This is how oak trees influence each other 
and other plants. This is called an ecological community. It has 
nothing to do with human beings except as how being a civilized and 
thriving element they may affect the natural state of these other 
things. 

Dr. Levin. Off the record. 

(Discussion off the record. ) 


SHORTAGE OF SCIENTIFIC MANPOWER 


Mr. Jonas. I have only one other question, and this is of a very 
general nature: Do we really have as serious a shortage of scientists 
as the general public assumes today ? 
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Dr. Waterman. One good answer to that—it is a good question— 
is that our shortages are mostly in particular fields of science and 
engineering. 

here are other fields that are very little affected. 

So, the overall figures are not very illuminating except to talk 
about trends. 

Mr. Jonas. I was led to ask that question because I recall reading 
a news story a month or so ago which was provoked because of an 
advertisement of 35 or 40 scientists in New York which appeared in 
one of the papers, pleading for jobs, and denying that there was any 
shortage in their particular fields. 

Mr. Tuomas. Some engineers also did that all over the country. 

Mr. Jonas. And, another statement: Just look at the ads in the 
newspapers : “Jobs wanted,” and that dispels some of the gloom about 
our having such a terrible shortage in those fields. 

Dr. WaterMan. The shortage is very acute, as always, of course, 
in any field with first-class men. 

An illustration of how these things can get exaggerated is the case 
of a firm in California 

Mr. Tromas. We are talking about we average fellows who are in 
the majority. 

Mr. Yates. That isthe trouble. 

Dr. Waterman. A firm in California had to drop a number of 
engineers, according to the report, and this got in all the papers. 

They could not find jobs, and so the story went around that there 
could not be a shortage of engineers or all these people could have 
found jobs. 

As a matter of fact, this was looked into, and the facts proved to 
be that only a few of these were trained engineers. The rest were 
simply not trained engineers. 

The reason they could not get jobs is because they were not trained 
engineers. The trained engineers were immediately reemployed in 
other parts of the plant and retained. 

What we badly need, you see, are highly trained people, especially 
in certain sciences and certain kinds of engineering. But, if one looks 
at the question broadly, as I said before, we must see to it and be deter- 
mined about it that we get a maximum of highly trained people in this 
important area. Our future just depends on it, whether it is war 
or peace. 

Mr. Tuomas. Thank you, gentlemen. This is a great agency, and 
we feel very close to you gentlemen. It is nice to swap ideas with 
you. Wethoroughly enjoyed it. Come back to see us. 

Dr. Waterman. Thank you, Mr. Chairman. 











452 
Fesruary 3, 1958. 


CIVIL SERVICE COMMISSION 


WITNESSES 


HARRIS ELLSWORTH, CHAIRMAN 

BERNARD L. FLANAGAN, COMMISSIONER 

FREDERICK J. LAWTON, COMMISSIONER 

WARREN B. IRONS, EXECUTIVE DIRECTOR 

DAVID F. WILLIAMS, DIRECTOR, BUREAU OF MANAGEMENT SERV- 
ICES 

W. B. UHLENHOP, CHIEF, BUDGET AND FINANCE DIVISION 

J. A. HAMILL, CHIEF, BUDGET SECTION 


Mr. Tuomas. Will the committee please come to order. 

We have with us this morning the United States Civil Service Com- 
mission. It is certainly a pleasure to have with us again many of our 
old friends: Chairman Ellsworth, who is well and favorably known to 
this committee—in fact, he has served in Congress with us; an old 
friend of many years’ standing, Frederick Lawton, Commissioner, who 
has held just about every job in the Federal Government; and Warren 
Irons, Executive Director—congratulations on your new duties, Mr. 
Irons. It is a promotion, and 1 am sure it is a well-deserved one. 

Mr. David Williams, Director of the Bureau of Management Serv- 
ices is here; Mr. Uhlenhop, Chief of the Budget and Finance Division; 
and Mr. Hamill, Chief of the Budget Section. 

We have with us for the first time Mr. Bernard L. Flanagan, one of 
the new Commissioners of the Commission. He is a man, so we are ad- 
vised, of much experience with the Government. 


BIOGRAPHY OF COMMISSIONER FLANAGAN 


We are delighted to have you with us, Mr. Flanagan. For the 
purpose of the record, will you give us a little, short résumé of your 
background and experience ? 

Mr. Fianacan. My name is Bernard L. Flanagan, of Vermont. 
I attended law school here in Washington, then served a tour with 
Senator D. Aiken, of Vermont. 

My next appointment was with the Administrator of the Veterans’ 
Administration, and then I moved over to the General Services Admin- 
istration, and served in the Office of the Administrator until January of 
this year, when I was nominated to the Civil Service Commission. 

Mr. THomas. When were you first nominated to the Veterans’ Ad- 
ministration? How long did you serve there? 

Mr. Fuanacan. I was with the Veterans’ Administration 214 years. 

Mr. Tuomas. In what capacity ? 

Mr. Fuanacan. As a Special Assistant to the Administrator for 
Congressional Liaison. 

My position at the General Services Administration was Special 
Assistant to the Administrator for Congressional and Public Affairs. 

Mr. Tuomas. That is funny. This committee has had no contact 
with you in either place, and we are supposed to do a little business 
with both of those Administrations. 
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Mr. Fianaean. I was here, Congressman, each time they appeared. 
I assisted in both positions, I assisted the Administrators in their ap- 
pearances before this committee. 

Mr. Tuomas. You ought to know your way around, then, over on 
the Senate side, and over here, too. Anyway, it is nice to have you 
with us. 

Mr. Franacan. Thank you, sir. 

Mr. Txomas. We are sure you will do a fine job over there. Your 
experience has certainly been ample. 

r. Chairman, do you or any of your colleagues have a statement 
for us? 

If you do, we certainly would like to listen to you. 

Mr. Ex.tsworrn. Yes, sir. 

Mr. Tuomas. Tell us about yourself. 

Before you get started officially, are they working you pretty hard 
over there ¢ 

Mr. Extsworrn. They keep us pretty busy, all right; working every 
day. 

BIOGRAPHY OF COMMISSIONER ELLSWORTH 


Do you want my biographical sketch, my recent biographical sketch ? 
Mr. Txomas. We know you so well. 


Mr. Exitsworru. I will leave it for the reporter, just in case you 
want it. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Let’s put it in the record. 

(Biographical sketch of Mr. Ellsworth follows :) 


BioGRAPHY OF Harris ELLSwortH, CHAIRMAN, UNrrTep States Crvit SERVICE 
CoMMISSION 


Harris Ellsworth, Chairman, United States Civil Service Commission; born at 
Hoquiam, Wash., September 17, 1899; parents moved to Oregon the following 
year ; attended public and high schools in Oregon; was graduated in journalism 
from University of Oregon in 1922; married to Miss Helen E. Dougherty of San 
Jose, Calif., in 1923; children, Mary Margaret and Jane; worked on Oregon news- 
papers, in lumbering industry, as manager of Oregon Newspaper Publishers 
Association, and associate professor in journalism at the University of Oregon, 
and as manager of a lumber industry publication; has been part owner of Rose- 
burg News-Review since 1929; served as president of Oregon Newspaper Pub- 
lishers Association, Oregon Press Conference, and University of Oregon Alumni 
Association; appointed State senator near the end of the 1941 session of the 
Oregon Legislature; elected to the 78th Congress from the Fourth Congressional 
District of Oregon and served continuously for seven terms until the end of the 
84th Congress; served on several committees of the House of Representatives, 
including Naval Affairs, Interstate and Foreign Commerce, and Rules; was a 
member of the congressional group which met with delegates of the Council of 
Europe at Strasbourg in 1951, was a member of the American congressional dele- 
gation to the NATO Parliamentary Conference in Paris, November 1956; ap- 
pointed Chairman, United States Civil Service Commission in 1957. Member, 
American Legion. Home: Roseburg, Oreg. Office: United States Civil Serviee 
Commission, Washington, D. C. 


Mr. E.tsworru. Do you want my prepared statement ? 
Mr. Tuomas. Yes, sir; if you please. 
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GENERAL STATEMENT 


Mr. Exiswortn. Mr. Chairman and members of the committee, I 
appreciate this opportunity to discuss with you the program goals and 
financial requirements of the Civil Service Commission for the comin 
fiscal year of 1959. As you might expect, it is somewhat an unusua 
experience for me to be sitting on this side of a committee table in the 
House of Representatives. I expect I will gradually get used to it. 

During my service over the past 9 months as Chairman of the Civil 
Service Commission I have come to know the program and the staff 
of the Commission in a manner which previously I did not have an 
eenty to do. In the last 5 years great strides have been made 
in Federal personnel management. It is my sincere hope that we may 
continue this forward movement toward recruiting and maintaining 
an effective and efficient work force. The need for such forward move- 
ment is even more critical today than it has been in the past. 


TRENDS IN FEDERAL EMPLOYMENT 


A large part of the Commission’s operations are based on the trends 
in Federal employment and the hiring needs of the agencies which 
we serve. Total civilian employment on June 30, 1957, was 2,416,083. 
Due to the decreased appropriations for the current fiscal year and 
the President’s budget policy for the current fiscal year, it is ex- 
pected that Federal employment will decrease by roughly 80,000 dur- 
ing this fiscal year and will be down to 2,337,000 by June 30, 1958, or 
the end of this fiscal year. 

Our budget estimates anticipate that this reduced level will con- 
tinue throughout the fiscal year 1959. In view of the reductions in 
civilian employment that have already taken place, these estimates 
appear to be reasonably good at this time. As of November 30, 1957, 
the actual employment level was 2,344,800 or only 7,800 above our 
estimates. This employment situation, of course, may be subject to 
some modification as a result of actions taken on the President’s pro- 
posals and recommendations during the past few weeks, particularly 
in the defense area. 

Whatever the actual employment level—there will be the need to 
recruit and hire new employees to replace those who leave the service 
because of resignations, dismissals, retirements, and deaths. The 
number of new hires made in the competitive service during fiscal 
year 1957 was over 356,000—this represents an annual new hire rate 
of 17.2 percent. Because of the anticipated decrease in Federal em- 

loyment during the current fiscal year it is expected that the new 

ire rate will average something less than it did last year; we are 
estimating a rate of 16.5 percent for both fiscal years 1958 and 1959. 
Applying this rate to an estimated employment level of 1,985,000 in 
the competitive service for 1959 will result in approximately 327,500 
new hires during the next fiscal year. 

While there has been some easing of the labor market, there are 
still serious shortages in many areas. Scientists and engineers are in 
short supply, as are draftsmen, engineering aids, mechanics, and the 
other technicians who are so essential to our scientific and engineering 
effort. That shortage extends into other fields—to psychologists, 
medical personnel, architects, accountants, auditors, and statisticians. 
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People in these occupations are urgently needed to carry on the im- 
portant daily tasks of our Government. We anticipate no significant 
change in this picture for the fiscal year 1959. 


RECRUITING IN SHORTAGE CATEGORIES 


The Federal Government is meeting increasing competition not 
only from industry but also from State Governments and even muni- 
cipalities for the limited supply of personnel available in shortage 
occupations. 

As an example, many States have undertaken more extensive men- 
tal health programs. This means an increased demand for psychia- 
trists, nurses, and psychologists—occupations where the demand is 
already greater than the supply. Both State governments and muni- 
cipalities are hiring a greater number of engineers, architects, and 
persons in related occupations. 

The continued existence of personnel shortages requiring intensive 
recruiting efforts is due to the fact that there are just not enough 
trained people in many occupations to meet the needs of industry 
and Government. The ultimate answer to this problem is a greater 
supply of trained personnel. However, until a greater supply is 
available we must continue to exert special efforts to recruit the peo- 
ple needed to carry out these important functions of Government. 
The Government’s recruitment efforts of past years must therefore be 
intensified in these areas. 

This calendar year marks the 75th anniversary of the signing of 
the Civil Service Act. Commemoration of this diamond anniver- 
sary, I believe, affords a unique opportunity to obtain the broad 
public understanding and support that is necessary to the maintenance 
of a competent Federal work force. One of our primary objectives in 
the commemoration of this anniversary is to enhance the prestige of 
the civil service so that able people will be encouraged to seek careers 
in Government and competent employees will be influenced to re- 
main in the service. 

I would like now to outline the total dollar requirements neces- 
sary to carry out the programs and responsibilities of the Commis- 
sion as they appear under the appropriations and funds in the budget 
document which you have before you. 


SALARIES AND EXPENSES APPROPRIATION 


For fiscal year 1959 our operating requirements are estimated at 
$18,420,000—a net increase of $120,000 over the current fiscal year. 
The detailed requirements are covered in separate sections of our 
budget justifications furnished to the committee. I would like to 
comment briefly on our major activities, 


ACTIVITY 1——-RECRUITING AND EXAMINING 


For the recruiting and examining activity the Commission is request- 
ing $4,943,000, which is $28,000 less than the amount available for the 
current fiscal year. I have already mentioned some of the recruiting 
problems facing the Commission and what we might expect in the way 
of Federal employment trends and new hires. One additional item 
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I would like to cover in connection with this activity of recruiting and 
examining, however, is the newly established program of using boards 
of examiners in the Post Office Department to facilitate the recruiting 
and examining of persons for employment in post office jobs. 

Traditionally, the Commission has conducted a large part of its 
examining operations through boards of examiners which are located 
in departmental headquarters and field establishments of the various 
agencies. There are approximately 850 such boards in operation, 
through which more than half of the Government’s new employees are 
recruited and hired. This year for the first time boards of examiners 
are being established in the Post Office Department to announce, con- 
duct, and rate examinations for most types of positions in the postal 
field service, except for postmasters and rural carriers. 

This type of board of examiners, because it is located right in the 

ost office itself, will be best able to anticipate the personnel needs of the 

installation it serves. It will have the flexibility necessary to effec- 
tively meet widely varying needs of the post office with greater speed 
than is possible through centralized examinations conducted by the 
Commission. Our plan provides for boards in 17 of the largest first- 
class post offices during the current fiscal year, and an additional 123 
boards in fiscal year 1959. It is our expectation that these boards, on 
a going-concern basis, will provide the post offices with a sufficient num- 
ber of qualified candidates at the time their services are needed. 


ACTIVITY 2—INVESTIGATIONS 


This activity covers primarily those investigative functions of the 
Commission pertaining to general suitability and fitness for Federal 
employment. It does not encompass the program of full field security 
investigations which we conduct for other agencies on a reimbursable 
basis. 

In general the workloads in various functions of this activity are 
fairly current at this time. Although we started this fiscal year with 
some accumulation of backlogs, a temporary lag in workload receipts 
brought about by the employment freeze in the Defense Department 
enabled us to take care of most of these backlogs. Based on a more 
normal level of receipts for the rest of the fiscal year, our budget esti- 
mates anticipate we will end this fiscal year with only small backlogs 
in a few areas. For fiscal year 1959 we are requesting $3.1 million— 
an increase of $19,600 over the current year’s level—which will enable 
us to bring the workloads in all investigative functions to a current 
status. 


ACTIVITY 3—-INSPECTION AND CLASSIFICATION AUDITS 


This activity represents what we call the “eyes and ears of the Com- 
mission.” It is the only general inspection service surveying agency 
activities in all major areas of personnel management. Through our 
inspections, the Commission : 

1) Determines the degree of compliance in each agency with legis- 
lative and regulatory requirements ; 

(2) Determines compliance with standards issued by the Commis- 
sion in classifying positions ; 
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(3) Assesses the effectiveness of the agency personnel program; and 

(4) Provides for an interchange, between agencies, of the best per- 
sonnel practices. 

The value of our inspections in recent years has been receiving 
greater recognition and the results of our findings are used extensively 
by agencies in strengthening their personnel programs. At the same 
time, tihs program has grown in scope and coverage because of addi- 
tional requirements of law. These added items of coverage have been 
absorbed, although it has meant that our inspections are being con- 
ducted at less frequent intervals than desired. For fiscal year 1959, we 
are requesting $1,980,600 for this activity. This will provide for ap- 
proximately the same level as programed for the current year. 


ACTIVITY 4——RETIREMENT 


The Civil Service Retirement Act was liberalized extensively by 
Public Law 854, which became effective on October 1, 1956. Since 
that date the Commission has experienced unprecedented increases 
in the workloads of all functions of the retirement activity. These 
upward trends are continuing. For example, more than 82,000 an- 
nuity and death claims were received in fiscal year 1957, an increase of 
14,000 claims over the previous year. Receipts so far this fiscal year 
indicate that approximately 92,000 claims will be received in fiscal 
yera 1958, a further increase of 10,000 over last year. The same high 
rates of receipts are expected to continue through fiscal year 1959. 
Similar trends are evident in other functions of retirement work. 

The Commission has done its utmost to cope with these increases 
without requesting additional funds. However, because of continu- 
ing heavy receipts, it is now apparent that we will enter fiscal year 
1959 with backlogs of retirement work on hand. The cost of process- 
ing this work is approximately $85,000. The balance of the increase 
of $115,400 requested for this activity is to defray part of the cost 
to conduct a valuation of the civil service retirement system. This 
valuation is required by law to be made at 5-year intervals. 


ACTIVITY 5—DEVELOPING PROGRAMS AND STANDARDS 


Although marked progress has been made in recent years in the 
development of personnel administration in the Federal service, there 
is much more to be done. The demands of new and changing Fed- 
eral programs necessitate not only continued research and evaluation 
of existing personnel programs and practices, but may well suggest 
new approaches, changes in programs, new legislation, or different 
rules and regulations. 

I refer to such projects as devising more flexible recruiting and 
examining methods, determining the effects of automation on per- 
sonnel practices, and, of course, the chronic issues of pay, appeals 
procedures, and promotion systems. 

Our program for the development of classification standards has 
been seriously affected by the scientific and management advances in 
recent years. New machines, new methods, and organizational 
changes have resulted in the development of many new occupations 
in the Federal work force and changes in existing occupations. It 
was imperative that some action be taken to speed up our standards 











458 


production since these standards are used daily by agencies to classify 
and fix the pay of over 1 million positions under the Classification 
Act. Asa result: 

(1). We are finding better and faster ways to produce standards; 

(2) We are enlisting more advice and assistance from the agencies 
in developing standards; and 

(3) We have reallocated within our current appropriation ap- 
proximately $90,000 this year from the inspection activity in order 
to permit assignment of additional trained technical personnel to 
this program. 

The various items provided for in this activity are budgeted at 
$1,363,200 for fiscal year 1959 which is the same level of spending 
as authorized for the current year. 


ACTIVITY 6—REGULATORY, APPELLATE, AND ADVISORY FUNCTIONS OF THE 
COMMISSION 


There are only two items in this activity which I would like to call 
to the committee’s attention. 

The first of these has to do with the function “Personnel advisory 
services to the President.” With the recent issuance of Executive 
Order 10729, the Chairman of the Civil Service Commission has been 
relieved of his responsibility to act as personnel adviser to the Presi- 
dent. Therefore, this item has been eliminated from our budget. 

The second matter has to do with the item of appeals. Recent re- 
ductions of personnel in many agencies, particularly in the Depart- 
ment of Defense, have resulted in substantial numbers of appeals to 
Commission offices. Reduction in force appeals, for example, have 
more than doubled over our experience during this time last year. We 
are making every effort to avoid undue delay in the processing of 
these appeals. However, continuation of the current high rate of 
receipts will result in backlogs to be carried over into fiscal year 1959, 


ACTIVITY 7——-EXECUTIVE AND ADMINISTRATIVE SERVICES 


This activity covers the overall management and services functions 
required to facilitate the performance of the operating activities and 
programs of the Commission. No change is contemplated for fiscal 
year 1959 in the budgetary requirements of $1,207,700 for this activity. 


OTHER OBJECTS OF EXPENDITURE 


This covers such items as travel, printing, supplies, and other mis- 
cellaneous items of expense. For this category, an increase of $98,800 
is requested for fiscal year 1959. 

This increase is required to pay the Commission’s matching con- 
tributions to the civil service retirement and disability fund, urgent 
repairs to overage office machines and furniture, expenses in connec- 
tion with the valuation of the civil service retirement fund, and in- 
creased travel requirements to adequately supervise the newly estab- 
lished board of examiners program in the Post Office Department. 
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INVESTIGATION OF UNITED STATES CITIZENS FOR EMPLOYMENT BY 
INTERNATIONAL ORGANIZATIONS 


For this appropriation the amount requested is $383,000, which is 
$108,800 less than the funds available for the current fiscal year. This 
reduction is based upon plans to amend the existing Executive order 
to require that the Civil Service Commission make most of the initial 
full field investigations under this program in lieu of the Federal Bu- 
reau of Investigation. No material change in the number of cases is 
involved ; it represents a reduction in the cost of investigating cases. 
The amendment to the Executive order is now in process of clearance, 
and we have every reason to believe that it will be issued. 


ANNUITIES, PANAMA CANAL CONSTRUCTION EMPLOYEES AND LIGHTHOUSE 
SERVICE WIDOWS 


For the appropriation for the payment of annuities to former em- 
plovees engaged in the construction of the Panama Canal and to the 
widows of former employees of the Lighthouse Service, $2,328,000 
is requested for fiscal year 1959. This is $32,000 less than the appro- 
priation for the current year and is based upon a continuation of 
presently authorized annuities and the expected gradual decline in the 
number of annuitants under this program. 


PAYMENT TO THE CIVIL SERVICE RETIREMENT AND DISABILITY FUND 


No appropriation is requested for payment to the civil-service 
retirement and disability fund. Agency contributions to the fund of 
6.5 percent of payrolls will approximate $649 million. This exceeds 
any amount heretofore appropriated to the fund. 


EXPENSE LIMITATION, EM PLOYEES’ LIFE INSURANCE FUND 


For administrative expenses paid out of the employees’ life insur- 
ance fund, an expense limitation is requested in the same amount as 
authorized for fiscal year 1958. This will provide for continuing the 
maintenance of the basic insurance program and servicing the 54,000 
members of beneficial associations which have been assumed by the 
fund. 

Mr. Chairman, this concludes my statement. 

Commissioners Flanagan and Lawton are here, of course, and they 
may want to make some statement themselves. 

Mr. Tuomas. Thank you very much. 

Gentlemen, do you have a statement? Commissioner Lawton ? 

Mr. Lawton. Only that I concur in the statement made by Chair- 
man Ellsworth, Mr. Chairman. 

Mr. Tuomas. It is a very nice statement. 

Mr. Lawton. Essentially, this simply represents an attempt to keep 
our heads above water next year. 

Most of the items that show increases are the ones where workload 
demands are on the way up. 
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FEDERAL EMPLOYMENT 


Mr. Tuomas. One particular statement there attracted my attention 
above everything else; most of the statement is to be found in the 
justifications—and, incidentally, the justifications, I think, are excel- 
lent, very good, full of meat. When were these justifications pre- 
pared ¢ 

July and August of last year? How much out of date are they on 
the overall problem of employment in the Government ? 

I thought the estimates the Chairman mentioned in his statement 
would apply to the turnover, 16.5 percent, and employment 2.3 
million; But 1 am wondering just how accurate they are as of today. 
You touched on that in your statement. 

Mr. Exisworrn. I don’t believe, Mr. Chairman, we have any reason 
to change them as of today from what we know. 

Mr. Tuomas. Do you think the recent events in the last 60 days 
have changed the Federal employment picture, as compared with 
what it was when you wrote this budget in August ? 

Mr. Exitsworru. We have no way of knowing yet just what these 
changes, as a result of the revised missile program, may be. So much 
of that work is to be done by contract, which does not affect our pro- 
grams to any great extent, that 

Mr. Tuomas. Would it not be a more accurate statement, rather 
than to put the statement you just made in the record, to say we just 
eannot tell. 

Mr. Exrtsworrn. That is correct, we cannot tell. 

Mr. Tuomas. It may or may not—period. 

Mr. Extswortn. That is right. 

Mr. Tuomas. Commissioner Flanagan ? 

Mr. Fianacan. I concur with the statement of the Chairman. 

Mr. Tuomas. That is very nice, gentlemen. It is a good statement. 

As I said a while ago, your budget is very complete and very much 
to the point. 





ORGANIZATION OF THE COMMISSION 


Let me invite the committee to turn to the back of the justification 
and look at some of these charts. They almost tell the tale. 

Can we get these charts in the record, without too much trouble? 
Let’s put the first chart, the second chart and the third chart-in the 
record. i 

(The charts referred to may be found on facing pages.) 

Mr. Tuomas. The only trouble with the organization chart and the 
activity chart is that one doesn’t follow the other, and that is some- 
what confusing tome. As a matter of fact, the Commission has three 
big activities, recruiting and examining, retirement, and investiga- 
tions. When you have said that, you have covered the waterfront, 
have you not? Your three big activities are those I have men- 
tioned, and everything else is ancillary. They tend to serve those 
three functions: Recruiting and examining, retirement, and investi- 
gations. ca: 

Mr. Exxiswortu. I think that is right. ees 

Mr. Tuomas. Now, if you study your organization chart and your 
activity chart, you do not see too much connection. 
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Cuier $ 12,420 
24,840 
85,570 
95.275 
24,490 
27,710 
AND BELOW 54,755 


$325,000 


STANDARDS DIVISION 
Curer 


ASSISTANT DIRECTOR IM CHARGE OF 
PROGRAM COORDINATION 

GS-16 Asst. Director 

GS-14 

GS-13 

GS-11 

GS- 9 AND SELOW 


OFFICE OF THE EXECUTIVE ASSISTANT 






$tt,395 
37.605 


$49 000 





REGULATIONS AND INSTRUCTIONS DIVISION 


GS-15 CuHrer 
GS-14 

GS-13 

GS-12 

GS-11 

GS. 9 AND BELOW 





$ 12,150 
31.820 
67 .660 
58,150 
23,255 
33,965 


$227 .000 
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BUREAU OF DEPARTMENTAL OPERATIONS 


GS-17 
GS-16 
GS-15 
GS-12 
GS-11 
GS- 9 


APPEALS EXAMINING OFFICE 
GS-14 Cnier 


GS-13 
GS-12 
GS-11 


GS- 9 AND BELOW 


GS-15 


TOTAL 


INVESTIGATIONS DIVISION 


CHIEF 


GS-14 ASSISTANT CHIEF 


GS-14 
GS-13 
GS-12 
GS-11 
GS-10 
GS- 9 


AND BELOW 


TOTAL 


N 
@ 


w 
— 
Ld 


@nh,.enawe----— 


OFFICE OF THE DIRECTOR 


DIRECTOR 
ASSISTANT DIRECTOR 


AND BELOW 


$10,750 
8,990 
7,570 
6,390 
18,300 
$52,000 


RETIREMENT DIVISION 


CHIEF 

ACTUARY 

ASSISTANT CHIEF 
ASSISTANT To CHIEF 


AND BELOW 
TOTAL 


EXAMINING DIVISION 


CHIEF 
ASSOCIATE CHIEF 


AND BELOW 
TOTAL 


MEDICAL DIVISION 


CHier 
ASSISTANT CHIEF 


AND BELOW 


12,420 
12,150 
10,535 
10,535 
28,475 
33,075 
62,240 
25,685 


1,314,685 
$1, 509,600 


COMMISSI 


$ 12,690 
11,880 
43,755 
95,490 

148 , 300 
105,095 
842,490 


$7, 255, 700 





EXECUTIVE D 
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CUTIVE DIRECTOR 


BUREAU OF MANAGEMENT SERVICES 


OFFICE OF THE DIRECTOR 


GS-16" Director 
GS-13 
GS-12 
GS 9 AND BELOW 


TOTAL 


ORGANIZATION AND METHODS OFFICE FEDERAL EMPLOYMENT STATISTICS OFFICE 


GS-14 CHIEF $11,610 1 GS-12 Cnier $ 8.430 
GS-13 38, 540 2 GS- 9 AND BELOW 8,730 
GS-12 8.860 > 17, 160 
GS-11 6.605 ° 


GS- 9 AND BELOW 8,125 


$73,740 





LIBRARY BUDGET AND FINANCE DIVISION 
1 GS-12 LIBRARIAN $ 8,000 GS-15 CHIEF 
2 GS-11 13,425 GS-14 ASSISTANT CHIEF 
7 GS- 9 AND BELOW 30,575 GS-13 
10 TOTAL $52,000 GS-12 
GS-11 
GS- 9 AND BELOW 
TOTAL 
PERSONNEL DIVISION OFFICE SERVICES Di VISION 
1 GS-14 Director $10,965 GS-13 CHIEF $ 10, 
1 GS-13 ASSISTANT DIRECTOR 9,420 GS-12 32, 
2 GS-13 19,055 GS-11 25, 
4 GS-12 32,000 GS- 9 AND BELOW 421, 
4 GS-11 27,660 TOTAL $489, 700 
8 GS- 9. AND BELOW 29,900 
20 TOTAL $129,000 
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EXECUTIVE DI 


BUREAU OF FIELD | 





1 GS-17 Director 
1 GS-16 ASSISTANT Dire 
2 GS-15 
5 GS-14 
12 GS-13 
11 GS- 9 AND BELOW 
32 To 
: 
2 
¥ 
REGION | REGION 2 
“ GS-15 REGIONAL Director GS-15 Recionat Director 
ey GS-14 GS-14 
‘ GS-13 GS-13 
‘ GS-12 GS-12 
ry GS-11 GS-11 
Fs 39 GS-9 AND BELOW 134,585 88 GS- 9 AND BELOW 
" TOTAL 
" REGION 6 REGION 7 
a 
oh GS-15 ReEGionaL DIRECTOR REGIONAL DIRECTOR 
Pe GS-14 
_ GS-13 
ta GS-12 
GS-11 : 
GS- 9 AND BELOW AND BELOW 
TOTAL 
S 
z 
$ 
‘ REGION 10 REGION | 
e 
é 
~ GS-15 ReGionat Director 1 GS-15 Recionar Dire 
a GS-14 4 GS-14 
6 GS-13 7 GS-13 
~ GS-12 11 GS-12 
x GS-11 11 GS-11 
a GS- 9 AND BELOW 122,644 36 GS- 9 AND BELOW 
TOTAL $409 , 000 70 To’ 
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ITIVE DIRECTOR 


| OF FIELD OPERATIONS 


‘CTOR $ 14,190 
‘STANT DERECTOR 13,330 
23,705 

52,890 

112,395 

BELOW 36,090 
TOTAL $252,600 


REGION 3 REGION 5 


REGIONAL DIRECTOR REGIONAL DIRECTOR 


on 
owonrea- 


AND BELOW AND BELOW 


TOTAL 


a 
w 


TOTAL 





REGION 8 REGION 9 


GS-15 REGIONAL DIRECTOR $ 12,150 GS-15 REGIONAL DIRECTOR $ 12,150 
GS-14 42,570 GS-14 

GS-13 56.735 GS-13 

GS-12 106,365 GS-12 

GS-11 112,099 GS-11 

GS- 9 AND BELOW 244,381 GS- 9 AND BELOW 


TOTAL $574, 300 


|o-= 
S4IWOa— 


s 





REGION 11 REGION 12 
TONAL DIRECTOR $ 12,150 GS-15 REGIONAL DIRECTOR 
42,570 GS-14 
65,940 68-13 
87,355 GS-12 
72,899 GS-11 
BELOW $124,686 GS- 9 AND BELOW 


TOTAL $405,600 TOTAL 
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We have often said, whether it is right or wrong, that the Civil 
Service Commission has taken care of its employees—well, put it 
that way—better than any other agency of the Goveremens has taken 
care of its employees. 

You look through your divisions, and you will have more grade 
14’s, 15’s, 12’s, and 11’s, and 13’s, than any other agency in the Gov- 
ernment, on a pro rata basis population. 

Why that is, I don’t know, other than that you have taken care 
of your employees better than anybody else. 

Mr. Extsworrn. I think it is probably more than that, Mr, Chair- 
man. Of course, I have had less than a year’s experience there, but 
I think so many of our people deal with technical matters and have 
matters of decision before them; I don’t know how that compares 
with other agencies, but I know a very high percentage of our folks 
do have to be in that category, decisionmaking. 

Mr. Tuomas. Look at the Office of the Commissioners, and then the 
President’s Committee on Government Policy—that’s outmoded, wa- 
ter over the dam. Then you have the Office of General Counsel, 26 
employees. That’s all in the District of Columbia here, is it not? 

Mr. Irons. Yes. 

Mr. Tuomas. How many lawyers do you have in the field ? 

Mr. Irons. None at all. 

Mr. Tuomas. No legal work is done in the field ? 

Mr. Irons. No; none at all. 

Mr. Txoomas. Then you have the Office of the Executive Director. 
Before you get down there, you have—this is the appellant function 
of the Commission—Board of Appeals and Review with 34 people. 

Office of the Executive Assistant—who is the Executive Assistant? 

Mr. E.titsworru. That is Mr. Hull, and his title used to be Secretary 
to the Commission. He is the man who keeps tracks of the papers 
and the—well, in other words, the Secretary would probably be a more 
descriptive title. He does the routing of papers, and so on. 

Mr. Tuomas. Well, he is executive; there is nothing new in that. 
He is the Executive Secretary. 

Mr. Ex.isworru. I might say, Mr. Hull is in his 50th year with the 
Commission. 

Mr. Tomas. 50th year? 

Mr. E.iswortn. With the Commission. Not only in Government 
service 50 years, but he has been with this one agency for 50 years. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Tuomas. Public Information Office. All of this comes under 
the Office of the Executive Director here. That is Mr. Irons. Mr. 
Trons is the Executive Director now. He used to be head of the 
Retirement Division. 

Mr. Ex.itswortn. If I may add to your statement about Mr. Irons, 
he was head of the Retirement Division, right enough, but his job 
lately has been the Director of what we call our Bureau of Depart- 
mental Operations. 

Mr. Tuomas. Oh, yes; that is right. I forgot about that. 

Mr. Exitsworrn. This Bureau includes a good many other activities 
as well as retirement. 

Mr. Tuomas. I was noticing that Bureau. It seems to me you have 
too many housekeeping employees. For instance, we will take your 
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Bureau of Management Services, that covers it, does it not? I added 
it up and it is 236 employees. Is that correct? 

Organization and Methods Office 9 employes, Library 10, Personnel 
Division 20, Federal Employment Statistics Office 3—then you get 
down to brass tacks—Budget and Finance Division 76, and Office 
Services Division 114. 

When you get through, you have 236 employees doing housekeeping 
activities, keeping up with some 1,600 other employees. 

Is that about right? 

Mr. Exisworru. Between 4,000 and 4,500. 

Mr. Tuomas. Well, are these going to take care of the Investiga- 
tions Activity ? 

Mr. Lawron. The management functions of the entire Commis- 
sion. 

Mr. Tuomas. How many people do you have under your revolving 
funds ? 

You kave about 1,400 or 1,500 people, do you not ? 

Mr. Lawron. Yes, sir. 

Mr. Tuomas. Well, you charge somebody else for their upkeep, 
though, do you not? 

There are no appropriated funds for that. You get your money 
from the various other agencies. Do you make a little profit? 

(Discussion off the record.) 

Mr. Tuomas. Well, you have a good many activities, and a good 
many bureaus. You have your Bureau of Inspections and Classifica- 
tion Audits, and your Bureau of Programs and Standards. Which 
one of these is your brain truster? The Bureau of Programs and 
Standards? How many people do you have in there now? 

Mr. Extswortu. Less than 200. 

Mr. Irons. About 185. 

Mr. Tuomas. The two big Bureaus are the Bureau of Departmental 
Operations and the Bureau of Management Services. Of course, your 
Bureau of Departmental Operations is really the meat-and-bread 
bureau and under it you have the Examining Division, Investigations 
Division, Retirement Division, and so on. It is the backbone of the 
Civil Service Commission ; is it not? 

Mr. Extsworrn. That is the heart of it. 

Mr. Tuomas. This Bureau has about 800 people. You have more 
than half your employees there. 


SUMMARY JUSTIFICATION DATA 


Miss Reporter, I wonder if you would be good enough to insert 
pages i, ii, iii, and iv in the record. That is a very nice narrative 
statement there, showing the budgets this year. The “Salaries and 
expenses” budget request is for $18.42 million, which is $120,000 over 
the appropriation for the last year. 

(The pages referred to follow :) 


JUSTIFICATIONS OF ESTIMATES OF APPROPRIATIONS FOR THE FIscAt YEAR 1959 


INTRODUCTION 


The Civil Service Commission submits its estimates of appropriations for 
fiscal year 1959 for regular operations and for the several appropriations for 
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which it is responsible. A summary of amounts requested for fiscal year 1959 
compared to current year amounts follows: 


Changes (+ 
or —), 1959 
estimates 
over 1958 


Appropriation or fund title epee 


Salaries and expenses, Civil Service Commission |. $18, 420, 000 +$120, 000 
Investigations of United States citizens for employment by 
international] organizations. ____- 383, 000 — 108, 800 
Annuities, Panama Canal construction employees and ‘Light- 
house Servies widows, Civil Service Commission - be 2,4 2, 328, 000 | —32, 000 


| 
| 


Payment to civil serv ice retirement and disbility fund, Civil 
Service Commission 0 

Administrative expenses, a en tes insurance fund, Civil 
Service Commission _ 





Brief comments regarding each appropriation follow : 


APPROPRIATION : SALARIES AND EXPENSES, CIVIL SERVICE COMMISSION 


The Commission is requesting $18,420,000 in its salaries and expenses appro- 
priation to perform its continuing functions and responsibilities in fiscal year 
1959. This amount represents a net increase of $120,000 over the amount author- 
ized for 1958. The principal increases are (1) $115,400 in the retirement activity 
to eliminate backlogs of work and to conduct a quinquennial valuation of the 
civil service retirement system, as required by law; and (2) $98,800 for expenses 
other than personal services, including contractual services in connection with 
the valuation of the retirement system. These increases are offset in part by 
net decreases of $94,200 in other activities. 


APPROPRIATION : INVESTIGATIONS OF UNITED STATES CITIZENS FOR EMPLOYMENT 
BY INTERNATIONAL ORGANIZATIONS 


Funds appropriated under this head provide for investigations, by the Fed- 
eral Bureau of Investigation and the Civil Service Commission, of United. States 
citizens employed or being considered for employment in international organiza- 
tions of which the United States Government is a member, and for review of 
reports by the International Organizations Employees Loyalty Board as directed 
by Executive Order 10422, as amended. In 1959 the Commission’s plans are 
based on a proposal to amend Executive Order 10422 to provide that the Com- 
mission make most of the investigations which formerly were conducted by the 
Federal Bureau of Investigation. 

Workload estimates for fiscal year 1959 are based upon current experience 
together with information from the Department of State concerning anticipated 
increases in receipts. The funds requested for fiscal year 1959 ($383,000) repre- 
sent a decrease of $108,800 from the amount authorized for the current year. 
This amount should maintain the program on a current basis, after giving effect 
to the shift of certain investigative work from the Federal Bureau of Investiga- 
tion to the Commission. 


APPROPRIATION : ANNUITIES, PANAMA CANAL CONSTRUCTION EMPLOYEES AND LIGHT- 
HOUSE SERVICE WIDOWS, CIVIL SERVICE COMMISSION 


This appropriation provides for the payment of annuities to former Federal 
civilian employees under the Panama Canal Construction Annuity Act (57 Stat. 
257) and to widows of former Federal employees under the Lighthouse Service 
Widows Benefit Act (64 Stat. 465). 

The request for fiscal year 1959 provides for the continuation of annuities 
authorized. Since the number of annuitants is steadily decreasing the funds 


required for fiscal year 1959 are estimated to be $32,000 less than the amount 
appropriated for fiscal year 1958. 


APPROPRIATION : PAYMENT TO CIVIL SERVICE RETIREMENT AND DISABILITY FUND, CIVIL 
SERVICE COMMISSION 


For 1957 and prior years the appropriation under this heading was the means 
of making the Government's payment to the retirement fund. Public Law 854, 
21543—58—pt. 1—_—-30 
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84th Congress (70 Stat. 736), requires that agencies pay to the fund an amount 
equal to deductions from employees’ salaries, beginning in July 1957. It is esti- 
mated that such contributions during the fiscal year 1959 will amount to 
$649,025,000. Since the total of these payments is estimated to be greater than 
amounts heretofore provided through this appropriation ($525 million in 1957), 
no additional appropriation for governmentwide payments is requested for fiscal 
year 1959. 


EXPENSE LIMITATION : ADMINISTRATIVE EXPENSES, EMPLOYEES LIFE INSURANCE FUND, 
CIVIL SERVICE COMMISSION 


This item authorizes the Civil Service Commission to incur expenses in the 
administration of the employees life insurance fund pursuant to the Federal 
Employees Group Life Insurance Act (5 U. 8S. C. 209 ff.), as amended. The esti- 
mated requirements for fiscal year 1959 are based on the maintenance of the 
basic insurance program and the costs of servicing the 54,000 members of bene- 
ficial associations assumed by the fund. The requirements ($123,800) are the 
same as the amount authorized for fiscal year 1958. 


FULL FIELD SECURITY INVESTIGATIONS PROGRAM 


The Civil Service Commission also conducts full field security investigations 
as a Service for various agencies of the Government. Since this work is done 
on a reimbursable basis, funds are not requested for this purpose. A brief 
statement of the status of this program is contained in this document. 


TURNOVER IN FEDERAL EMPLOYMENT 


Mr. Tuomas. What about your turnover for this year? What is 
the rate of turnover ? 

Mr. Extsworrn. I think we estimated the new hire rate at 16.5, 
did we not ? 

Mr. Lawron. It averaged 17.2 for 1957. 

Mr. Tuomas. It was running about 17.2% And you are estimating 
it at 16.5? 

What is the average rate of turnover generally? What is the figure 
we normally use ? 

Mr. Lawron. Our estimate for 1958 is 16.5, as compared to 17.2 last 
year. 

Mr. Tuomas. That is stilla pretty high turnover. 

Mr. Exzsworrn. That counts everything. Retirements have gone 
up from 60,000 to 90,000. 

Mr. Tuomas. There ought to be some explanation on retirement. 
Retirement is not just some general dissatisfaction. Somebody gets 
tired and quits. Does it take care of “quits,” sickness, and retirement 
after 25 to 30 years in Government service? It covers all phases, not 
just “quits” alone? 

In industry we say a corporation has a turnover of 8 or 10 percent. 
Normally you just talk about “quits.” But in the Government 

Mr. Extswortn. Quits. I remember the figure is about 11 per- 
cent. 

Mr. Tuomas. What is your figure on quits for 1958 and for 1959? 
Of course, when you go into 1959, you are guessing. What about 1957 
and 1958? Do you have any information on just plain “quits”? 

Mr. Exiswortu. As I recall it, Mr. Chairman, I made testimony on 
that last summer, and it was around 11 percent. But I think we had 
better check it. It is a little less than 1 percent a month; but I think 
around 11 percent for the year. 
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Mr. Tuomas. Is that a pretty good figure, 11 percent on just plain 
uits” ¢ 
on Exisworrn. Yes;itis. The industry figure we were able to get, 

showed about 18 percent at that time. 

Mr. Tuomas. Government’s plain “quits” is some 6 to 8 percent less 
than industry ? 

Mr. Exitsworrn. That isright. Of course, those figures, you under- 
stand, are hard to get on a straight- -out, comparative basis. We had to 


take factory industry figures, in order to get a statistic; but those are 
the figures we had, 11 versus 18. 


SALARIES AND EXPENSES 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 

















iain aera eee Pitas = sameneeeiinat vies —|——-— inmaaaled Silesian 
Program by activities: 
1. Recruiting and examining...____._____________________- | $5,813,994 | $6,075,042 $6, 090, 000 
2. Investigation of character and fitness for e mployment_ _} 3, 461, 822 | 3, 699, 000 3, 710, 000 
3. Inspections and classification audits__- ae -| 2, 363, 347 2, 323, 000 2, 320, 000 
4. Administration of the retirement systems_ ___ sc cteael 1, 669, 216 1, 792, 000 | 1, 965, 000 
5. Developing programs and standards ieurenta 1, 437, 378 1, 655, 000 | 1, 660, 000 
6. Regulatory, appellate, and advisory functions...______- 1, 128, 255 | 1, 200, 000 | 1, 130, 000 
7. Executive and administrative services..............-.-- 1, 560, 590 | 1, 557, 000 | 1, 545, 000 
Tetel program: G0mti. bss so. bso duis. Hes ABs 17, 434, 602 “18, 301, 042 | 18, 420, 000 
8. Relation of costs to obligations: Costs financed from 
obligations of other years (unpaid undelivered 
orders), net (—) bonne aking —35, 753 | —1,042 on 
Total program (obligations) <a 17, 398,849 | 18, 300, 000 18, 420, 000 
Financing: Unobligated balance no longer available___.______- Wh OD Neve cnndtagiudbbenwend 
New obligational authority. .- . —- cei 17, 437, 045 | 18, 300, 000 “ 18, 420, 000 
New obligational authority: : | , eae 
Appropriation _. deities . 17, 407,500 | 18, 300, 000 18, 420, 000 
Transferred from ‘‘Investigations of United States citizens | 
for employment by international organizations’ (31 | 
U. 8. C. 697)_- 5b ddth Mindy twee cebensb ucilich podepook 29, 545 | qe ee 
Appropriation (adjusted) - ._ emercedon 17, 437, 045 | 18, 300, 000 18, 420, 000 








Object classification 


1957 actual | 1958 estimate | 1959 estimate 
| 




















Total number of permanent positions_..................----.. 2, 990 2, 910 2, 920 
Full-time equivalent of all other peony... seach inq belek Q 5 ‘ 
Average number of employees- ---.--_--- rae Ey Ee. 2, 799 2, 805 2, 814 
Number of employees at end OC Fite. 2, 808 _ % 823 2, 815 
Average GS grade and salary -.--- son dhavissecpinseinesthhaes we. eee 7.0 $5, 273 | 7.0 $5,288 
01 Personal services: 
Permanent positions_.....................-.....--....] $14,823,443 | $15, 011, 058 $15, 043, 937 
Positions other than permanent Dla steheiatietalictei tong ae Raletill 38, 457 28, 248 16, 563 
Otiner Perscens Gerviees. . ooo 5 inne nck wccek sees 287, 815 74, 494 74, 500 
Total persona) services... ...........2.202.--2-- oe 15, 149, 715 15, 113, 800 15, 135, 000 
OD Te oe nk kc ds ihn... cheese dh aidsadinkbins 444, 932 462, 000 472, 000 
08 Transportation of things.......................----....... 61, 417 62, 000 62, 000 
04 Communication services--............................-... 579, 148 583, 000 583, 000 
05 Rents and utility services..._..-........-.....-..-......-. 68, 573 78, 000 78, 000 
06 Printing end reproduction. ..............-05. 52-2 436, 513 428, 000 428, 000 
07 Other contractual services... ............----- ib bbiddeoduia 191, 987 193, 400 230, 700 
Services performed 7 other inarene os aiden ceded 131, 407 130, 600 138, 300 
08 Supplies and materials...................-.-- stnainwandibtean 232, 818 229, 000 244, 000 
Se ING, chs desc cnt ten bene tig dll nn Seppeanp ab cibinn ede we 89, 476 71, 000 71, 000 
11 Grants, subsidies, and contributions.._...._...-.---------}------ pilietin 936, 000 975, 000 
13 Refunds, awards, and indemnities_  tbb essen te 10, 159 | eee 
15 Taxes and assessments........_- ienconnsatnsnpentedntnd 2, 704 | 3, 000 3, 000 


CG iid innciincnnavctimsdinssentebieaaied 17, 398, 849 18, 300, 000 18, 420, 000 
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Miss Reporter, now put in pages 1 and 2. This is a good table on 
age 1. 
(The table referred to follows :) 


Comparative summary by activity and other expenditures 





Changes (+ 














Activity or expenditure | Authorized, Estimate, | or —) 1959 
i 1958 1959 ; compared 
| with 1958 
as 
1. Recruiting and examining 7 $4, 971,600 | $4, 943, 000 — $28, 600 
2. Investigation of character and fitness for —e ment 3, 080. 400 3, 100, 000 | +19, 600 
3. Inspection and classification audits. _- | 1, 988, 100 1, 980, 600 | —7, 500 
4. Administration of the retirement systems. --._-__.___.- oan 1, 463, 600 | 1, 579, 000 +115, 400 
5. Developing programs and standards._____-____________._... | 1, 363, 200 1, 363, 200 0 
6. Regulatory, appellate, and advisory functions of the Com- | 
mission | 1, 039, 200 961, 500 —77, 700 
7. Executive and administrative services_____- bs 1, 207, 700 | 1, 207, 700 0 
Total persenal services | 15, 113, 800 “15, 136, 000 | +21, 200 
tier Grpeces Gs Oxpemaicure.. .-- . ... --..- ~~... . 5 eee 3, 186, 200 | 3, 285, 000 | +98, 800 
Total appropriation or estimate " ee “18, 300, 000 ‘| ‘18, 420, 000 | +120, 000 
Average number of positions: 
Central office ___ Scie, bok J 1, 549 | 1, 568 | +19 
Field offices esehienie ci 1, 256 | 1 246 | | —10 
Total 5 wii inl 2, 805 | 2.814 | +Y 
| i 
Comparative summary by object classification 
| | 
| Changes (+ 
Object class | Authorized, Estimate, {| or —) 1959 
1958 1959 compared 
| with 1958 
01 Personal services....................... iets $15, 113,800 | $15, 135, 000 | 4-$21, 200 
5 Saar segue acpi 462, 000 472, 000 | +10, 000 
03 Transport: ation of things___-_- nanineuidiamdeae 62, 000 62, 000 0 
04 Communications services._......__. : ; 583, 000 583, 000 | 0 
05 Rents and utility services__........___, | 78, 000 78, 000 | 0 
06 Printing and reproduction. __- s ; 428, 000 428, 000 | 0 
07 Other contractual services.._....... La 324, 000 369, 000 +45, 000 
08 Supplies and materials_- 2 229, 000 244, 000 +15, 000 
09 Equipment.._....._...-- pateanewartve stabaliiindekhemineaaa 71, 000 71, 000 | 0 
11 Grants, subsidies, and contributions: Contribution to 
retirement fund__. bs a 936, 000 975, 000 | +39, 000 
13. Refunds, awards, and indemnities_ - 10, 200 0 — 10, 200 
15 Taxes and assessments__ 3, 000 3, 000 0 
eee aces tS eaitiiesimablididgane 
Total obligations___- pete wine Sbifeibniadn 18, 300, 000 18, 420, 000 +120, 000 





Mr. Tuomas. This is by activity, and it shows that your personal 
services cost for 1958 is $15,113,800; for 1959 it shows an increase of 
$21,200. And your other objects of expenditure for 1958 is $3,186,200 ; 
and for 1959 you have an increase of $98,800. You show here a 20-plus 
percent cost for other objects which is far too high. 

Then on a second look, I turn over and look at your retirement, 
your contribution to the retirement fund, and that is $975,000, and 
it brings your other objects down to what? Around 14 percent? 

Mr. Wiuur1aMs. It’s about 12 percent of total appropriation. 

Mr. THomas. You were anticipating that; were you not? 

Mr. Wi1aMs. It’s about 17 percent, including the contribution to 
retirement fund. 

Mr. Tuomas. No; not 17, it is 20-plus. Look again. And your 
retirement contribution is $975,000 for 1959. 


467 


Mr. Irons. It is about 17 percent of. total appropriation and 20- 
plus of personal services including contributions for retirement. 

Mr. THomas. And that brings it down to a little less than 13 per- 
cent of total excluding retirement, which is still a good sized figure, 
but not necessarily too much. 

Employment for this year, total employment for 1958 is 2,805, and 
next year you show an increase of 9, which makes 2,814. 

In 1958 it was 1,549 positions in the central office against 1,568 for 
this year; an increase of 19 in the central office. 

Yet you show a decrease of 10 in the 11 field offices and 1,256 in 
1958 to 1,246 in 1959. 

REGIONAL OFFICES 


Some explanation ought to be made of the activities in the field, 
in your 11 field offices, and the activities in the central office. 

I note here that in the organization chart you have a Bureau of 
Field Operations. You have 11 field offices, and this chart ought to 
be put in the record with the names. You have them by region 
number. Which is region 1? 

Mr. Irons. Boston. 

Mr. Tuomas. 2 is where? 

Mr. Irons. New York. 

Mr. Tuomas. We ought to have that with the employment. That 
ought to be put in the record. 

The Boston office has 69 pepole; the New York office has 139; the 
Philadelphia office, 142; the Atlanta office, 1 of your big offices, 143— 
that includes what? 

Mr. Irons. That takes in Puerto Rico. 

Mr. Tuomas. What else ? 

Mr. Irons. That is the only place outside of continental United 
States. 

Mr. Tuomas. Cincinnati, 99; Chicago, 111; Dallas, 109; St. Louis, 
113; San Francisco, 175; Seattle, 70; and Denver, 76. 


FUNCTION OF REGIONAL OFFICES 


Can you summarize the functions of the regional offices as compared 
to that of the District of Columbia? We usually get the idea that 
most of the work is done in the field, and the brain-trusting work is 
done in the District of Columbia. Is that a fair statement ? 

Mr. Etitsworrn. I would like to have Mr. Irons answer that. 

Mr. Irons. The regional offices of the Commission are primarily 
concerned with recruiting and examining for their respective terri- 
tories, for conducting investigations in those same territories, and the 
inspection and classification audits for installations located in their 
territory, as well as hearing appeals from employees of other agencies. 

Mr. Tomas. Now, when you said that, when you cover recruiting 
and investigation and inspection, you have really covered the big main 
functions of the Bureau there, with the exception of taking care of the 
retirement end of it; have you not? 

Mr. Trons. We have covered the large part of the Commission’s 
activities. In the central office of the Commission—we not only have 
to do those same things for the departmental services, but we also have 
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to conduct unique examinations for certain positions for which we 
conduct centralized recruiting, such as postmasters and rural carriers. 

Mr. Tuomas. You are setting up about 123 boards in the Post Office 
Department in 1959 against what? You had 15 or 20 in 1958? 

Mr. Etitswortu. Seventeen. 

Mr. Irons. Seventeen are being set up. 

Pi Tuomas. What part of your classified service is in the Post 
ce? 

Mr. Irons. How many employees of the Post Office? I believe 
around 500,000. 

Mr. Tuoomas. Out of your 2.3 million. 

Mr. Irons. Out of the 2.3 million. 

Mr. Tuomas. Twenty-one or 22 percent goes to 1 agency ? 

Mr. Irons. That is right. In addition to the large recruiting, exam- 
ining, inspections, and investigations programs, the central office has 
responsibility for the administration of the retirement system, and the 
maintenance of the basic files in the investigations operations. There 
is no counterpart of these in the field. 

Mr. Tuomas. It is all done in the District? All right, enumerate 
the functions done here in the District of Columbia, exclusive, and 
not duplicated in the field. 

Mr. Irons. Not duplicated? Administration of the retirement sys- 
tem, maintenance of the central investigative files, the operations of 
the General Counsel’s office, including Hatch Act activities—and of 
course, what you have referred to as braintrusting, the operation of 
the Bureau of Programs and Standards 

Mr. Tuomas. You are sure you do not have any duplication in 
the field ? 

Mr. Irons. None of the Program for Standards activity is dupli- 
cated in the field. 





PERSONNEL ENGAGED IN STANDARDS WORK 


Mr. Tuomas. How many people do you have on standards work 
this year? 

Mr. Irons. On standards? I don’t know whether I am repeat- 
ing: 

Mr. Tuomas. It is 173, if my memory serves me correctly. 

Mr. Irons. It is 59 positions for establishing and issuing standards. 

Mr. Tomas. No; not in that whole Division. 

Mr. Irons. Pardon me, not in the whole Bureeau of Programs and 
Standards; but on standards alone there are 59. 

Mr. Tuomas. All right. Go ahead. What do the rest of them 
do in there ? 

Mr. Irons. The rest of them are on such things as responding to 
requests for bill reports, doing research in the field of personnel ad- 
ministration, preparing regulations pursuant to law, preparing in- 
structions for the guidance of agencies. 

Mr. Tuomas. Well, when will this group ever catch up with all this 
brain-trusting work? That is the thing that worries me. 

Mr. Irons. I do not think they will ever catch up. 

Mr. Tuomas, Every year you plow over the same ground, maybe 
issue a few little rules. 
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Mr. Irons. I do. not think you ever catch up in the field of trying 
to improve your system, your operation. We actually have a rela- 
tively small number of people engaged in that. 

Mr. Tuomas. You have 46 people planning basic improvement in 
Federal personnel programs. It is of a contmuing nature. Do you 
have anybody in that Division less than grade 11 developing and im- 
proving regulations and instructions? You have 34 people for that 
function. You do not change examinations that often for a stenog- 
rapher, do you ? 

Mtr. Irons. No; but we have to continually develop new types of 
tests. 

Mr. Tuomas. Is that their main work? I notice you added 11 new 
positions in 1958. 

Mr. Irons. We put in extra people this year to try to get that 

Mr. Tuomas. It looks to me as if that crowd ought to be cut down 
three-fourths. 

Mr. Irons. We would be seriously handicapped if their program 
were reduced. 

Mr. Tomas. What do they do? 

Mr. Irons. Now, you mentioned 

Mr. Tuomas. All right, there is your brain-trusting crowd. A 
Member of Congress writes a bill because he wants to show you how 
to run your business. You go through the motions of analyzing that 
bill, a good many of them are filed each year; but do you do it only 
on request of the committee who has jurisdiction over the subject 
matter ? 

Mr. Irons. Yes, sir; only on request of the committee. And I be- 
lieve we had about 200 there. 

Mr. Tuomas. How many people do you have doing that ? 

Mr. Irons. I do not have it broken down. I do not think it is 
possible to break it down, as to just how many people are devoted to 
the bill reports themselves. One person does several things in the 
course of a year. But roughly. 200 bill reports last year were prepared 
by this group. 

Mr. Exisworrn. We have a backlog of close to 100 we are now 
working on. 

Mr. Tuomas. You could put an army in there to do that type of 
work, if you are going to try to analyze bills sent this person over 
there, who isa grade 13. 








SUPERGRADE POSITIONS 


How mony supergrades do you folks have unallocated now ? 

Mr. Irons. Unallocated ? 

Mr. Tuomas. Yes. 

Mr. Irons. The last count was 350, I think. 

Mr. Exrswortu. The Chairman means, how many do we have on the 
shelves that we could give out. Is that what you mean? 

Mr. THomas. Yes. 

Mr. Extswortrn. It might be six. 

Mr. Irons. Roughy 6, 7, or 8. 

Mr. Extsworrr. With requests on hand for almost 350. And I 
guess a very high percentage of those have been found justified ? 
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Mr. Irons. The large part of them are recognized as being valid 
super grades. 


TOP-OF-THE-GRADE PAY INCREASE FOR SCIENTIFIC AND ENGINEERING 
PERSONNEL 


Mr. Tuomas. We used to ask some of your predecessors about scien- 
tific and engineering personnel, to see if you could not raise the 
entrance pay, or promote them generally. 

What has been done about that? Our friend Philip Young took 
sort of a dim view of it, though maybe the Government was paying 
them about what the industry was. But, did you finally put them 
at the top of the grade, the entrance level, or what? 

Mr. Ecrswortn. That is right. We have that authority under sec- 
tion 803 of the Classification Act. And just this last fall, we advanced 
all of the scientists and engineers in the Defense Department—all 
over, as a matter of fact—at the request of the Defense Department ; 
some 48,900 of them advanced to the top of the grade. 

Mr. Tomas. How many werethere? The NACA had a big group, 
and the Defense Department, Atomic Energy—how many were 
involved ? 

Mr. Trons. Approximately 48,000, including NACA, Defense De- 
partment 

Mr. Toomas. How many did NACA have? They could not find it 
when they were over here the other day: they did not know of any. 

To vou have a record of how many NACA had? 

Mr. Trons. Wecan supply that for the record. 

Mr. Tuomas. They had $1.6 million as the cost. 

Mr. Trons. If you would like, we could supply, for the record, the 
figures NACA gave us as to the number and amount. 

Mr. Tromas. I think the amount, dollarwise, was $1.6 million in- 
crease. Was that on an annual basis? And give us the number. 
They did not have that information. 

Mr. Trons. All right. 

(The material referred to is as follows:) 








Number Cost 





1956 action_............ soit te a hts clean dake iad lle Daas a ae dl eR 1, 381 $1, 054, 670 
UI odes cease uenBadedoocdeaccnnh ina eatedante dhasseabdinsdtedesse 511 280, 595 
TRUE ii cick dhe wieder exw iolahca anested kalba kbnmdad ty, bie ARR den RIN wc notes 1, 892 1, 335, 265 


OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. Your contribution to the retirement fund this year is 
$975,000, which is $39,000 above last year. Supplies and materials are 
$244,000 against $229,000 for last year, which is an increase of $15,000. 
Other contractual services, $45,000 increase over last year, showing 
$369,000. 

OTHER CONTRACTUAL SERVICES 


Where is the breakdown for that? Is part of that going into a study 
of the retirement fund ? 
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Mr. Untennopr. Yes. About $18,000 is for contractural services in 
connection with a valuation of the retirement fund. 

Mr. Tuomas. Will you put page 102 in the record, please. 

(Page 102 follows :) 


07 Other contractural services 


Dai, IIT insincere nen erascciniteapiianaleininicieae dg hati tie ne ee $323, 394 
Awinetieaa, "IU we ee Se eee 324, 000 
Matintate, 1900 2kiai ibid ease eiennscernmen ~<a 369, 000 


This object class provides for all contractual services not otherwise classified, 
such as repairs and alterations, storage, and maintenance of vehicles, medical 
fees, contractural stenographic reporting and fees, and other charges. 





1957 actual | 1958 author- 1959 estimate 
ized 

aie ; cal igi tlc Bae isin iceateaalog initia om za aenaaeahe 
Reimbursements to other Government agencies__-.-..._.....-- $131, 407 $130, 600 $138, 300 
Investigations under Executive Order 10450 55382. 57, 285 57, 300 57, 300 
PROBES CO MNOS. ook 5. ES pipette ded acca ceh comme seed 36, 788 35, 800 55, 100 

Medical examinations (private physicians) .___._....._---...- 27, 380 27, 400 27, 
Contribution, employees’ life insurance fund ---_-_--._-...-- 48, 412 | 48, 500 48, 500 
ROOTS oo. vac ccketbabtiaenscnns ae ee 22, 122 | 24. 400 42, 400 
Total___- seuetiain 323, 394 | 324, 000 369, 000 


An increase of $45,000 is requested for this object class for fiscal year 1959: 

Twenty-seven thousands dollars for repairs to machines and furniture. The 
age of equipment is such that it requires almost constant repair. Furniture is 
in need of repair and has been neglected because of shortage of repair money. 
It is estimated that it would cost approximately $88,000 to place all equipment 
and furniture in good working order. The request, however, has been limited 
to an additional $27,000 which will take care of only the most urgent needs. 
Approximately $11,500 of the increase will be used to recondition office machines, 
and $15,000 will be used to recondition or refinish furniture and filing equip- 
ment. It is estimated that approximately $7,700 of the increase in repair work 
for fiscal year 1959 will be performed by the General Services Administration 
and is reflected in the above table under “Reimbursements to other Government 
agencies.” The balance will be performed by private contractors. 

Eighteen thousand dollars to provide funds for tabulating data pertinent 
to the evaluation of the civil-service retirement system. Since the tabulating- 
machine facilities of the Commission are limited and because of the necessity 
for speed in completing the valuation, it is proposed to enter into contract with 
a private concern or some other Government facility for the required tabulating- 
machine service. 


Mr. Tuomas. Reimbursements to other Government agencies, $130,- 
600 last year, against $138,300. 

Investigations under Executive Order 10450, $57,300. 

Repairs to machines, $55,100 against $35,800. 

Medical examinations by private physicians, $27,400 against $27,- 
prea rea many doetors do you have in the Civil Service Commission 
now ¢ 

Mr. Witu1aMs. A total of 19 for regional offices and central office, 
combined. 

Mr. Tuomas. And this private-physician fund of $27,400 is for 
what purpose ¢ 

Mr. Irons. Primarily for examinations required to determine 
whether an individual is disabled or not. 

Mr. Tuomas. In other words, you want some outside information ? 

Mr. Irons. We have to have it. 
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Mr. TxHomas. To buttress the information of your own medical 
staff ; is that it ? 

Mr. Irons. As well as the medical data submitted by the claimant 
for the disability. 

Mr. Tuomas. Then your part of the employees’ life-insurance fund 
is $48,500, the same as last year; and you have other services, $42.400. 
What are the others ? 


COST OF EVALUATION OF CIVIL-SERVICE RETIREMENT FUND 


Mr. Lawron. $18,000 for the evaluation of the retirement system, 
quinquennial evaluation, tabulation work done outside. 

Mr. Tuomas. I thought that was around $51,000 total cost. 

Mr. Wiu1aMs. The cost of machine work is $18,000, for printin 
$1,000, and $600 for travel. The balance of the cost is persona 
services. 

Mr. Tuomas. What is the object of spending $51,000? Every 5- 
year period you are supposed to evaluate the system ? 

Mr. Irons. Every 5 years. Last time it was done was in 1953. 

Mr. Tuomas. What useful purpose does it accomplish ? 

Mr. Irons. First, it is a requirement of law to determine the—— 

Mr. Tuomas. Is it mandatory? 

Mr. Irons. It is mandatory. It is required to be done by law. 

Mr. Tuomas. To be sure the retirement fund is insolvent by the 
tune of $19.5 billion? 

Mr. Irons. Or whether it is deficient by a larger or smaller amount 
than that. 

Mr. Tuomas. Well, this committee had an examination made of 
that last year, and the committee report showed a $19.36 billion defici- 
ency at the end of fiscal year 1958. You don’t want to spend $51,000 
to come up with a larger figure than that, do you? 

Mr. Irons. I am not interested in coming up with any larger figure. 
But, you will recall, Mr. St. John, who was the actuary employed by 
your committee last year, had to base his estimates upon the data 
accumulated in 1953. An evaluation conducted now would be on more 
current data, and what it would do to the size of the unfunded 
lability, I don’t know. 

The thought, I am sure, at the time of the passage of the Retire- 
ment Act, was that the estimates as to the normal cost and this de- 
ficiency and so forth, should be checked at least every 5 years. 


REQUEST TO BUREAU OF BUDGET FOR GOVERNMENT CONTRIBUTION TO FUND 


Mr. Tuomas. Did you ask the Bureau of the Budget this year for 
any amount of money over and above regular agencies’ contribution, 
to help eat up some of this deficiency ? 

Mr. Irons. Yes, sir. 

Mr. Tuomas. How much ? 

Mr. Irons. $589,577,000. 

Mr, Tuomas. What did you base your request for $589 million 
on 

Mr. Irons. On the data we have on hand, which is again based 
- the last valuation of 1953, plus the amendments to the law since 
then. 
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Mr. Tuomas. Well, we will get into that in greater detail after 
a while. But I was just wondering what that figure was. 

What about the travel here, $472,000 agiinst $462,000 last year? 
$10,000 increase for your travel. 


SUMMARY STATEMENT OF OTHER OBLIGATIONS 


Miss Reporter, will you put pages 93, 94, and 95 in the record ? 
(The pages referred to are as follows :) 


Comparative summary statement by objects—Other reese wins ees 





Object classification 1957 1958 1959 
actual authorized | estimate 
ee eR EE ea ay ae ee Taek Oe eee On eee ree e4 
02 ‘Travel. oe Bie Sepruchintiecntiveii’ $444, 932 | mall $472, 000 
03 Transportation of things. 7 ‘ plcmehnd cade 61, 417 | 62, 000 62, 000 
04 Communication services. _....-...-<2.55--2s..4~-c+ 500: 579, 148 583, 000 583, 000 
05 Rents and utility services_-__-_-.-- a ed 68, 573 | 78, 000 78, 000 
06 Printing and reproduction—__-_.__--- eR eee 436, 513 428, 000 428, 000 
07 Other contractual services---.-___- ee aariaat hs 323, 394 | 324, 000 369, 000 
GB. Seam UE RO nao on ices esncnconses 232, 818 | 229, 000 244, 000 
ORs TI, 8S :: Aincidnarbcedeuinerine tapenade apeaete 89, 476 | 71, 000 71, 000 
11 Contribution to retirement fund______-__- ce eeiedtalaee 936, 000 975, 000 
13 Refunds, awards, and indemnities__..................--.- ‘10. 159 | 10, 200 |.....-.-- 3 
15 Taxes and Ses. ot 2. stk nce caees 5 2, 704 |. 3, 000 3, 000 





"Tatal, otter oliligationme. 05. = on5n5 ~ oeneanctnnss 4sebnnsds 224 249, 134, ” 8, 186, 200 | 3, 285, 000 


OTHER OBJECTS OF EXPENDITURE 
GENERAL STATEMENT 


The items under this head include all expenses other than personal services 
required to carry out the activities of the Commission. The amounts estimated 
for fiscal year 1959 are based upon the programs and the staff outlined in the 
activity estimates heretofore presented. An increase of $98,800 is requested for 
fiscal year 1959. This amount is estimated to be the minimum required to achieve 
effective utilization of personnel and to discharge the responsibilities of the 
Commission. The increase contains approximately $40,000 for the Commission’s 
contribution to the retirement fund. The remainder of the increase is primarily 
in three areas: (1) other contractual services, (2) supplies and materials, and 
(3) travel requirements. 


Detailed justifications of requirements under éach object class are presented 
in the following pages. 


Narrative justification—02 Travel 


BOUIN Die 8 EIS citrine ici reais isin $444, 932 
Authorized, 1958 


ge ee Sa cantmsen, cane winner ea 
FCRIII, eas a a eri ae ee 2 ee 472, 000 


This object class provides for the transportation of persons, their per diem in 
lieu of subsistence while in authorized travel status, and other expenses incident 
to travel which are paid by the Government either directly or by reimbursing 
the traveler. 


A total of $472,000 is requested for travel expenses for the fiscal year 1959: 





1 





! 
Activities } 1957 1958 1959 
actual authorized estimate 
| 
1 Recruiting and examining. . a | $126, 180 $133, 600 $141, 200 
2 Investigation of character and fitness for employ ment_____.| 82, 933 | > 500 | 85, 000 
3 Inspections and classifications audits : ear 144, 686 127, 000 | 127, 000 
All other travel__-- Ss Ermey, 91, 133 | 108, 900 118, 800 


Total. _... tL Fee 144, 952 | 462, 000 | 472, 000 
' 
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An increase of $10,000 is requested for fiscal year 1959 over the amount au- 
thorized for fiscal year 1958. 

Mr. Tuomas. You know, I was troubled. Every time I get hold of 
this budget, it is so well done and so interesting that, frankly, I can- 
not put it down. 

Off the record. 

(Discussion off the record.) 

Mr. Tuomas. This is a lump-sum appropriation for your salaries 
and expenses, and that is your big item. 

There is no limitation on any of this. You can shift it as you see fit. 


TRAVEL 


Now, I do not think we even put a limitation on your travel last 
year, did we? 

Mr. Witu1aMs. It is in the language. 

Mr. Exzsworru. I think so, about $500,000. 

Mr. Tuomas. Let’s see, not to exceed $500,000 ? 

Mr. Extsworrn. $508,000. 

Mr. Tuomas. What about your travel limitation? How are you 
doing with that? 

Mr. Lawton. Weare living with it all right. 

Mr. Wiiu1ams. In 1958 we had the same limitation, and have pro- 
gramed $462,000. 

Mr. Tuomas. As of today, how much of that have you obligated for 
travel? Do you want to go up next year to $472,000? 

Mr. WixuiaMs. An increase of $10,000, because of increases in some 
of the programs in connection with the establishment of boards. 

Mr. Txomas. Well, you were prorated down by the Bureau to 
$462,000? We put a limitation of $508,000, and the Bureau of the 
Budget held you to $462,000? Or what happened ? 

Mr. Wirtu1aMs. No, sir; the Bureau of the Budget did not; that is 
all that was required to carry out the program. 

Mr. Toomas. We gave you far too much money, did we not? 

Off the record. 

(Discussion off the record. ) 

Mr. Tomas. What was your estimate last year on travel? You 
asked for $609,000 last year. We gave you $508,000. You come up 
now with $462,000 that you will actually use. Now, that is some wild 
guessing. That is a variance of 3314 percent. What is wrong? 

Mr. Wuu1ams. The amount we asked for was based on a $20 million 
request, the travel increase asked for was to carry out more work. 

The money for those programs was denied, but the limitation on the 
travel set at the $508,000. In other words, it was not in relation to 
the level authorized for programs requiring travel. 

Mr. Tuomas. You asked for $609,000; we gave you $508,000. Then 
you knocked it down another $30,000, to $472,000. In 1958 it was 
$462,000; in 1959 your estimate is $472,000. 

Mr. Irons. What you are saying is that we asked for more travel 
money—— 

Mr. THomas. I want to commend you for it. You are working at 
the problem; you are working at it, and so forth and so on. 

We are not complaining, because you saved $30,000. You ought to 
be commended for it. 
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Off the record. 
( Discussion off the record.) 


PRINTING AND REPRODUCTION 


Mr. Tuomas. What about this item for printing and reproduction ? 
You are getting up to some big money. 

Mr. Wiuu1aMs. We are asking for the same amount we had this year, 
Mr. Chairman. 

Mr. THomas. How much have you spent ? 

Mr. Wuu1aMs. As of December 30, slightly over half of it so far 
this year. 

Mr.’ THomas. What does it go for? 

Mr. Wiru1ams. You will note on page 101 we have a table which 
breaks this out. The large items are the announcement of examina- 
tions, which is on a nationwide basis—— 

Mr. THomas. Let us put the whole page in. 

(P. 101 follows :) 


06 Printing and reproductions 


Ds BO eh nscrsueelicdsomeerpeehied nt erndtnuebscneete arama nite tii traded eieaiie $436, 513 
Rs, BO ie Bair Seperate tippers ahi pans nie tedhe 428, 000 
TRANG, SOD ac pccn engin hla eect pn ape ng Bienen 428, 000 


This object class provides for contractual printing and reproduction and the 
related composition and binding operations performed by the Government 
Printing Office, by other agencies on a reimbursable basis, and by commercial 
printers. It includes all common processes of duplicating obtained on a contrac- 
tual or reimbursable basis. 

Printed mediums are tools for recruiting, examining, and placing able men and 
women in the Federal service. Through posters, announcements, and pamphlets, 
the Commission spells out the advantages and benefits in Federal employment. 
In its leadership role in personnel administration, the Civil Service Commission 
must issue standards, regulations, and directives to guide the various Government 
agencies. 

The Commission’s printing requirements are as follows: 








Category 1957 | 1958 1959 
actual authorized estimate 
A. Qualification and classification standards. - eeacomeas $11, 595 $23, 600 $23, 600 
B. Official register (required by law). seemed ensmnened 28, 738 30, 000 30, 000 
C,. Announcements of examinations _ - ee ee 76, 224 73, 100 73, 100 
D. Test questions and related supplemental forms__-_-_-__.-- 104, 530 105, 000 105, 000 
E. Application blanks and supplemental forms___-__.__.---. 34, 250 29, 000 29, 000 
F. Pamphlets, handbooks, etc ‘ Saat 73, 592 82, 400 82, 400 
G. Cards, letterheads, forms, and other miscellaneous printing. 107, 584 84, 900 84, 900 


Total Reid a seed Soe i fous tee a 436, 513 | 428, 000 | 428, 000 
| 





Mr. Tuomas. Well, this does not mean much. This sets out figures 
for pamphlets, handbooks, et cetera, for $82,400; cards, letterheads, 
forms, and other miscellaneous printing, $84,900; test questions and 
related supplemental forms, $105,000—when you get through, it is just 
sort of something that does not mean much, does it ? 

Where is all this work done? What part of it is done in the Dis- 
trict of Columbia? What part is done in the field? 

Mr. Wriu1aMs. Most of this work is done in Washington. Most of 
this comes out of the Government Printing Office. We pay them for 
the work done. 
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Mr. Tuomas. You furnish these forms to the field ? 

Mr. Witu1aMs. That is right. 

Mr. Tuomas. Each regional office has a stockroom, and you go in 
there and they have a number of forms—you have enough old forms 
in there to last, it looks like to me, 3 or 4 years. 

Mr. Wuaiams. We have to keep a fair supply of test material on 
hand, because the regional offices service their 850 boards with that 
material. 

Mr. Tuomas. Could you reduce this item, without hurting you any ? 

Mr. WuutaMs. I would say not, sir, because where we would begin 
hurting would be in the purchase of test materials, primarily. 

Mr. Tuomas. Where are your test materials here? That is the 
smallest part, $105,000. Test questions and related supplemental 
forms you have here as $105,000, which is a constant figure. It is only 
one-fourth of your total cost. 

Mr. Wuu1aMs. That is right. 


RENTS AND UTILITY SERVICES 


Mr. Tuomas. What about your rents and utility services? How 
much money are you paying General Services Administration, and 
for what are you paying them $78,000 a year? What is that for? 

Mr. Witu1aMs. Most of this is for rental of card punching and 
tabulating equipment. 

Mr. Tuomas. Do you pay General Services any money at all? 

Mr. Wiixtams. We are not paying any rent at this time, sir, except 
in Anchorage, Alaska, which GSA rents for us. 

Mr. Tuomas. Well, do you pay them for any guard service, any 
utility services, or anything ? 

Mr. Wiitrams. No utility services. They provide us some guard 
service. It costs us $6,500 a year. Actually, there is one guard in the 
main building. No utility services. 

Mr. Tuomas. Put page 100 in the record. 

(Page 100 follows :) 


05 Rents and utility services 


St ee ee. bind. amber eas ob eS ONL ett As ha $68, 573 
I a a Ee ae 78, 000 
Estimate, 1959_......__.___ nn nphtotionpapanalie lh Mabie: Laceins Je seabitos 78, 000 


This object class provides for charges for rents and other utility services 
exclusive of transportation and communication services. This item consists 
principally of the rental of electric card punching, tabulating, and test-scoring 
machines. 

Requirements under this object are as follows: 











1957 1958 1959 
actual authorized estimate 
Card punching and tabulating equipment. ......_........... $43, 352 $53, 000 | $53, 000 
Test scoring and other machines_.- Sloat dttip tena paeerabtie anaCee 11, 433 12, 000 12, 000 
IT lil b ke mtd dé Ant a llh cs eanclin ale 13, 788 13, 000 j 13, 000 





Me eb SS et) ee See 68, 573 78, 000 | 78, 000 
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The increase in funds programed for fiscal year 1958 is a result of several 
factors: (1) Increased rental rates charged by IBM, (2) rental fees for a full 
year of machines leased for only a part of fiscal year 1957, and (3) rental of 
additional card-punching and tabulating equipment required to process the 
increased volume of work in the retirement activity. 

No increase in funds is requested for fiscal year 1959. 


Mr. Tomas. $53,000 for card punching and tabulating equipment. 
What isthat? IBM equipment? 

Mr, WitttaMs. Yes, sir. 

Mr, Tuomas. How much did you spend on this item for the fiscal 
year 1957? 

Mr. WituiaMs. $43,000. Just for tabulating equipment, or the 
whole item ¢ 

Mr. Tuomas. The whole item. 

Mr. Witxi1aMs. $68,000; $10,000 less than we expect to spend this 
year. 
” Mr. Tuomas. You mean that is a firm figure of $68,573 ? 

Mr. Wriu1aMs. That is correct. That is actual. The increase we 
are asking for is in tabulating equipment. 


y 


SUPPLIES AND MATERIALS 


Mr. Tuomas. Put page 103 in the record. 
(P. 103 follows :) 


08 Supplies and materials 


OGRE, . WOT oi ee eee $232, 818 
Autmeortoed, 1906... aiscinese beta eeetheinaabl-nck ehembekennsenccan 229, 000 
I BOT cmc b iii aed eel tk cl nal tiene 244, 000 


This object class provides for all commodities which are ordinarily consumed 
or expended within a comparatively short period of time, or form a minor part 
of equipment or fixed property. The supplies used by the Commission consist 
of the paper, envelopes, standard forms, and other miscellaneous office supplies 
required to carry out the day-to-day operating functions. 

An increase of $15,000 for this object class is requested for fiscal year 1959 
to offset price increases in effect above fiscal year 1957 experience. 











Category 1957 actual | 1958 author- 1959 esti- 
ized mate 
Office supplies____- selmi tellin katie haat $108, 611 $106, 000 $115, 000 
ee = ant t supplies... ‘tc dulitass. ‘ j 71, 778 71, 000 77, 000 
All other. . dead ‘ ‘ | 52, 429 | 52, 000 52, 000 
Total... bch ane eiie Losi abadibsctacull | 232, 818 | 229, 000 | 244, 000 


Mr. Tuomas. Supplies and materials, $244,000; an increase of about 
$15,000. Office supplies, $115,000. What do you mean by office 
supplies ? 

Mr. Wiii1aMs. It is paper, pencils, your common garden variety 
office things that are needed. 


OTHER CONTRACTUAL SERVICES 


_Mr. Tuomas. Page 102, “Other contractual service.” That is a 
big item, $369,000. 


This object class provides for all contractual services not otherwise classified, 
such as repairs and alterations, storage and maintenance of vehicles, medical 
fees, contractual stenographiec reporting and fees, and other charges. 
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This item of repairs to machines, $55,100 against $35,800; what 
about the increase there? Why? 

Mr. Wuu1aMs Largely Sailing of the overaging of so much of 
our equipment. 

Mr. Tuomas. What equipment ? 

Mr. Wuu1aMs. Typewriters, tabulators, adding machines, calcula- 
tors—— 

Mr. Tuomas. Who do you pay this money to, General Services? 

Mr. Wiiu1aMs. $35,800 “a it will go to GSA for repairs to equip- 
ment. They do the work or the will permit us to go outside, if they 
are not able to supply us Dcabaton 

Mr. THomas. You say here $27, 000 for repairs to machines and 
furniture. [Reading :] 

The age of equipment is such that it requires almost constant repair. Furni- 


ture is in need of repair and has been neglected because of shortage of repair 
money. 


Mr. Wuu14Ms. Typewriters, for example; about a third of our 
machines are over 15 years of age. 


RECRUITING AND EXAMINING 


Mr. Tuomas. Let’s look at activity 1, “Recruiting and examina- 
tions” 
Put page 4 in the record at this point. 




















(P. 4 follows :) 
Activity 1—Recruiting and — 
Pentland —- 
1957, actual 1958, authorized | 1959, estimate 
steele adit ten anionic en : 
Functions Aver- | Aver- Aver- 
age Cost age Cost age Cost 
posi- | posi posi- 
tions tions | tions 
= 7 os rte ol Nctietndets mal co a 
eee ot oa nme cacl 52 | $300, 367 62 | $373, 600 62 $373, 600 
Examining eae i | 261 1, 228, 230 251 1, 173, 700 235 1, 101, 400 
Registering - _- -_- » ° ‘ | 117 462, 305 110 429, 700 102 399, 300 
Certifying and auditing - ses | 135 578, 699 131 559, 600 130 556, 100 
Answering inquiries 146 703, 843 145 691, 000 144 684, 100 
Directing and servicing boards of exam- 
iners 137 798, 446 140 815, 000 153 899, 500 
Assisting agenc ies on in-service placement 48 302, 605 46 288, 300 46 288, 300 
Performing medical work - 60 387, 880 59 387, 000 59 387, 000 
Providing veterans’ Federal employment | 
service __- . ; 27 213, 353 27 206, 300 27 206, 300 
Administering incentive awards _- pnhe 7 51, 561 6 47, 400 6 47, 400 
Total, activity 1......-...--.-_-_-- 990 | 5,027,289| 977 | 4,971,600 | 964 | 4,943, 000 





Mr. Tuomas. You had 990 employees in 1957 against 977 for 1958; 
and you are going to knock that down to 964 for 19: 59, 

You have 52 positions for your recruiting for 1957; 62 for 1958; 
62 for 1959. Where are they located? Are ‘they i in the field or in the 
District ? 

Mr. Irons. They are located in both places. The increase there of 
10 is in the field. 

Mr. Wiiu1aMs. Mr. Chairman, on page 5 you will find another table 
which breaks it down by central office and regional offices. 

Mr. Tromas. Ex xamining, you have 261 for 1957 against 251 for 
1958 ; and 235 estimated for 1959. 
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Why the inconsistency? Your costs are going down for examining, 
and then you have your applications processed over here—it also shows 
a little decrease on the next page. 

Mr. Irons. A good part of that is due to the delegation of some 
examining work to the Post Office. 

Mr. Tomas. I pointed out that, which looked to me as a little in- 
consistency. 

Do you have a breakdown of this unit here by organization? 

Now, your big chart over here does not do it. Do you have a break- 
down of this by organization ? 

You have recruiting, examining, registering, certifying, and audit- 
ing, answering inquiries, directing and servicing boards of examiners, 
assisting agencies on in-service placement, performing medical work, 


providing veterans’ Federal employment service, and administering 
incentive awards. 


You have 10 functions listed. 

Now, do you have a chart showing that by employment? 

Mr. Witu1aMs. By individual office ? 

Mr. THomas. Yes. 

Mr. Wiiu1aMs. No, sir. 

Mr. Tuomas. Is this a paperwork breakdown, or is this as an actual 
setup of your divisions? 

Mr. Wiuu1aMs. This is one of the problems, Mr. Chairman, with an 
activity or functional budget where you pull all like items together, 
in order to determine the total job you have to do in the field of recruit- 


ing. 

Ver. Thomas. In other words, this does not mean anything, does it? 

Mr. Wiu1ams. In terms of individual organizations, where the 
work is to be done, related to people, you are quite right, it does not. 

Mr. Tromas. What is the object of having it here, then? 

Mr. Wit1aMs. This is the concept of budgeting which is given to 
us by the Bureau of the Budget. The budget is prepared on an ac- 
tivity basis. 

In some respects it is good, in the sense that the Government knows 
how much it will spend for its examining program, in total; but, on 
the other hand, as you suggest, you cannot relate this to all the offices 
you may have where this work 1s done. 

Mr. Tuomas. Then this justification is prepared for the use and 
benefit of the Bureau of the Budget? 

Mr. Wuu1aMs. And the committees—agencies are given a frame- 
work within which we prepare 

Mr. Tuomas. It is not much use to the committee, then, because 
it does not mean anything. 


Mr. Wituiams. One of the charts in the back, which we have 
furnished before— 


Mr. Tuomas. I wore out the charts in the last few days, looking 
at them. If it were there, I could see it. 





WORKLOAD AND PERSONNEL REQUIREMENTS 

Now, the workload unit cost over here, and your personnel require- 
ment table here, I do not know what they mean, either. 

Put page 5 in the record. 


21543—58—pt. 1——31 
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(P. 5 follows :) 
Workloads and unit costs 
| 1957 actual 1958 authorized 1959 estimate 

Workload items | | “4 . a’ ate Nai 

| | Cost | | Cost | Cost 

Processed | per Processed | per | Processed | per 

unit | unit | unit 

SEs PRN a acy ieeeape 
Applications processed _._.............--- 712, 026 $1. 72 648,400 | $1.81 | 559,100 | $1.97 
Names certified.......................-..- 479, 326 1. 21 451, 300 1.24 448, 500 | 1. 24 





Inquiries answered_............._...- 4 1, 759, 300 .40 | 1,708, 500 -40 | 1,693, 300 | .40 


PERSONNEL REQUIREMENTS 


The average number of positions and salary costs for this activity are shown 
in the following table. 














| 1957 actual | 1958 authorized 1959 estimate 
Dh ig ol i neh ee al i ake 
Functions Aver- | Aver- | | Aver- 
age Cost age | Cost age | Cost 
posi- | | posi- | posi- 
tions tions | tions 
—__-—————_ yt |—-\_|—— | - aa 
SPUD 223 32 on 5). natdands »eeabiokna 338 | $1, 843, 505 338 | $1, 843, 100 337 $1, 841, 50% 
Regional offices. __........._- je 652 | 3, 183, 784 639 3, 128, 500 627 3, 101, 500 
Total, activity 1..................| 990 | 


--| | 8,027, 289 | a7 | 4,971, 600 | 004 | 4, 943, 000 





Mr. Tuomas. I have this inquiry here: “Why does it require so 
many people in central office, when most of the work is done in the 
field ?” 

Out of your 964 people in this paperwork division, you set up 337 
of them in the central office, and 627 in your 11 regional offices. I 
guess that does not mean anything, either. 

Mr. Irons. I think it does, sir. We do a fair amount of examining 
in the central office. We have to examine for the whole Sanaesmnel 
service, on a nationwide basis, There are a number of centralized—— 

Mr. Tuomas. “Whole departmental service” in what respect? What 
do you mean by that? 

Mr. Irons. The agency headquarters and the Washington, D. C., 
area. 

Mr. Tomas. What is your nearest regional office? Did you do 
away with your regional office here? 

Mr. Irons. We did away with region 4. 

Mr. Tuomas. What did you do with all the people in it? 

Mr. Irons. Some of the people went to region 3, some to regions 5 
and 6, and some to—— 

Mr. Tuomas. When did you do away with the regional office here, 
2 years ago? 

Mr. Irons. About 1953, the summer of 1953. 

Mr. Tuomas. It all is done in the Department ? 

Mr. Irons. The fourth regional office workload ? 

Mr. Tuomas. Yes. 

Mr. Irons. Some has been transferred to Philadelphia, some to 
other regions. 
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Mr. Tuomas. For all practical purposes, the agencies of Govern- 
ment here in the District of Columbia have been given authority to 
do their own examining, have they not 4 

Mr. Irons. In some respects. In others, they have not. 

We do all of the examining for the metropolitan area, for prac- 
tically all of the stenographers, typists, etc. 





CENTRAL OFFICE ROLE IN RECRUITING AND EXAMINING FUNCTION 


Mr. Tuomas. What work do you do in the central office that they 
do not do in the various agencies and in the districts ? 

Mr. Irons. The examining of hearing examiners, Federal service 
entrance, and a wide variety for the central office agencies here. Post- 
masters and rural carriers are done here exclusively. 

Mr. Tuomas. Examination for rural carriers and postmasters? 

Mr. Irons. Yes. 

Mr. Tuomas. And that is not going to be done by the 123 boards 
you are setting up ? 

Mr. Irons. No, they are concerned with clerks and carriers. 

Mr. Tuomas. Rural carriers and postmasters are done here ¢ 

Mr. Irons. Yes, in the central office. 

Mr. Tuomas. Is there any reason why you could not handle carriers 
in these field offices ¢ 

Mr. Irons. It would be difficult, because of the way the post office is 
organized. Rural carriers are a centralized operation in the Post 
Office Department. We report the results to the post office here. 


PERSONAL SERVICES 


Mr. Tuomas. What part of your total employment here in the 
District of Columbia, then, is geared to examination and placement ? 

Mr. Irons. 337 positions in the central office. 

Mr. Tuomas. How many ? 

Mr. Irons. There are 337 positions in the central office in this exam- 
ining and recruiting activity. They are in a number of bureaus within 
the central office of the Commission. 

Mr. Tuomas. If you go back to your organizational charts you have 
250 positions in your Examining Division. 

Mr. Irons. That is right. Then you have your Medical Divi- 
sion 

Mr. Tuomas. I see that. But why the conflict? You have an Ex- 
amining Division of 250, but you indicate 337 positions on page 5. 

Mr. Irons. Well, there are other 

Mr. Tuomas. You have recruiting and examining. In other words, 
these figures don’t mean very much, do they ? 

Mr. Irons. I think it would make it more meaningful to you if we 
were to break out this recruiting and examining table and show you 
just where the 337 positions are located in the central office of the 
Commission. Some are in the Bureau of Departmental Operations, 
others are in the Bureau of Management Services, and the Tareas of 
Field Operations, and so forth. 

Mr. THomas. Why are they scattered all over the lot like that ? 


Mr. Irons. I am going to ask Mr. Williams to define the Bureau’s 
definition of 
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Mr. Wi114Ms. We can do what you suggest, Mr. Chairman. This 
can be identified. 

Mr. Tuomas. It looks to me like you are long overdue on a good 
reorganization over there, are you not? What about it, Mr. Lawton? 

Mr. Lawton. Well, in the operation in the field, each field office is 
in large part, a counterpart of the Civil Service Commission in all 
of its functions; part of its functions are the recruitment, examining, 
registering, certifying, et cetera. 

r. THomas. As a matter of fact, you made a noble effort to de- 

centralize, and it has been quite effective, has it not? 

Mr. Lawton, Yes. 

Mr. Wiiu1aMs. It has. 

Mr. Tuomas. Of course, your field offices, then, as you point out 


for all practical purposes, for the area it serves, is another central 
office. 


CENTRAL OFFICE ROLE IN RECRUITING AND EXAMINING FUNCTION 


Mr. Lawron. Washington has two functions: One, the nationwide 
examinations, which are to fill positions scattered throughout the 
country; the other is for the metropolitan area and the District of 
Columbia—strenographers, typists, et cetera. 

Mr. THomas. What do you mean by nationwide? What can you 
do here that the regional office cannot do in examining and placing 
persons ? 

What is the use of having the regional office, if it is not going to 
do the job? Why should you come into Washington for part of a 
job and go to the region for another part ? 

Mr. Lawton. You go for different types of appointments and ex- 
aminations. For some of them you have very limited use in any 
one region; but nationally you need it. The postmasters, of course, 
and the one Mr. Irons was talking about, rural carriers, are a different 
thing. 

Mr. Tomas. I don’t know anything unique about a rural carrier 
carrying a letter, do you? 

Mr. Irons. Except they are appointed centrally. 

Mr. Tuomas. There is nothing unique about him; there is nothing 


unique about one in Houston, Tex., or Boston, Mass? He is still going 
to “ig that mail, is he not? 


Mr. Lawton. That is right. 

Mr. Exxrswortn. The manner in which he is named is a little dif- 
ferent; the manner in which he is appointed is different. 

Mr. Tuomas. Why should it be? 

Mr. Exisworru. Well, that is a good question. 

Mr. Lawron. I cannot answer that. You will have to answer that 
up here. 

Mr. Tuomas. Well, you do the investigating. Why can your op- 
erations not be handled in the area where the man is going to work? 
Why do you have to come back here? 

You have the organization in the area where he works already in 


existence. You are paying for it, and they can do it. That is the 
point. 
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Mr. Irons. Except to best serve the agencies. Our certificates need 
to be issued in the area where the appointment is located. That deci- 
sion is made in the Post Office Department. 

Mr. Tuomas. I understand Mr. Summerfield just decentralized his 

eat Post Office Department, and he has these regional offices, these 

istrict offices; and the Post Office Department is all run out of the 
ions, and the districts. 

f the members up here want any information, they have to go 
to the district to find it. They do not know anything in Washing- 
ton any more. 

Mr. Exiswortn. They have not taken into the Post Office Depart- 
ment district office the rural carriers and postmaster appointments. 
Those are kept here. They have sent everything else into the field. 
That is the reason we have to do this work here. 

Mr. Tuomas. In other words, you are a service agency, and you 
follow the pattern laid down by them? 

Mr. Irons. That is right. 

Mr. Tuomas. Is that the answer ? 

Mr. Ex.swortn. I would say this, if they made these appointments 
in the field, we would probably take our procedure into the field, too. 

Mr. Tuomas. Well, suppose you boeit make more of your recom- 
mendations and studies in the field, when the Post Office Department 
wanted to know what your answer is, you could tell them to go to the 
field and get it. What would they do, then? 

Mr. Extsworrn. I do not know. Off the record. 

Mr. Tuomas. The members have asked the Post Office Department 
for information, and we have been told the Department was decen- 
tralized, go to the field to get it. That would not be a new answer 
to them. ‘Tell them you have to go to the field. You have already 
done the work, but it is in the field oflice. 

I think you could do a lot of streamlining. The results of the pres- 
ent-day working conditions may not be entirely the result of efforts 
or desires of the Civil Service Commission, but it seems to me you 
have a lot of room for streamlining. These charts clearly indicate 
that. You people have put on paper an organization, and yet, when 
you try to put your finger on it, it does not exist. It sounds good on 
paper, but 

Mr. Wuut1ams. Mr. Chairman, I was looking for something I 
thought might answer one of your previous questions. The fourth 
chart that you have in your book actually takes the activities and 
breaks them down organizationally, which I believe is what you are 
asking about. 





GENERAL STATEMENT 


Mr. Tuomas. There is some good information on pages 6 and 7, 
and I suggest that they be placed in the record. 
(Pp. 6 and 7 follow :) 


Activity 1—RECRUITING AND EXAMINING 
GENERAL STATEMENT 


This activity covers the Commission’s primary responsibility of providing for 
the recruiting and examining of applicants for positions in the competitive civil 
service through its own examining facilities and those of its boards of examiners 
located in the various agencies. In addition this activity includes the functions 
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of (1) determining the physical requirements for positions in the Federal service 
and providing a positive program for the physically handicapped; (2) providing 
general assistance and employment counseling service to veterans and veterans’ 
organizations in connection with the preference rights and benefits prescribed 
by the Veterans’ Preference Act of 1944; and (3) administering the Government 
Employees’ Incentive Awards Act enacted by the 83d Congress. 

The Commission has the responsibility placed upon it by the Civil Service Act 
of 1883 and the Veterans’ Preference Act of 1944 for developing and operating a 
merit system for filling Federal jobs. The principal objective of recruiting and 
examining in a merit system is to meet the employment needs of the Federal 
service with the best qualified of all available persons. 

Federal employment level.—Overall Federal employment on June 30, 1957, was 
2,416,083. However, due to congressional actions on current appropriations and 
the President’s budget policy, it is assumed that Federal employment will decrease 
during fiscal year 1958 to approximately 2,337,000 and continue at that level 
during fiscal year 1959. Of the total employment estimated for fiscal year 1959, 
1,985,000 or approximately 85 percent of the positions will be in the competitive 
service, as compared to 2,067,285 on June 30, 1957. These are the positions for 
which the Commission has the responsibility for filling through competitive 
merit system principles. 

Hiring needs.—With the competitive service employment estimated to decrease 
from 2,067,285 on June 30, 1957, to 1,985,000 on June 30, 1958, the employment 
level for fiscal year 1958 will average 2,024,500 and decrease to an average of 
1,985,000 for fiscal year 1959. It is estimated that approximately 327,550 com- 
petitive new hires will be made in the Federal service during fiscal year 1959 
resulting primarily from turnover in the staff engaged in the continuing func- 
tions of the Federal service. This hiring is to offset losses to be sustained 
through resignations, retirements, dismissals, transfers, death, and otherwise. 
These new employees will be hired in a great diversity of occupations and in 
many thousands of Federal establishments throughout the country as well as 
in Alaska and overseas areas. 

For fiscal year 1957 the annual new-hire rate was 17.2 percent. Because of 
the contemplated reductions in Federal employment during fiscal year 1958, it 
is estimated that the new-hire rate will decrease during that year to 16.5 per- 
cent and continue at that level during fiscal year 1959. Applying this new-hire 
rate to the estimated employment level for the competitive service will result in 
the following new-hire estimates: 


Fiscal s vear | Fiscal year 


| 


Average employment in penenttne s i niches iene iain | 2, 024, 500 1, 985, 000 
Average new hire rate percent. Z nceer SS i aeead 5 16.5 











IRE Soest ew tlt) > Ae 334, 000 | 327, 550 





Mr. Tuomas. The Federal employment level as of June 30, 1957, 
was 2,416,083. Yousay here: 

However, due to congressional actions on current appropriations and the 
President’s budget policy, it is assumed that Federal employment will decrease 
during fiscal year 1958 to approximately 2,337,000 and continue at that level 
during fiscal year 1959. 

Eighty-five percent of the positions are under civil service; is that 
correct? And for 1959, the civil-service positions, positions under 
civil service, you anticipate 1,985,000 ; is that correct ? 

Mr. Trons. Yes, sir. 

Mr. THomas. Is that your best guess? 

Mr. Irons. Yes, sir. 

TURNOVER RATE 


Mr. Tuomas. And the turnover in Federal service this year will 
be about 16.5 percent, and your figure for 1957 was 17.2 percent. By 
“turnover” you mean “quits”? Quits on account of illness, quits by 
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virtue of operation of the law, retirement and the other causes that 
go to make up that? 

Do you figure you are going to hire 327,550 new employees in the 
Government this year against 334,000 for last year? Well, that is 
quite a task. 

NUMBER OF NEW EXAMINATIONS 


Now, how many new examinations are you going to have to give! 
How many of these people are on your existing rolls? 

Mr. Irons. I do not know what you mean by that, sir, “on our exist- 
ing rolls.” 

r. Tuomas. Well, you have an examination you have given the 
last 3, 4, or 5 years, and you have not even exhausted those rolls, 
registers—I call them rolls, you call them registers. 

Mr. Irons. I donot know how to answer that—— 

Mr. Tuomas. Why give examinations? 

Mr. Irons. We have to give examinations in those areas where we 
do not have registers. 

Mr. Tuomas. What is the status of your registers? How many 
current registers do you have? 

Mr. Irons. I donot have that information here, sir. 

Mr. Tuomas. How often do you give an examination to set up a 
new register ? 

Mr. Irons. We give one daily for stenographers and typists; we 
give them every 2 weeks for policemen and firemen in the District 
of Columbia. Insome areas—— 

Mr. Tuomas. That is in particular locations? 

Mr. Irons. Sir? 

Mr. Tuomas. Do you mean in certain locations? 

Mr. Irons. Yes. I believe stenographers and typists are given 
rather frequently all around the country. 

Mr. THomas. Why? For what reasons? 

Mr. Irons. Because there is a constant demand in that category. 

Mr. Tuomas. Well now, to acquire these 327,550 new Federal em- 
ployees in the fiscal year 1959, how many examinations will you give, 
and how many different types of examinations will you give? 

That is the very crux of your recruiting and examining activities. 

Mr. Witt1ams. The Commission will announce roughly 9,000 
examinations. 

Mr. Tuomas. Wait a minute; 9,000 examinations? Give us a 
breakdown of that 9,000. You put that figure in your justifications. 
It just does not ring a bell with me; 9,000 examinations—what type? 

Mr. Wiu1aMs. Of all types, sir. Almost every conceivable type. 
You will have one wherever you do not have a register which is ade- 
quate to meet the needs of the agencies to be served. Now, these will 
be announced by all 12 of our offices, 11 regions and the central office. 

Mr. THomas. What is the common figure you use for the Govern- 
ment, 9,000? 

Mr. Witu1ams. 15,000 different types of employment. 

Mr. Tuomas. You give 9,000 different examinations ? 

Mr. Wiiu1aMs. Yes, sir. 

Mr. Tuomas. And of those 9,000, 5,000 of them will be for stenog- 
raphers? 
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Mr. Wuu1aMs. I would not think nearly that many, but there will 
be 7 a number of them, because—— 

r. Tomas. What are the proportions, then, the names of classi- 
fications of some of the big categories there? 

That figure of 9,000 is awfully big, but when you break it down, 
it will not mean very much. 

Mr. Wuutams. Many of those given will be the same examination, 
just in a lot of different locations. How many different types of 
examinations—— 

Mr. Tuomas. That figure of 9,000 is a big figure, but when you 
break it down, I have an idea it will not mean very much. 

Mr, Witutams, I do not have any breakdown of it, Mr. Chairman. 

Mr. Tuomas. Mr. Lawton, can you throw any light on that? That 
is a bugaboo figure, and I think when you break it down, it is not going 
to look so big. 

Mr. Lawron. I do not have a detailed list of them, but, of course, 
you have the stenographic-typist examination, tabulating machine ex- 
amination, card-punch operators; which are examinations being given 
constantly. Likewise, the Federal service entrance examination, which 
is primarily a college group. 

Mr. Tuomas. What is your big examination now? What is your 
biggest category in numbers? Stenographers and typists? 

Ir. Lawton. I would say stenographer-typists, and postal em- 
ployees in the areas where they do not have boards. 

Mr, Toomas. Now, out of your 9,000 that you are going to give next 
year, in those 3 classifications, post office employees, typists and stenog- 
raphers; what part will they form of those 9,000 examinations—7,000? 

Mr. Lawron. It would be better than half, I know. 

Mr. Extsworru. Those examinations are given in a lot of different 
places. Of course, that would break your 9,000 down over the 48 
States, a few in each State would make 

Mr. Tuomas. That figure of 9,000, unexplained, does not mean any- 
thing. It just sticks up there like a sore thumb, and makes it look 
big; but when you analyze it, it is not nearly as big as it looks. 

Can you, in the record now, sort of break that down, and give us 
some factual information on it? I have an idea when you take the post 
office employees, stenographers and typists out of the 9,000 examina- 
tions, they are going to comprise at least 7,000 or 7,500 of your 9,000 
right there. 

Mr. Irons. Mr. Chairman, suppose we supply for the record an 
analysis of this 9,000? 

Mr, Tuomas. That will be fine, then; that will help. But the meat 
of the coconut on this entire big activity which costs almost $5 million 
for 1959, goes back to hiring 327,500 new employees. 

Mr. Irons. That is it. 

(The material referred to is as follows :) 





Types and number of examinations to be announced during fiscal year 1959 


Post Office: 
SO tan aeparngepres deh iactar ntuinsbigaicirtvoensuanaes adi 1, 910 
Uni Re ee oe ee se 960 
Other than postmaster and rural carrier_....._.._..----_---.-~.--- 2, 897 
Subtotal for Post Office 


1 ee meme 
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Types and number of examinations to be announced during fiscal year 1959—Con. 


All other than Post Office: 
Administrative assistant... inti mcicinoinncemne ane 54 
Accounting and auditing clerks_....._....-....-.-.--.---~--~-.--- 52 
BR ONIOR: eaicicccietntcieecscersetisntntien ons tnnennnmntlineninenternen ennai 11 
Aecoumtamt Oud - Owain cece sects rece eect nciniomiialiiniggpans 261 
Administrative. c@ice? rn nnsstdetindw csc ne nnmememem 3 
SPORE TNE cc cen ce cee scree eteniinistinttinieatiennndgaiaibaiais 8 
Budget eticer and examiner sun nce een tm seiesqese 11 
Bobo I asics in cnc ceed nica it cman tilapia gaan 46 
COUR isicidpeirictcemiseniticiciisig linia cna iaillataiittiicnasnaatanpietinmtsttaanlaiaa-aapialnameiin 191 
Com trrenctt snp instr cscictceienenictinneeminetnnecccibllitaiintiiaabbiiniiieen 8 
CUNIIIEG  vaserivctinisistivisstartnnicssieninaitenanepiinetle ie eh tiencenginpitiset sapeintintetinintiaaamahaidas 82 
Conamunications .apecialet nn sicdiskeiscidknemennnancen cinta 3 
Digital computer systems analyst...................----..-.<-<.==-= 5 
Digital computer systems programer__._.........-.---...-...-.-~.. 19 
Webern t Oth CTE ects rsccttinentnisiincetpvicitentienitsiniininpiteniencie ticineinpingeeitiliniii ta desde dinitaaias 5 
Dietitian. 2s ns ee inten 6 
Digital computer systems operator_..._..------------------.--... 35 
Wn AOE ase hits adnan 570 
Mnginoorivig techimicia ne. nics. cectesteciniens mrignsititinstiass sitanitiotiintaiaihlibp nips 101 
Engineering and physical science aid___-__--_---.-----..---—------.. 1 
Dean E I Paces cnondaeeiehpiatrereeittinersniiteienieni naan Caalisiaasiem tals 88 
Miectrottic : eeiamt iat 5 ki ti ice eid biabiniap eke se 15 
Electronic data processing systems positions.__...__._.._.__....-.....--~- 8 
Pmt iaee CERT ice isincscscseniompntiicnintiiinnanninennaliaalinsiindniaiital 51 
Wlectromic . COMNTMINEE. DEGURRIIE icin ener vimiminnreinmmmninaiianic 7 
TEC ane CN ne cenctcnennesncencnenrerreeeen nies iaianaaneaetah 9 
HBiectronic computer anelyihn nn omnes ni caaheesaustlaniel 7 
COMUNE ci id a nics ands lai acsinaiaaaaabltnpienaielen 90 
Wei ce. UI issn csscsien nssiriniteaeentnantinnieeenerinereiiaiceeniciiialaiaidiibiciadiiaiiaiiaa 6 
Federal service entrance examination__._._._.---------__--_.----.- 6 
EET. WRIT 51x: <.-sotjesssces sh deipdaceenocmidahauaneenmatenmaresidimenninkentuataseanientarmedenante 6 
YN ae i ai cap cd cessccaleys shdhistnedinn eh iathindaimmmalbiiamaciat ae 6 
Gappinh SR IR ii i i Site ck niece chapercctnlppigipanilbiliainit 1 
Fee OO TURIN ics cele a hap eee ek a beth ce ee annie ck Malti 2 
CN tcc ve sihih icin casi sdetails lly intl cn eee 8 
Information: ete N Oa 650 teen Seinen 42 
FP OU a i ih ie cain cect desma paaessbiaaee cia eeieaicen leat 6 
Invesiinetor (crldmieel uk. ts ee i a Ba 2 
Instructor (trades and technical academic subjects) ~-._.____-_-_-_-_----__ 12 
Eteb preter <3..tciae 2s eae aa eae aera 60 
Junior ecientist. 23h eg i i ee a ee ea 18 
LADOTAUOTY GNIMRE COTO ogi n. iechbe na bedideneie 1 
CAs sak. ite Rien oy ccd enn nies hiatal tncdiunvi ed kdeclatitannal 2 
Labware eR isis Sn his ene Saeliclenanen penal 17 
FAD - CRM inte bi sitin sintsintn dGisin a incendie tcichntaptinniddtastapiasiiaiinleisang lia calibin 3 
RAT OR 065: <citcnegd cider ciscapientelecbtpentien tthe Sapte att Sa scge instigate itttdbc tient arpa 2 
NONE Ie Se ee cisn ie ieee eileen 8 
Medical Wielogy’ fechwieian..... nes ik ed el Eas 15 
Whoribem) COCRNCRI iii ke chen cei atbase eee 60 
DEOUDOIIE ij cciciaihasaca pike abace ante indcapekapiabinas adn 2 
PRU IOUINURCINE ong ap tet erence meieiatioas 5 
RCO ~ WCRI ane ee pon 28 
BUI, WORE GENUINE in aren el eesel atk 20 
OGIO mnceiins Cane hss sh it th 240 
Miscellaneous duplicating equipment operator___._.......-.-_-___.. 3 
Tabulating machine operator supervisor_._.__.........--___________ 6 
Tabulating equipment operator supervisor__...____-____-_.__-______ 6 
Telegraphic typewriter operator... 2-22 2 
Organization and methods examiner __._........_-_--.-----___ 2 
Wawel ca) mht Mian shih a beeacepleeieshn dk) acecsestanaien tipsy nkideaapplettabiiataeteds 130 
FI I iat nial Aeiaics eens sedigetteaipininsaanReaatiiite slice aaa aoa 58 
FF EE MN eas a. crsid rascihinsnas asda cancnighesaananaicanaleeaa pase odie 50 
TPUURCUNURIIGIIET «CMO ek ni ee ad me 68 
OID aici teres tsincsinshsectis scien telltale ata 18 
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Types and number of examinations to be announced during fiscal year 1959—Con. 


All other than Post Office—Continued 





Property. and stock-control officer..._..___.-.-_-_.....-----.-=..-+-~- 2 
PPODETECE GiB ONR! OFNCOR aii endarerererer ee Gal eee 2 
I era pea esas scteeeinminrectpheanionwatione ccesioeneseperciinansh sieimsn en wstnge lane Mn siti $2 
MN haya ic edt ns cs cette cai oe cme NI ell ad aaa 9 
Peripheral equipment operator__._..-__.---__------~~---.---+-----+- 36 
Policeman —__-_~-~- wpe ntncentnelbicrdeulivnstal eerste andy Tas Deen! tia ta cuca a tipi alate 1 
PT Ne COCR iscsi entered ee ioe 12 
mend Seneeraeh Operator... nn ininet ene 8 
ON carci piipcareyins careening seu oooe oars atone ated ints becictiais entails 2 
eI NING is cesta strech ccleaner pl 82 
Stenographer ____- nicht cic Nicaea ei ial tates <n ie on See ES creas 15 
Na ett se tcsn es benteveniawinepeonsinsbntnin insane anita ndensdaieeapalieiih tack tatisicbal tba 5 
I RIO oi soaiecttesasesnrainresuseomsenineratbciojal Siena sa bib ai hbineaielion aabheats 221 
RN CROP ai ona insge se a ee ea Sei: 20 
PE I dnt crescent acinus sws adn centile cebu ahead es ebb bis 2 
Supply requirements and distributing officer___._._.._.._.__-.-.-----~-- 2 
SN RI oot ecupncatirmmmennmmngatoatibnb isis Ua is si lass gilt 13 
wecwties- prograin administrator... sn es 2 
Ce NE CEI BO Bei cineca nicer ed Le BU 2 
NN ted siete diriretcarintingienideensiise OLE ie aes Seas 55 
I OG NE a cairticdhn cre estnisiecaceseer ib Ans ween sical es: 6 
Statistical assistant and officer__....___-__ cttttininterntinellid Salud. Sbeteet$ ash) 14 
Statistical: draftsman... 2 ee oe thos ade 6 
FEIN APIDOUEA ND isissas ssonetonietonatonirnicenodisiiadamempeanad LAE ng le Les Salk La aed 13 
Typist____ it esiaiacipabaveictarei eitaracewaioecsisintiaaagoaba tsa ILL eee sites Ee eed 10 
ar rN at pa lis edebiamleidilech abadpebiseubivainonnd 2 Paaekbad Ab at oo SN gales 11 
IDET. DPOCOOS TONNER coco sincerest Ae BU 2 
Ne Ne CHO TOMEI OR - COLOR ania attend erererer een eee ee EU 9 
I CURIONI resscsiradaseiasantsuoniocnsapiahintarsJesaocnle ssenniua.chabdita dts nibs D 5 
er ON fia esi ratio cterestowetwmw itn oboe obs Se ee PSS eye 60 

NN scheiithtiacrsi lant dehtsebentelangplbeginadhssh sti cercncisghedsdeiesnadeiostsininin sae ASL AAD Doses 9, 000 


Mr. Tromas. Of course, that is not the entire cost on hiring, by any 
means. 


ESTABLISH MENT OF POST OFFICE BOARDS OF EXAMINERS 


Let me read it, on page 9: 


Negotiations with the Post Office Department have been completed for the 
initiation of an establishment board system in that agency. 


I thought you had a pretty good one already. 


It has been decided to establish boards in 17 of the largest first-class post 
offices in fiscal year 1958, and plans for fiscal year 1959 contemplate expansion 
of the system to approximately 123 additional large first-class post offices. 

Is that figure 123 ? 

Mr. Trons. Yes. sir. 

Mr. THomas. What have you been doing? How has it been handled 
heretofore ? 

Mr. Trons. We have largely conducted the examinations in the indi- 
vidual offices of the Civil Service Commission, and have certified the 
names to the Post Office. 

Mr. Tuomas Howis this going to change it now? 

Mr. Trons. They will announce the examination. They will con- 
duct the examination by post office personnel under the jurisdiction 
of the postmaster, and we will merely audit their operations, after the 
people have been employed. 


oe 
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Mr. Tuomas. I do not see any decrease in the central office here, or in 
your field offices, to reflect this change, which normally is about 25 
percent of your entire placement load. 

Mr. Irons. There is a decrease in one part of the activity and also 
= — this year to train people in the Post Office Department to 

o this. 


Mr. Tuomas. No; you have a decrease of 19 in the field, and plus 
10 in the District of Columbia. 


In other words, you do not show any decrease in the overall appro- 
priation for this work. 

Mr. Irons. No; we do not. In fact, we show an increase, because 
of this work this year, for the purpose of training the boards. 

Mr. Tuomas. Where is this, in the District of Columbia, or in the 
field ? 

Mr. Irons. No, sir; in the field. 

Mr. Exvtsworrn. On page 4 we show a decrease. 

Mr. Tuomas. The total appropriation shows 10 less employees in 
the field and an increase of 19 in the central office. That does not 
make sense to me; does it ? 

Mr. Exttsworrn. On page 4, a decrease from 977 to 964 is shown 
for this activity. 

Mr. Tuomas. You have a decrease of 10 in the field, and an increase 
of 19 in the central office. It looks to me as if you ought to have 
more of a decrease than 10 in the field, if the Post Office Department 
is going to take off about 25 percent of your load. 

Mr. Irons. On page 4, sir, you will see where we are asking for 
an increase in the field, in 1959, for the purpose of training these 
boards of examiners to do this kind of work. Also, a decrease in 
the field in other cases, because we would not have as much work to 
do in the regional offices due to this decentralized project. 

Mr. Wiu1aMs. In terms of money, Mr. Chairman, we are taking 
out about $114,000 from the examining program, because of the work 
we will not do for the Post Office, in connection with these 123 boards. 

We are adding in $85,000 next year, which is for the purpose of 
training the post-office people, who will run these 123 boards. We 
would expect that after 1959, when the boards are fully trained and 
have taken over the load, there will be more of a reduction in our 
own examining program. .The difference in the activity as a whole 
is less than $28,000; it is a difference between $114,000 that comes 
out of examining, and the $85,000 that goes in the boards. 

Mr. Tuomas. All right. You say you have 153 people for direct- 
ing and servicing boards of examiners against 140 for 1958 [reading]: 

This item covers the work which the Commission performs in training mem- 
bers of boards of examiners, supervising their recruiting and examining opera- 
tions, and performing such services for them as (1) distributing nationwide 
announcements, and (2) machine scoring of written tests. 

It still does not add up, does it? If you are going to set up these 
123 boards, what part of the total workload is going to be affected ? 

Mr. Wiiu1aMs. Not a great amount to start with, but, after all, 
there are some 37,000 post offices throughout the country. We are 
setting up at this time 123 boards. Now, these will be in the larger 
post offices. We expect they will take over the processing of some- 
thing like 150,000 applications a year, which will be—— 
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Mr. Tuomas. Those 123 offices will handle about 85 percent of your 
total employment requirements in the Post Office Department ? 

Mr. Exxswortru. About one-third. 

Mr. Tuomas. How much? 

Mr. Exisworrn. About 125,000 out of 500,000. 

Mr. Tuomas. No more than that? 

Mr, Ex.tsworrn. Not at first. I mean, this is 123 boards. There 
are probably a lot of other cities that could come along. 

Mr. Tuomas. Whereabouts is that figure? You use the figure 123. 

Mr. Extswortn. That isthe number of boards, ~ 

Mr. Tuomas. I know it is the number of boards, but what is the 
total population ? 

Mr. Exiswortn. The number of people are 125,000. I took from 
a pean estimate, that that would be the number of people who 
applied. 

Mr. Tuomas. How do you arrive at that figure, 125,000? That is 
what I want to know. 

Mr. Exisworrn. You would have to refer back to Mr. Williams, for 
his estimate. 

Mr. Tuomas. How do you arrive at that figure? 

Mr. Wiiu1aMs. There are 150,000 applications, I spoke of. Is that 
the 125,000 you are referring to? 

Mr. Etzswortn. Yes; I used the figure 125,000. 

Mr. Wu1aMs. On page 11—— 

Mr. Tuomas (reading) : 

Further decentralization will bring the level of reduction to approximately 
152,000 applications during fiscal year 1959. The unit cost of processing appli- 
cations— 

What is the total population? Now, of these 123 post offices they 
serve, what is the population? That is the way to get at it. 

Mr. Exazswortu. Would that not be the figure ? 

Further decentralization will bring the level of reduction to approximately 
152,000 

Mr. Tuomas. No; 152,000 applications, not people. 

Mr. Exisworrn. That is right. 

Mr. Tuomas. What is the total number of applications? 

Mr. Extswortrh. Do you mean how many placements do we get out 
of that many applicants? 

Mr. Wiu1aMs. There is no identification of these 123 post offices 
at this time, Mr. Chairman. We could relate the personnel in these 
post offices to the number, and furnish it for the record. 


ANSWERING INQUIRIES 


Mr. THomas. Put all of page 13 in the record. 
(P. 13 follows :) 


Answering inquiries 








| 1957 | 1958 1959 
SN aida lee bcncbaciadceecoscaweutewecsbes 146 145 144 
Cost... -- pbexdiee Kew bibvwdag ie otetdede a $703, 843 $691, 000 $684, 100 
Inquiries answered setter: Sates alitetgaind alba Se oat 1, 759, 300 1, 708, 500 1, 693, 300 
Unit cost $0. 40 $0. 40 $0. 40 
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This item covers the work of supplying information in response to inquiries 
received from the general public; Members of Congress, present and former 
employees, and other interested persons concerning employment opportunities in 
the Federal service, civil-service regulations, prospects for appointment, displace- 
ment, veterans’ preference, etc. The inquiries are received by letter, telephone, 
or personal visits. 

The volume of inquiries received by the Commission is governed mainly by the 
extent to which examinations are announced and applications received. The 
reduction in the number of inquiries estimated to be received during fiscal years 
1958 and 1959 is due to the anticipated decline in the number of examinations 
announced and applications to be received during both years. 


Directing and servicing boards of examiners 


1957 1958 1959 


137 140 153 
Dededschinecessbeedicenépuneradopayewneananbnaiansnciiseatl $798, 446 $815, 000 $899, 500 


This item covers the work which the Commission performs in training mem- 
bers of boards of examiners, supervising their recruiting and examining opera- 
tions, and in performing such services for them as (1) distributing nationwide 
announcements, and (2) machine-scoring written tests. 

Boards under the Commission’s jurisdiction fall into two major groups. In 
the first group are the establishment boards which are located in departmental 
headquarters and field establishments of the various agencies. They are widely 
dispersed throughout the United States and territorial possessions. 


Mr. Tuomas. You have “answering inquiries,” 144 people. Where 
are they located now? [Reading:] 


This item covers the work of supplying information in response to inquiries 
received from the general public, Members of Congress, present and former em- 
ployees and other interested persons concerning employment opportunities in the 
Federal service, civil service regulations, prospects for appointment, displace- 
ment, veterans’ preference, et cetera. 

Where are these people located ? 

Mr. Irons. They are located in the field and the central office. We 
have 64 in the central office, and 80 in the field. 

Mr. Tuomas. What is the division between the field and the Dis- 
trict of Columbia ? 


Mr. Irons. Based on the amount of work they have to handle, not 
an arbitrary figure. 
Mr. Tuomas. What was that breakdown, then—62 in the field ? 


Mr. Irons. No, 64 average positions in the central office, and 80 
in the field. Under “answering inquiries.” 


DIRECTING AND SERVICING BOARDS OF EXAMINERS 


Mr. Tuomas. Now, for directing and servicing boards of examiners, 
140 for 1958, and 153 for 1959. [Reading :] 


This item covers the work which the Commission performs in training 
members of boards of examiners, supervising their recruiting and examining 
operations, and in performing such services for them as: (1) distributing 
nationwide announcements; and (2) machine scoring written tests. 


What is the turnover in this activity ? 
Mr. Irons. Turnover of the board members as such? 


Mr. TuHomas. No. You have 153 positions of them. What is their 
classification ? 
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Mr. Irons. They are clerical personnel, as well as supervising 
people. The board supervisors are grades 11, 12, and some 13. 

Mr. Tuomas. Do you have the charts showing the organization of 
these 153 people? 

Mr. Irons. No; they would be part of the Examining Division in 
the field and part of the Examining Division in the central office of 
the Commission. The bulk of them, of course, are in the field. 

Mr. Tuomas, You state: 

In 1959 approximately 65 percent of the Federal positions in the competitive 
service will be under the examining jurisdiction of boards of examiners. These 
boards are responsible for the major portion of hiring activities in the com- 
petitive service. It is estimated there will be approximately 950 establishment 
boards in fiscal year 1959. 

If you gradually turn over the examination and placement to the 
various agencies, why don’t you have a reflection of that decrease in 
your workload in your justifications? 

Your budget goes up every year, yet you are delegating more of 
your work to the agencies. 

Mr, Irons. There has not been any great change in the boards of 
examiners. We are, at this time, increasing the number of post-office 
boards. 

Mr. Tuomas. In the last 5 years, this figure of 65 percent has just 
about doubled—has it not ? 

What would your amount of delegation be in the way of total 
employment to your agencies 5 years ago, as compared with now? 
It was not any more than half of it. 

Mr. Irons. I do not know where it was 5 years ago. 

Mr. Tuomas. Do you have any record of it? 

Mr. Wuu1aMs. It was pretty close to half. Of course, 10 percent of 
this increase was estimated for next year, because of the post office 
takeover. Had it not been for that, the level of placements—— 


PERCENTAGE OF TOTAL PLACEMENTS MADE BY ESTABLISHMENT BOARDS 


Mr. Tuomas. Will you put in the record the number of examining 
boards that you have had for the last 5 years, and the percentage of 
placements made by them, by the total employment? Is that clear? 

Mr. Wiiu14Ms. Yes, sir. 

Mr. Tuomas. Five years ago it was just about half of what it is now. 

You say for 1959, 65 percent of your total Federal employment will 
be made by these agencies with their own boards? They pay their own 
boards; you do not pay them ? 

Mr. Irons. That is right. 

Mr. Tuomas. Why is there not a reflection of the reduction in the 
Commission’s appropriations for the last 5 years commensurate with 
that delegation ? 

Mr. Wiu1aMs. I do not think the table is going to show the marked 
buildup in the number of boards over the past 5 years. I think it is 
going to be pretty constant. 

Mr. Tuomas. What about total employment ? 

Mr. Wi1aMs. I think the percentage of placements made by boards 
will be pretty constant over the past 5 years, somewhere between 50 and 
55 percent of total placements in the Government service. 
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Mr. Tuomas. In other words, my estimate of an increase of 100 per- 
cent in the last 5 years is inaccurate ? 

Mr. Wuu1aMs. I think so. 

Mr. Tuomas. What is your best guess? 

Mr. Wiu1aMs. About the same. I do not think there has been 5 per- 
cent variance in the past 5 years. 

Mr. THomas. When did the big change come? 

Mr. Wix1aMs. Shortly after the close of the war, 1946-47. When 
the conversion program got underway, reducing from the war-service 
level. 

Mr. Tuomas. It came in 1945-46, rather than 1951-52? 

Mr. Wii1aMs. 1946-47; yes, sir. 

Mr. Tuomas. Has there been a reduction in the civil service’s over- 
all budget since 1945, commensurate with that delegation of authority 
to the agencies? 

Mr. Wiu1aMs. I would not want to answer that off the cuff, sir. 

Mr. Tuomas. Well, you know there has not. There has been an 
increase rather than a decrease. 

Mr. WiturAms. I am not sure—— 

Mr. Tomas. Let me see, we have something to throw some light 
on it—1949, that is the latest record we have here, the appropriation 
was $15.6 million. Then you had a supplemental of about $800,000, 
or a total of $16.4 million; 1950, it was $16 million; 1951, $16.5 
million. 

In 1953, it was $18.7 million; 1954, $17 million; 1956, it is about 
$17.2 million; in 1957, about $17.4 million. 

So the overall trend has gone up since 1945, rather than being 
reduced. 

Mr. Lawton. That reflects increases in salary, and also contribution 
to the retirement fund. 

Mr. THomas. What are the items? Salary increases? 

Mr. Lawton. And this retirement-fund contribution. 

Mr. Tuomas. Well, the retirement-fund contribution, for round 
purposes, is $1 million. 

Mr. Irons. $1 million. 

Mr. Tuomas. What has been the increase in salaries, another mil- 
lion or million and a half? No; it has been more than that; about 
$2 million. You have had two increases, have you not? $3 million. 
There is still going to be a narrow squeeze getting any reduction re- 
flected there. 

Mr. Lawton. Take $3 million out of this and compare it back. 

Mr. Tuomas. That is what I did. 

Mr. Lawton. We have not gone up. 

Mr. Tuomas. You have not shown any reduction, either, and you 
have transferred a lot of your work. 

Mr. Extsworrn. Has a lot of work been transferred? Isn’t this 
board system almost as old as the Commission itself? I mean, the 
boards of examiners. | 

Mr. Tuomas. You have only started delegating it in a big way, as 
I can remember, in the last 5 or 6 years. Most of it happened 8 or 
9 years ago. Let’s have a good little table in there, showing it. 
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(The table requested is as follows :) 


Number of establishment boards and percentage of placements made by establishment? 
boards 





| Fiscal year 


Number of establishment boards__-....._...--.-.-.---.----.-. 
Percentage of total placements made by establishment boards-- 








Mr. Tuomas. I wonder, gentlemen, if you would come back at 1 
o’clock ? 

Mr. Extsworrn. Certainly. 

Mr. Tuomas. All right; thank you, gentlemen. 


AFTERNOON SESSION 


- Tuomas. The gentlemen of the committee will please come to 
order. 

Mr. Budget Officer, will you give us the unobligated balance as of 
January 1, for activity 1, “Recruiting and examining”? 

Mr. Wiuu1aMs. I do not have it by activities. I can give it to you 
for the total appropriations; an unobligated balance of $8,955,887, as 
of the last day of December, which is our last financial report. 

Mr. Tuomas. Well, if you cannot give it by activity, what is the 
use of going through here and spending several thousand dollars 
working this budget up by activities and bringing it over here and let- 
ting us spend 2 or 3 days and nights figuring it out ? 

Mr. Witxiams. We have it in our fiscal report, but I brought only 
the total. It cannot be very much by each activity since the total is 
only $58,000 for the whole appropriation. 

Mr. Tuomas. What will be your unobligated balance for the fiscal 
year 1958 for the total appropriation ? 

Mr. Wiiu1ams. Somewhere between $20,000 or $30,000. That has 
been our experience over the last 3 or 4 years. 


INVESTIGATIONS OF CHARACTER AND FITNESS FOR EMPLOYMENT 


Mr. Tuomas. Miss Reporter, will you put page 18 in the record, 
dealing with investigation of character and fitness for employment? 
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Activiry 2.—Investigation of character and fitness for employment 





1957, actual 1958, authorized 1959, estimate 

Functions Aver- Aver- Aver- 
age Cost age Cost age Cost 

posi- posi- posi- 

tions tions tions 











Processing national agency check and 


I I iki inte inate at 359 | $1, 509, 064 833 | $1, 357, 500 333 | $1, 357, 500 
Processing suitability investigations re- 


sulting from national agency check and 


I CI lacie che phe adnan 7 407, 939 80 435, 200 81 440, 000 
Maintaining and searching files____...___. 106 428, 711 100 400, 000 112 452, 800 
Evaluating and post auditing cases. ..__- 10 85, 002 20 138, 100 17 119, 100 
Maintaining contro} files................-- 6 24, 417 6 24, 500 6 24, 500 
Investigating qualifications cases_...._.._- ll 64, 925 ll 65, 000 ll 65, 000 
Investigating Veterans’ Preference Act 

Oasis ehh eh aaetensddabinds 19 118, 585 20 129, 400 20 129, 400 
Investigating merit-system cases__-______-. 30 173, 282 40 224, 400 35 198, 000 
Investigating postmaster candidates ---__- 21 128, 507 27 153, 000 | 29 162, 000 


Determining suitability cases resulting 
from employment applications and | 
arrest records. .-.--- <<a dip eeieeltdete dd 28 150, 568 29 153, 300 | 29 151, 700 


Total, activity 2 


SRLS 663 8, 001, 000 | 666 | 3,080,400 | 673 | 3,100,000 
| 








Mr. Tuomas. This is a very interestingtable on page 18. You had 
666 employees for this activity in 1958, and you request 673 for 1959, 
costing $3,100,000 against $3,080,400 for 1958. Processing national 
agency check and inquiry cases is your big workload; 333 cases is 
the estimate for next year, 333 for 1958.. Processing suitability in- 
vestigations resulting from national agency check and in uiring 
cases, 80 and 81 for the years 1958 and 1959, respectively. Maintain- 
ing and searching files, 100 against 112 for 1959. Evaluating and 
postauditing cases falls off from 20 to 17. You have a good anny 
categories here. Investigating Veterans’ Preference Act cases, 20 
and 20 for 1958 and 1959. How many veterans’ preference cases did. 
you investigate the first 6 months of fiscal year 1958 ? 

Mr. Wiiu1aMs. Six hundred and sixty-three to the middle of Decem- 
ber, Mr. Chairman, with 99 percent of estimate, just about where we 

said we would be. 

Mr. THomas. What was your estimate for this activity in 1957 ? 

Mr. Irons. Thenumber! The actual for 1957 was 1,352. 

Mr. Tuomas. No, I mean for entire dollars and cents investigation 
figure. What was it for 1957, your estimate 

Mr. Tuomas. Veterans’ preference i is just one of them. There are 
about eight different subheads. What was your estimate for investiga- 
tion of character and fitness for employment for 1957 ? 

Mr. WituiaMs. I have the actual, I do not have the estimate, sir. 

Mr. Tuomas. Your cost for 1956 was $3,117,000. Your authorized 
was $3,069,300. 

Mr. WituiaMs. The 1957 actual was $3,091,000. 

Mr. Tuomas. A little bit in excess of your estimate, was it not? 

Mr. WiiiiaMs. Yes, sir. 

Mr. THomas. What was it for 1958 

Mr. Wriiu1AMs. Again, I could net tell you what the estimate wa 

Mr. Tuomas. Your estimate was $3,318,700, and your wainndinee, 
which you estimated to be $3,080,400—so it is about $260,000 off. 

21543—58—pt. 132 
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Now, I think we can save time and make you a little bit better 
table—and if I am wrong in my thinking, point it out to me. Why 
can’t we combine this table on page 18 and page 19? The one on page 
19 shows workload and unit costs. Why can’t we add those 2 columns 
on page 19 to this table on page 18 which shows your employment and 
total cost. Why can’t we combine them ? 

Mr. Irons. The same subheads and just add—— 

Mr. Tuomas. Add two columns. 

Mr. Wiu1aMs. It can be done very easily. We have attempted to 
avoid tables that are larger than the sheets that fit into the book. 
Actually the two should be read together, because they do relate to the 
total amount of money. 

Mr. THomas. Well, the printer can use smaller type here. 

Processing national agency check and inquiry cases costs you about 
$4.51 per copy. Your suitability cases, who pays this? This is done 
by the FBI, isn’t it? 

Mr. Irons. No, sir, this is part of the Commission investigation 
program. 

Mr. Tuomas. When do you turn it over to the FBI? 

Mr. Irons. Whenever we find there is a loyalty issue involved. 

Mr. Tuomas. As long as it stays suitability and you do it in the 
field, it is still your responsibility ? 

Mr. Irons. That is right. 

Mr. Tomas. Well, this is one of your most important activities. 
Your investigations, not only investigating the tovalty and suitability 
cases, but the investigations dealing with your own employees, as to 
evaluating the examinations and postauditing the activities of the 
regional offices, that is the backbone of the Civil Service Commission, 
isn’t it. 

Mr. Irons. It is an important function of the Commission, yes, sir. 


PERSONNEL REQUIREMENTS 


Mr. Tuomas. This is a good table on page 20. This activity, you 
have 285 people in the central office and 388 in your regional offices. 
T have here: 

Isn’t the work done primarily in the field. Why so many people in the central 
office when this is purely investigative work? 

You cannot investigate in the District of Columbia. 

Mr. Irons. The central office performs all the functions handled by 
regional offices and in addition maintains the central files of the 
Commission. 

Mr. Tuomas. Well, let us see, how many people do you have on that, 
maintaining and searching files, searching files and records? For 
maintaining files you have 112 against 100 last year, so that is still 
not the complete answer. What is the rest of it? 

Mr. Irons. Well, a good part of this 

Mr.’ Tuomas. The only thing you have exclusive jurisdiction of in 
the central office in this activity that you don’t have in the regional 
offices is the maintaining of the files here; is it not? And that 1s 100 
positions. 
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PROCESSING NATIONAL AGENCY CHECK AND INQUIRY CASES 


Mr. Irons. That is the largest single segment of it. We do more 
of the national agency check and inquiry part here in the central office. 
We have to initiate the forms for distribution. We also do more of 
the evaluating 

Mr. Tuomas. You mean you process the national agency check and 
inquiry cases here? 

Mr. Irons. Some here and some in the field. 

Mr. Tomas. Well, that depends where the bulk of the employ- 
ment is, here or in the field. 

Mr. Irons. It depends on whether the request comes in from the 
departmental service direct to the regional office. Another part done 
here, not in the field, is, of course, the postauditing of the field cases 
and also the—— 

Mr. Tuomas. Well, that is 20 jobs. 

Mr. Irons. Plus the evaluation of loyalty-type cases and the main- 
tenance of the control files, which is done here. 

Mr. Tuomas. All right, 120 jobs altogether. Why the spread here? 
Why the difference between 285 in the central office and 388? Sub- 
tract 120 from that and that would be 165 in the central office for 
investigative work as against the rest of them in the field, and it 
seems like it is still out of line. 

Mr, Irons. Well, I agree with you, it looks out of line from the very 
sketchy information I have given you here. I would much prefer, 
if you do not mind, sir, to give you a more detailed breakdown. 

Mr. Tuomas. Well, you have been over there for along time. You 
know it by heart. 

Mr. Irons. I would like to explain exactly the thing done in the 
central office which are not done in the field. 

Mr. Witias. In every national agency check, the central office 
has to do a portion of the work in connection with the review of all 
the files which makes a national agency case. 

Mr. Tuomas. All right. Now, these 673 people you are looking for 
in 1959, how many of them are going to be engaged, that is, in the field 
and in the District by virtue of the Executive order dealing with suit- 
ability and loyalty, and so forth, on the one hand; and, on the other 
hand, dealing primarily with investigating the matters that are with- 
in the jurisdiction of the Civil Service Commission exclusively ? 
Now, what part of these employees are doing this work ? 

Mr. Witt1ams. Do you mean doing the Executive order work as 
against the other type of cases? 

Mr. Tuomas. Yes. The Executive order work is extracurricular 
activity for you, is it not? 

Mr. Wiit1aMs. Yes, sir. The first 5 items on the table on page 18, 
better than 500 of these people are doing Executive Order 10450 work. 
The first item, 333 

Mr. Tuomas. Better than 500 out of the 673? 

Mr. Wuui1aMs. Are Executive order people; yes, sir. 

Mr. Tuomas. Well, that figure is very helpful to the Civil Service 
Commission. Over $2 million of your appropriation is really for do- 
ing some extracurricular activities. 

Mr. Witu1aMs. If it were not for the order, we would not be doing 








it. 








498 


Mr. Tuomas. Yet it is not the Civil Service Commission’s job to 
pick out suitable people for particular jobs. Whose job is it, and 
why was it necessary to have an Executive order to get through it ? 

Mr. Wiux1AMs. Because these cases are started initially on the basis 
of security. Thisisa part of the security order. 

Mr. Tuomas. It ought to bea part of the Civil Service Commission’s 
job. They are the ones doing the hiring, the examination, and place- 
ment of people. Why was it necessary to have an Executive order ? 
It works both ways. I mean those little breakdowns like that help 


everybody to understand better some of the activities of the Commis- 
sion. 


This sentence is worth reading into the record: 
The Commission also conducts personal investigations in several other types of 
cases as required by title 5 United States Code, preference of veterans in Govern- 


ment employment (prohibiting payment of annuities to officers and employees of 
the United States Government convicted of certain offenses). 


Has that ever been tested in court ? 

Mr. Irons. I do not think it has gotten up to a court case where it 
involves a constitutionality issue. I am sure it has not. 

Mr. Tuomas. Has it been decided in the question of an annuity 
where part of the funds involved has been used to pay for something ? 

Mr. Irons. We have had no court decisions. 

Mr. Tuomas (reading) : 

* * * And the civil service rules and regulations: (1) Appeals from veterans, 


(2) qualification investigations of applicants for top-level positions, (3) candi- 
dates for postmaster appointments, and (4) other merit system cases. 


This sentence has attracted my attention. 


In 1957 the Commission made 53 percent of all such investigations in the 
Federal service. 


That is quite a few of them, is it not? 


No funds are being requested for this work since it is done on a reimbursable 
basis and at the request of the agencies. 


You are now talking about your revolving fund. 


WORKLOAD DATA 


At this point, Miss Reporter, will you insert pages 19 to 22 in the 
record. 
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(Pp. 19 to 22 are as follows:) 


Workload and unit costs * 





1957 actual 1958 authorized 1959 estimate 
Workload items 
Cost Cost Cost 
Processed per Processed per Processed per 
unit unit unit 


Fuca ngticns) agency check and in- 


OI ce mal 334, 243 | $4.51 301, 000 | $4.51 301,000 | $4.51 
Proceeane suitability investigations re- 


sulting from national agency check and 


























inquiry cases. neemeteacpiee 4 6, 354 | 64.20 6, 800 | 64.00 6,875 | 64.00 
Maintaining and searching files: 
Searching and filing records_________.-- 1, 978, 872 .136 | 1,969, 100 -136 | 1,972,000 . 136 
Releasing files information ___........- 179, 688 . 223 179, 700 . 223 179, 700 223 
Evaluating and post-auditing cases: 
Evaluating full fleld suitability cases_ 1,099 | 76.48 1, 750 | 76. 50 1,500 | 76.50 
Post-auditing regional office suit- 
ability evaluations___.._.._._..__..- 1, 479 . 648 7, 000 . 643 7, 000 . 643 
Investigating qualifications cases__......—- 568 (114.00 570 |114. 00 570 | 114.00 
Investigating Veterans’ Preference Act 
CE ei idigi cdaugd bn cteiiseteccen 1, 352 | 87.70 1,470 | 88.00 1, 470 88.00 
Investigating merit sy stem cases_..________ 2,619 | 66.16 3, 400 | 66.00 3,000 | 66.00 
Investigating postmaster candidates.____. 1,422 | 90.40 1, 700 | 90.00 1,800 | 90.00 
Determining suitability cases resulting 
from employment se and ar- 
UNS MEd ch tedtiindithnn bs ann daloes nde 44,911 | 3.35 45,760 | 3.35 45, 280 3.35 
| | | 
Personnel requirements—Average number of positions and salary costs 
1957, actual 1958, authorized 1959, estimate 
Aver- Aver- Aver- 
age Cost age Cost age Cost 
posi- posi- posi- 
tions tions tions 
Cantal G0 Seb nn ddchi Sicknidesartieinds 285 | $1, 293, 769 280 | $1, 278, 600 285 | $1, 292, 600 
eT I oe ke 378 1, 797, 231 386 1, 801, 800 388 1, 807, 400 
ROM: CBIRY, Baciccctdictecdace ick 663 | 3, 091, 000 | 666 | 3,080,400 673 3, 100, 000 





ACTIVITY 2.—INVESTIGATION OF CHARACTER AND FITNESS FOR EMPLOYMENT 
GENERAL STATEMENT 


Investigative work under Executive Order 10450, as amended (security require- 
ments for Government employment) 


Under Executive Order 10450, the Commission is required to conduct investi- 
gations and perform other services which will enable agencies to comply with 
the provisions of the order. In addition, the information resulting from the 
investigation required under section 3a of the order provides economical and 
effective means of determining the suitability of applicants for, and appointees 
to Federal positions. These services include the conduct of national agency 
checks and inquiries, limited suitability investigations when a national agency 
check and inquiry case develops adverse information, and the maintenance of a 
security investigations index file. In addition, Executive Order 10550, an 
amendment to Executive Order 10450, requires the Commission to establish 
a control file to insure prompt evaluation by the agencies with respect to fall 
fleld investigations. 

This workload is not controllable, since it is either specifically required by 
the Executive order or arises as a byproduct. The national agency check and 
inquiry cases arise as a result of appointments to positions in the Federal 
service. 

Other personal investigations—The Commission also conducts personal in- 
vestigations in several other types of cases as required by title 5, United States 
Code, preference of veterans in Government employment, section 851, etc. (68 
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Stat. 1142, U. S.C.) (prohibiting payment of annuities to officers and employees 
of the United States Government convicted of cerain offenses) and the civil 
service rules and regulatidhs: (1) appeals from veterans; (2) qualification in- 
vestigations of applicants for top-level positions; (3) candidates for postmaster 
appointments; and (4) other merit system cases, which include such matters as 
fraud or collusion in civil service examinations, complaints of discrimination 
because of marital status or political affiliation. The workload in these func- 
tions, also, is determined largely by sources outside the Commission. 

Reimbursable full field investigations —The Commission, under existing public 
laws and Executive orders, conducts full field investigations on a reimbursable 
basis for all agencies except those which conduct their own by special agreement 
with the Commission. A full field investigation consists of inquiries by personal 
contact concerning the experience, habits and conduct of an individual to deter- 
mine his character and reputation, loyalty to the United States, and general 
fitness for employment in a position of critical importance from the standpoint 
of the national security. These investigations are clearly distinct from the less 
extensive national agency check and inquiry investigations of persons appointed 
to nonsensitive positions. Responsibility for much of the full field investigation 
work was transferred from the Federal Bureau of Investigation to the Commis- 
sion in 1952 by title 22, United States Code, section 1661. Since that time the 
Commission has been made responsible for an increasing number of these in- 
vestigations, so that at the present time it is a major investigative ageacy 
insofar as personnel investigations are concerned. In 1957 the Commission 
made 53 percent of all such investigations in the Federal service. No funds are 
being requested for this work since it is done on a reimbursable basis and at 
the request of the agencies. 


REIMBURSABLE FULL FIELD INVESTIGATIONS 


Mr. Tuomas. You have 1,425 employees there for 1958, and that has 
been reduced to 1,375, and your average cost is $260 for 19: 58 against 
$239 for 1957, and it remains $260 for 1959. Why the increase of 
$41 this vear over last year ? 

Mr. Witx1AMs. That is due to the 614 percent retirement contribu- 
tion. That is the only difference. 

Mr. Tuomas. That is not the cost of the investigation, is it? 

Mr. Witurams. We have to recapture the cost of the investigation. 
We hire people and pay 61% 

Mr. THomas. You carry ‘that cost. 

Mr. WiruiaMs. Yes, sir. 

Mr. Tuomas. Do you carry the accrued annual leave in here? 

Mr. Wiiu1aMs. Yes, sir. 

Mr. Tomas. What is the amount of the revolving fund now? 

Mr. Wiiu1aMs. $4 million. 

Mr. Tuomas. And the other agencies for whom you make this in- 
vestigation pay you what rate of interest ? 

Mr. Wiiui1ams. We send them a bill for the cost of cases completed. 

Mr. Tuomas. Every 30, 60, or 90 days? 

Mr. WitxrAMs. We will bill them every 30 days for cases completed. 

Mr. Tuomas. And the 1,400 employees you have under the revolv- 
ing fund, they are not a part of your employment, are they ? 

Mr. Wirutams. Not under the salaries and expenses appropriation. 





JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. Now, you have a very good table here showing the 
result of your investigations, and it is very readable. 

Miss Reporter, will you please put page 23 in the record. 

(P. 23 is as follows:) 
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Narrative justification—processing national agency check and inquiry cases 





| 1957 | 1958 | 1959 
DN IIE oon cine atin dentin udeainp mucins 359 | 333 333 
RN oe ease een ends cicadas plidnaceecpuaniaienalaos oosesaecas nana $1, 509,064 | $1, 357, 500 | $1, 357, 500 
Canad nrocesnees. . «ois: dntinkeende scabies ale 334, 243 | 301, 000 | 301, 000 
SI nn nae es Seeds Rn ies a ee ae $4. 51 $4.51 | $4. 51 


The national agency check and inquiry which costs $4.51 per case provides, 
at an economical cost, maximum security protection for other than sensitive 
jobs. Insofar as detection of the most serious cases of adverse security and 
suitability information is concerned, the validity of these checks has been well 
established through 10 years of experience. 

Executive Order 10450, as amended, provides that for appointees to positions 
in the executive branch of the Government there shall be an investigation consist- 
ing of not less than a national agency check and written inquiries. The national 
agency checks includes the files of the House Committee on Un-American Activi- 
ties, the Federal Bureau of Investigation’s files, including the Bureau’s finger- 
print files, the files of the Armed Forces, i. e., Army, Navy, Air Force, and Coast 
Guard Intelligence, as appropriate, the files of other Government agencies, such 
as Central Intelligence, Immigration and Naturalization, and the Department of 
State, and the files of the Civil Service Commission. The written inquiries cover 
local law-enforcement agencies, former employers and supervisors, references, 
and schools attended by the employee. The employing agency is furnished the 
results of the national agency check and written inquiries. 

If the national agency check and written inquiries develop a question on matters 
other than those covered under section 8d of Executive Order 10450, as amended 
(subversive interests or activities and related matters), the Commission conducts 
a limited investigation as is necessary to resolve the question. 


Mr. Tuomas (reading) : 


Executive Order 10450, as amended, provides that for appointees to positions 
in the executive branch of the Government there shall be an investigation con- 
sisting of not less than a national agency check and written inquiries. The 
national agency check includes the files of the House Committee on Un-American 
Activities, the Federal Bureau of Investigation’s files, including the Bureau’s 
fingerprint files, the files of the Armed Forces, i. e., Army, Navy, Air Force, and 
Coast Guard Intelligence, as appropriate, the files of other Government agencies, 
such as Central Intelligence, Immigration and Naturalization, and the Depart- 
ment of State, and the files of the Civil Service Commission. The written inquiries 
cover local law-enforcement agencies, former employers and supervisors, ref- 
erences, and schools attended by the employee. 


When you do that, if nothing bad shows up, what do you do? 

Mr. WuuiaMs. Notify the agency. 

Mr. Tuomas. How long does this take you, now, on the average, 
4 weeks, 3 weeks, 6 weeks ? 

Mr. Witu1ams. About 7 weeks. 

Mr. Tuomas. It isa little long, is it not? 

Mr. Wiu1amMs. It takes this time for getting out inquiries and 
giving people time to answer them. 

Mr. ‘Tuomas. That 327,500 people that will go into Civil Service 
next year, every one of those will have to be investigated? Or sup- 
pose he has been out of the service for a year or a year and a half or 
2 years and comes back to work. Do you still have to make this same 
security check ? 

Mr. Witu1aMs. Not if he comes back in a year. 


Mr. Tuomas. If it is beyond a year, you have to spend that $260 
on him again. 


Mr. Witx1ams. $4.51. This isa less expensive operation. 
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Mr. Tomas. This is the No. 1 treatment. Yes, this is unit cost of 
examining records here, $4.51. Suppose something shows up that 
looks a little bad, then what ? 

Mr. Wriutams. If it is of a loyalty nature, we will send the case to 
‘the FBI. 

Mr. Tuomas. Let us stay with suitability. 

Mr. Witi1ams. Then we will convert it to a suitability investiga- 
tion. That gets into the type of case which is shown on the table on 
page 24. That will cost us $64 to process. 

Mr. Tuomas. You goto the field to do that? 

Mr. Wii1AMs. Yes, sir. 

Mr. Tuomas. And when you have gone into the field, if it turns up 
anything other than suitability, why, what do you do then? I mean 
if nothing turns up. 

Mr. Waai1aMs. We will clear him. 

Mr. TxHomas. Something that involves loyalty then, it goes over 
to the FBI. 

Mr. Wiis. Yes, or if it is seriously unsuitable, we order re- 
moval from the payroll. 

Mr. Tuomas. Miss Reporter, put the table on the bottom of page 24 
in the record. 

(The table on the bottom of p. 24 is as follows:) 


Processing suitability investigations resulting from national agency check and 
inquiry cases 











1957 1958 1959 
— ae ee Se eee oo ee eer est at 7 80 81 
aM CEE eis 3 ie ene Fete ea re as $407, 939 $435, 200 $440, 000 
eee menones Ks sbi eich bboreneed bss mules + steele Weiecmuaeit wel 6, 354 6, 800 6, 875 
a ee ee oe” $64 $6 





NUMBER OF TERMINATIONS AS A RESULT OF SUITABILITY INVESTIGATIONS 


Mr. Tuomas. Now, detail quickly all this reading matter you have 
over here. [Reading:] 


Experience has indicated that in approximately 42 percent of the cases the 
adverse information developed by the national agency check and inquiry in- 
vestigation is of such a conclusive nature that a decision can be reached on the 


basis of that evidence and a reply from the employee to a letter of interrogatory 
sent to him by the Commission. 


You put some other information in here that— 


Based on the result of these investigations, the Commission makes a decision 
as to the suitability of the person for Federal employment. Experience during 


fiscal year 1957 reveals that 19 percent of these investigations resulted in ad- 
verse decisions. 


Is that correct ? 
Mr. Wirri1aMs. Yes, sir. 
Mr. Tuomas (reading) : 
In addition, experience discloses that 36 percent of the appointees investi- 


gated either resigned while the investigation was pending, or after being sent 
a letter of interrogatory by the Civil Service Commission. 


36 percent ? 
Mr. Witu1aMs. Yes, sir. 
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Mr. Tuomas. What does this 19 percent mean ? 

Mr. Witu1aMs. Those are cases where pea stayed through the 
whole process and their removal was ordered by the Civil Service 
Commission. The second category is where they were employed 
and resigned. 

Mr, Tuomas. What percentage are they? 

Mr. Wrui1aMs. That is the 36 percent. 

Mr. Tuomas. All right, now, put that in table form at this point 
right here in the record. 

fr. WitiiaMs, Yes, sir. 
(The table referred to is as follows :) 


Processing suitability investigations resulting from national agency check and inquiry 
cases—Actual experience fiscal year 1957, by number and percent—Removals, 
discontinued, and other closing action 














Type of action | Number of Percent 
cases 
VE RIO Go oo este aanncdatwanecbewncddanenrneanhe a lS 1, 918 19 
Discontinued (which includes resignations during investigation) _.........._- 3, 500 36 
CI I DI na cata inin nn tata rain snk a alg caning alain seceded 4, 436 45 
"Potel queues eae Cb inn i sincickcddckncnnddskbcebvcesbueseuawcaleele 9, 854 100 


Mr. Tuomas. There are three categories. Detail them again. 

Mr. Wiuu1aMs. These are cases where the investigation 1s complete, 
the person stays on the roll, and his removal is ordered, about 19 per- 
cent ; 36 percent of the cases we investigate and, while in the process of 
investigation, the person leaves the Government payroll 

Mr. TxHomas. Do you let these people go to work while the investi- 
gation is underway ? 

Mr. Wuu1aMs. In nonsensitive jobs; yes, sir. 

Mr. Tuomas. These are purely suitability ? 

Mr. WiuuraMs. Yes, sir. 





MAINTAINING AND SEARCHING FILES 


Mr. Tuomas. What about that big file you have over there? 


Put this table on page 29 into the record, please, ma’am. 
(P. 29 is as follows:) 


Workload and unit cost— Maintaining and searching files 












1957 actual 1958 authorized | 1959 estimate 
Cost 
Processed per Processed per Processed per 
unit unit unit 
1, Searching and filing records...........- 1, 978, 872 | $0.136 | 1,969,100 | $0. 136 | 1,972,000 | $0. 136 
2. Relasing files information.............. 179, 688 . 223 179, 700 . 228 | 179, 700 . 223 
8. Maintaining files... .................... () () (@) (*) () (*) 


—_— 


1 No measurable workload. 


Mr. Tuomas. Maintaining and searching files. It costs about 1344 


cents apiece. You have processed 1,969,100. Who asked for all that 
information ? 
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Mr. Wii1ams. These files are searched each time a case comes 
through so that we don’t duplicate investigations. 
Mr. Thomas (reading) : 


As the table shows, an increase for “maintaining files’ from $92,100 in fiscal 
year 1958 to $144,500 is requested for fiscal year 1959. This is the result of 
an urgent need to provide adequate funds in fiscal year 1958, for “Evaluating 
full field suitability cases,” in which receipts have increased heavily. 

Now, this is the only activity that you do exclusively here that is not 
overlapped in the regions, is it not ? 

Mr. Wuu1aMs. This is not overlapped in the district. All this is 
done right here in Washington. 

Mr. Tuomas. And it is the only one dealing with investigation that 
is exclusively and particularly for the central office ? 

Mr. Wru1AMs. The central files are not duplicated in the field. 


EVALUATING AND POST AUDITING CASES 


Mr. Tuomas. Evaluating and post-auditing cases. Miss Reporter, 
put all of page 30 in the record. 
(P. 30 is as follows :) 


Evaluating and postauditing cases 


1957 1958 1959 


Average positions 10 20 17 
i | $85, 002 | $138, 100 $119, 100 


| 


As a result of a Supreme Court decision (Cole v. Young) it is necessary for 
the Commission to evaluate and make decisions as to the eligibility in cases of 
persons appointed, subject to investigation, to nonsensitive positions when a 
question as to alleged subversive activities requires a full field investigation by 
the Federal Bureau of Investigation. Included in this function also are (1) a 
number of applicant cases which require a decision as to whether the individual 
is eligible for Federal employment from a suitability standpoint, when the case 
involves an investigation by the Federal Bureau of Investigation (2) applica- 
tion for clearance of records for employment in other agencies, of persons who 
have been separated under Public Law 733 or other laws granting the agency 
the right of summary dismissal; and (3) continuation of a postaudit of regional 
office suitability evaluations, on cases investigated by the Commission, to in- 
sure consistency in the application of suitability standards. 

Estimated receipts for fiscal years 1958 and 1959 are based on experience dur- 
ing fiscal year 1957. The increase in funds programed in fiscal year 1958 results 
from an administrative decision to temporarily postpone work in “Maintaining 
files” until fiscal year 1959. 

The following tables show estimated workloads and cost for the two functions 
contained under the heading. 
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Average positions and cost—evaluating and postauditing cases 























1957 actual 1958 authorized 1959 estimate 
Aver- Aver- 
age Cost age Cost age Cost 
posi- posi- posi- 
tions tions tions 
Evaluating full field suitability cases___._. 9 $84, 051 19 $133, 600 16 $114, 600 
Postauditing regional office evaluations. - 1 951 1 4, 500 1 4, 500 
TOS ooh os ent eaedksaeabeeke 10 85, 002 20 138, 100 17 119, 100 





Mr. Tuomas. As a result of the Supreme Court decision—that is, 
the Cole v. Young decision—just what does that decision force you to 
do now ? 

Mr. Irons. It means that in nonsensitive cases, we have to make a 
determination as to the loyalty of the individual, because of the Cole v. 
Youmg decision. i 

Mr. Tuomas. Even though he is an applicant for a nonsensitive job, 
you have to determine—— 

Mr. Irons. His suitability, which includes loyalty. 

Mr. Tuomas. And if there is no evidence to go by, how do you make 
that decision ? 

Mr. Irons. If there is no evidence to go by, it is a clear decision. I 
mean we permit him to work. 

Mr. Tuomas. Give him the benefit of the doubt ? 

Mr. Irons. No; I say if there is no evidence to go by. If there is 
evidence as to reasonable doubt to his loyalty, we make a finding. 

Mr. Tuomas. That is what I say, if there is no evidence bearing on 
the subject, what do you do, clear him ? 

Mr. Irons. He iscleared. 


WORKLOAD DATA 


Mr. Tuomas. Miss Reporter, put the top of page 31 in the record, 
lease. 
(P. 31 is as follows :) 


Workload and unit cost—Evaluating and post-auditing cases 


1957 actual | 1958 authorized 1959 estimate 


Cost Cost Cost 

Processed per Processed per Processed per 

un unit unit 
Evaluating full field suitability cases__._-_-. 1,099 | $76.48 1, 750 | $76. 50 1,500 | $76.50 
Post-auditing regional office evaluations - . - 1, 479 | . 643 ; 643 7, 000 643 








Mr. Tuomas. That is evaluating full field suitability cases. That 
runsintomoney. That costs you $76.50 per case. How many are you 
going to process, 1,500 — 1,750 for 1958? How many do you 
estimate you are going to have for 1958 ? 
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Mr. Wiiu1aMs. This was a new item of work that came about only 
when the Cole v. Young decision was rendered. You see, that decision 
said that heads of agencies do not have a mandatory removal authority 
contained in Executive Order 10450 for nonsensitive positions. So in 
cases where loyalty information applies to a person occupying a non- 
sensitive job, the Commission had to take over the job of handling 
those cases on the basis of suitability, so that they could be dealt 
with 

Mr. Tuomas. But you have done this work all along though, have 
you not? 

Mr. Witurams. No, sir. 

Mr. Tuomas. I thought you did it all along when the files here indi- 
cated there might be some doubt as to their suitability, and you had to 
go to the field to do it. 

Mr. Wiiu1aMs. That was suitability, but these involve loyalty ques- 
tions. This one category of case on page 31. 

.  Mr.TxHomas. No, you have it processed up here, that evaluating full 
suitability cases. Do you mean by that, that you have loyalty mixed 
up in it, too? 

Mr. Irons. Loyalty is involved here, too. Loyalty is a factor of 
suitability. 

Mr. Tuomas. But you have been carrying this item from time im- 
memorial, since you had the original Executive order, have you not? 
There is nothing you 

Mr. Writs. There are two categories of cases. One is process- 
ing suitability investigations, which is the first item we talked about. 
We have been doing that ever since we had Executive Order 9835. But 
the category on page 31 is a new category coming out of the Cole case. 
These 1,500 cases will involve questions of loyalty which normally 
would have come under Executive Order 10450. 

Mr. Tromas. You budgeted $85,002 in 1957 for this activity. Now, 
how much are you going to spend on it this year, 1958? 

Mr. Wiiiams. We expect to spend $138,100 this year, sir. 

Mr. Tuomas. Well, it is a cinch you don’t originate the cases; and 
whatever it is, you are going to have to investigate them. 








INSPECTION AND CLASSIFICATION AUDITS 
Miss Reporter, will you put page 37 in the record, please, dealing 
with inspections and classification audits. 
(P. 37 is as follows :) 


Activity 3—Inspections and classification audits 





1957 actual 1958 authorized 1959 estimate 

















Functions Aver- Aver- 
age age Cost 

posi- posi- 

tions tions 
ei aia ail anita ate ae roe 
Conducting surveys................2..... 288 267 | $1,853,300 
Processing reconsiderations..............- 17 16 112, 300 
Processing postal appeals................. 4 3 15, 000 
Total, activity 3...................- 309 | 2, 104, 645 286 | 1,980, 600 
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Mr. Tuomas. This is one of your important activities. You want 
$1,980,600 against $1,988,100 for 1958. You want 286 employees 
against 287 for last year. This is broken down into conducting sur- 
veys, processing reconsiderations, and processing postal appeals. 


PERSONNEL REQUIREMENTS 


Put in the record the table on page 38, please. 
(P. 38 is as follows:) 


Personnel requirements— Average number of positions and salary costs 











i | 
| 1957 actual 1958 authorized 1959 estimate 
Aver- Aver- Aver- 
age Cost age Cost age Cost 
posi- posi- posi- 
tions tions tions 
Coamtrad OMiesix cok ke ic ki. 99 $729, 821 92 $685, 600 92 $685, 000 
TR OIRO 5a stigh onnncnnssipicadben 210 | 1,374, 824 195 | 1, 302, 500 194} 1, 295, 600 
Total, activity 3. .........-........- 309 | 2, 104, 645 287 | 1,988, 100 286 1, 980, 600 


Mr. Tuomas. The central office has 92 employees and 194 are in the 
field. What do the people in the central office do? 

Mr. Irons. They conduct surveys in the departmental service. One 
function they have that is exclusive to the central office is determining 
the grades in the supergrades area, Grades 16, 17, and 18, as well as 
the appropriate amount of pay under Public Law 313 cases for scien- 
tists and engineers. 

Mr. Tuomas. You have not had that long. In fact, you did not 
have that, until this justification was written last year. 

Mr. Irons. We have had that for some years. 

, Mr. Tuomas. That was only passed last year—increasing salaries 
or 

Mr. Irons. I do not know when this law went on the books. 

Mr. Lawton. They increased the number of people in a 1956 act, 
(Public Law 854, 84th Cong.). 

Mr. Irons. We have had the legislation quite a while. 

Mr. Lawton. The Defense Department had it. 

Mr. Tuomas. Now, wait a minute, we are talking about two dif- 
—, things. I had something else in mind. What are you talking 
about ¢ 

Mr. Lawton. The number of people who may be paid from $12,500 
to $19,000, and any range in there, who have special scientific skills. 
Werner Von Braun is one of them. Defense had 45 of them for a 
long time. They increased the number for NACA, and for Defense. 
There are some in Agriculture, and Public Health. They are all peo- 
ple whom you evaluate not only on the job but on their own particular 
skill and scientific achievement. 

Mr. Tuomas. The bill I had in mind was passed last year, upgrad- 
ing the salaries. 

Mr. Lawton. You are thinking of the ability to hire the type—— 

Mr. Tuomas. Apparently we are talking about two different things. 
I wanted to know what you were talking about. Go ahead. 
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Mr. Irons. Exclusive to the central office is the processing of postal 
appeals. 

Mr. Tuomas. How many of those? 

Mr. Irons. We have three positions. 

Mr. Tuomas. You had three positions and how many appeals ¢ 

Mr. Irons. We had 375 during 1958 and a like number during 1959. 


FUNCTION OF INSPECTION ACTIVITY 


Mr. Toomas (reading) : 


Thus, the Commission operates, in a broad sense, a three-phase program: 
(1) Issuance of regulations and standards, (2) delegations of authority there- 
under, and (3) inspection to insure that actions taken under these delegations 
of authority are in compliance with laws, Executive orders, regulations, stand- 
ards and instructions, and in accordance with sound management practices. 
The inspection and classification audit activity of the Civil Service Commission 
is responsible for conducting phase three of the above-mentioned program. 


This is the enforcement agency of that program. 


In addition to insuring compliance, this activity is concerned with stimulating 
program improvement in the agencies, assisting the Commission in installing 
and evaluating new programs, and furnishing assistance to agencies with 
problem situations. 

This is the eyes and ears of the Commission, and we are glad to see 
how you are really doing. 

Mr. Wriurams. Thank you. 

Mr. Tuomas. I find this is a good paragraph on page 41. If I may, 
let me read it into the record, ‘from the bottom of the page: 

Over the past 5 or 6 years the inspection and classification program has grown 
considerably in scope and coverage. Some of the items which have been added 
came about as the result of legislative action, for example, (1) the inspection 
of the incentive-awards program, (2) inspection of the appointments of experts 
and consultants, and (3) more intensive inspection of agency action in connec- 
tion with veterans’ preference brought about by amendments to the Veterans’ 
Preference Act of 1944. : 

I understand you folks have about all your problems worked out 
on that, have you not? 


ADMINISTRATION OF RETIREMENT SYSTEMS 


Let us take a look at retirement. Miss Reporter, please put page 
45 in the record. 
(P. 45 is as follows:) 


Activity 4—Administration of the retirement systems 














1957, actual 1958, authorized 1959, estimate 
Functions Aver- Aver- Aver- at 
age | Cost age Cost age | Cost 
posi- | posi- posi- | 
tions | tions tions | 
—EE _ a —. | — - — _— \— tute open 
Processing annuity and death claims......| 74 | $440, 662 90 | $499, 300 95 | $536, 000 
Processing refund claims..--_--.-.--.. ae al 28 129, 268 29 129, 500 30 131, 900 
Processing service credit claims_.....__-.- 13 69, 166 16 82, 700 16 | 80, 500 
Maintaining control accounts----....-- lens 27 132, 472 26 127, 900 26 | 128 000 
Maintaining the annuity roll. -..........- 24 102, 223 27 114, 000 31 133, 800 
Maintaining file of retirement record cards_| 31 123, 825 31 118, 000 35 132, 600 
Making actuarial studies_................. ll 61, 877 ll 63, 500 18 95, 700 
Answering inquiries-_.-..-...............-.- 34 197, 046 36 192, 200 38 204, 
Handling mail and file services_.........-- 34 136, 666 36 136, 500 36 136, 500 





Total, activity 4...........-...--.-- 276 | 1,393, 205 302 | 1, 463, 600 325 1, 579, 000 





A 
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Mr. Tuomas. You have 325 people, an increase of 23 over last 
year, at a cost of $1,579,000 for 1959 as against $1,463,600. This is 
for the entire Division of Retirement, and this is 1 of the 3 big cate- 
gories of the Commission; namely, recruitment and placement, retire- 
ment, and inspection. Those three categories are the backbone of the 
Civil Service Commission. 

Personnel for the processing of death and annuity claims goes from 
90 to 95 in 1959. Processing refund claims go from 29 to 30. Proc- 
essing service credit claims, 16 and 16. Maintaining control accounts, 
26 and 26. That is for the years 1958 and 1959. Maintaining an- 
nuity rolls, 27 and 31. Maintaining files of retirement record cards, 
31 and 35. Answering inquiries, you go from 36 to 38. Handling 
mail and file services, 36 in both years. <A total of 325. How many 
are you going to retire next year ¢ 


WORKLOAD AND UNIT COST DATA 


Mr. Irons. We figure we are going to retire quite a few thousand, 
93,490 for disability and death claims. 

Mr. Tuomas. Now, you cite your workload with your unit costs 
on the next page, and you give us 5 classifications on workload and 
unit costs, and you have 9 or 10 functions. I could not understand 
how you could comprise 9 functions in the 4 classifications of work- 
load on 1 page. 

Mr. Irons. On the first page, you have the entire breakdown of 
activities. The second page is where we actually have measurable 
unit costs. 

Mr. Tuomas. You set them out over here in numbers and costs. 

Mr. Irons. Yes; I was saying, for instance, making actuarial stud- 
ies is not subject to the same kind of count as you would have in 
processing a unit claim. 

Mr. Tuomas. Processing annuity and death claims cost you about 
$5.73, you say. 

Mr. Irons. Yes. 

Mr. Tuomas. Processing refund claims, $0.64. Processing service 
credit claims, $2.27. 

BACKLOG 


In the narrative part, you complain about your workload and your 
backlog. How far are you behind ? 
Mr. Irons. As of December 14, which is the latest figure we have 


here, we were several weeks behind in most of these items. We had 


10,535 backlog in annuity and death claims, which represents almost 
30 days’ receipts, where normally we would like to do it in 20 days. 
These are aasiien days. 

Mr. Tuomas. Go ahead. 

Mr. Irons. Refunds, 15,021 backlog, which represents 15 days” re- 
ceipts, and we would like to do it in 3% to 4 days. Service credit 
claims, we have 14,537 backlog, which represents 82 days’ receipts, 
whereas normal for the operation is 1314 days. Answering inquiries 
is just about current. 

Mr. THomas. Why are you behind? You have an unobligated bal- 
ance of $20,000 or $30,000 every year? Why don’t you spend that 
$20,000 or $30,000 on this activity? You have a lump-sum appro- 
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priation and you can shift it around any way you want to. You 
allocate into 5 or 6 bureaus, but you are not bound by that. The 
figures do not mean anything and neither does your classification. 

Mr. Irons. We have put more money into this operation on an 
overtime basis this year and last year as well. Twenty thousand 
dollars or thirty thousand dollars is a pretty thin amount spread 
over several million dollars of appropriations. It is just a question of 
how fine you can slice that and still have the amount of money avail- 
able for retirement. 

Mr. Tomas. Well, you do not have too big a backlog in your in- 
vestigations, do you? 

Mr. Irons. No. 

Mr. Tuomas. You certainly do not have any backlog in your 
standards program; do you? You do not have any backlog in re- 
cruitment and placement, so you can use some of that money. Here 
is a man who says, “I have been working here for 30 years, and I 
want my money.” Why don’t you give it to him? 

Mr. Irons. We have reprogramed money for this purpose, to keep 
us as current as we can get. The money is just one part of it. 

Mr. Tuomas. We see a lot of agencies with backlogs, but we do not 
like to see a backlog. Some of this theoretical stuff that you are do- 
ing, why not cut out a little of that and put your money here on 
the backlog and get current? If there is anothing that gives John 
Public a bad taste, it is trying to get a direct piece of work from the 
Government and it takes 6 to 8 weeks to get it. We suggest to you 
that you shift your funds around and get current. There is no need 
of having this backlog. That is what gives you a bad reputation. 


FUNCTION OF THE ACTIVITY 


Miss Reporter, will you please put this page 47 in the record ? 
(P. 47 is as follows :) 


GENERAL STATEMENT 


The administration of the Civil Service Retirement Act, the Panama Canal 
Construction Annuity Act, and the Lighthouse Service Widows’ Benefit Act are 
provided for in this activity. . . 

The work performed in administering the Civil Service Retirement Act consists 
largely of (1) adjudicating annuity and death claims, (2) making refunds to 
former employees of amounts to their credit in the fund, (3) determining credit- 
able service for retirement purposes, (4) maintaining all necessary accounting 
and control records to properly administer the fiscal activities of the funds (in- 
cluding receipts from employees and Government contributions, payments to 
annuitants, survivors, and other claimants, and maintaining individual retire- 
ment record accounts), (5) making actuarial studies, and (6) answering inquiries 
relative to these matters. 

The administration of the Panama Canal Construction Annuity Act and the 
Lighthouse Service Widows’ Benefit Act requires the Commission to adjudicate 
and pay claims to persons entitled to benefits under these acts. 

Requirements for fiscal year 1959 are based on (1) experience and trends 
during fiseal year 1957, which reflected increased workloads resulting from 
Public Law 854, 84th Congress, 2d session, approved July 31, 1956, liberalizing 
the benefits under the Civil Service Retirement Act, (2) carryover of workloads 
not processed in fiscal year 1958 because of insufficient funds to process the 
expected increased work resulting from Public Law 854, and (3) a quinquennial 
valuation of the retirement system by the Board of Actuaries as of June 30, 1958, 
as required by the Civil Service Retirement Act. 


Mr. Tuomas. How much money is this quinquennial valuation going 
to cost you? I made a note last night of $51,000, is that right 


nn 
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Mr. Witi1ams. That is right ; that is the total. 

Mr. Tuomas. Is it worth the money ? 

Mr. Irons. It is a requirement of law, sir. 

Mr. Tuomas. Well, if you do not have the money, you do not have 
to do it; do you? 

Mr. Irons. If we do not get the money, we will not do it. 

Mr. Tuomas. Well, now, the question is, How important is it? We 
will get down to my original question. Is it worth $51,000? We 
know the fund is bankrupt by $19 billion plus—and I use that word 


“bankrupt” advisedly. When you owe more than you have, you are 
bankrupt; are you not? 


Mr. Irons. Yes, sir. 

Mr. Tuomas. Well, this fund is bankrupt by $19 billion; is it not ? 

Mr. Irons. I do not like to use the phrase “bankrupt.” That is 
your term. 

Mr. THomas. Well, we are just being factual, I do not like to use 
it either. I hate to think that any agency of the Government has to 
operate a fund that is bankrupt. But, if it was X corporation under 
the same circumstances, we would say that X corporation was bank- 
rupt by that much. 

Mr. Irons. X corporation would need to have 19 billion more dollars 
in assets than we have at the present time. 

Mr. Tuomas. Well, we will use your language, whichever way you 
want to put it. 

Mr. Exttsworrn. This corporation has a rich uncle, though. We 
are never going to go to debtors’ prison. 

Mr. Tuomas. That is the trouble, we have a rich uncle and we are 
enjoying deficit financing here every year. And it is not good busi- 
ness, is it. This is deficit financing. In other words, we are not pay- 
ing our full share as we go, are we? We are putting it off on some- 
body else in years to come, to pay the bill. Any way you look at it, 
it is deficit financing, and it is not good business. 

Mr. Irons. It is true, of course, in a number of other funds in the 
Federal Government. It is not peculiar just to the civil-service retire- 
ment. 

Mr. Tuomas. Well, the only one you are concerned with is the Civil 
Service, so just’address yourself to that, right ? 

I have a note here. “Shortage of funds caused carryover of 7,000 
cases. Lump-sum appropriations can be used for any purpose. Why 
not use it for this, since this is pressing?” We have already gone 
into that, have we not? 


PROCESSING ANNUITY AND DEATH CLAIMS 
Let us put page 48 into the record. There are a lot of good figures 


in there. 
(P. 48 is as follows :) 


21543—58—pt. 1——33 























512 
Narrative justification—Processing annuity and death claims 
1957 1958 1959 
Neen enn eho de Saal ee une ne 7 90 | 
RN ee oo ccc nena ncssncecany Setncenadees | $440, 662 $499, 300 | $536, 000 
OR ne ah 80, 621 87, 200 93, 490 
I vk cnc bibe cn bkt ese to oe nck tet caee eee wee $5. 47 $5.73 | $5. 73 








An annuity claim is an application filed by a present or former employee for 
an adjudication and determination of his rights to (1) annuity benefits for 
retirement pursuant to the Civil Service Retirement Act, or (2) gratuity benefits 
under the Panama Canal Construction Annuity Act. 

A death claim is an application filed by a beneficiary, a legal representative 
or next kin of a deceased Federal employee, or by the survivor of a deceased 
employee or annuitant for (1) the accrued annuity, (2) the unexpended balance, 
(3) the accumulated deductions in the retirement fund, (4) a survivor annuity, 
or (5) benefits under the Lighthouse Service Widows’ Act. 

During fiscal year 1957 a total of 82,401 annuity and death claims were re- 
ceived. This exceeded the anticipated increase in receipts because of Public 
Law 854, 84th Congress, which was estimated to bring 10 percent more claims in 
addition to the normal yearly increase of 10 percent in receipts. Trends during 
the latter part of fiseal year 1957, if projected on an annual basis, would indi- 
eate that receipts will range between 97,000 and 100,000 in fiscal year 1958. 
However, it is conservatively estimated that for both fiscal years 1958 and 1959. 
a total of 90,000 claims will be received, which is a 10 percent increase over 1957. 

Mr. Tuomas (reading) : 


It is conservatively estimated that for fiscal years 1958 and 1959 a total of 
90,000 claims will be received, which is a 10 percent increase over 1957. 

What is the status here, generally? A lot of people are processing an- 
nuity and death claims. What is the difference between an annuity 
and a death claim ? 

Mr. Irons. A death claim is a claim resulting from a death of a 
Federal employee or a survivor on the rolls, or of an annuitant on 
the rolls. An annuity claim is for an amount payable to a Federal 
employee who is retiring. 

Mr. Tuomas. Which category is the largest in number? 

Mr. Trons. The largest in number? 

Mr. Tuomas. You do not break that down; you process them here 
together. 

Mr. Irons. The annuity claims will be about two-thirds of the total. 

Mr. Tuomas. Will be double the death claims then. 

Mr. Irons. Yes. 

Mr. Tuomas. During fiscal year 1957, a total of 80,621 annuity and 
death claims processed. You see, you always lump the two together. 

Mr. Irons. Well, they are handled together by the same people. 

Mr. Tuomas. But they are two definite items. [Reading :] 


This exceeded the anticipated inerease in receipts because of Public Law 854— 


Public Law 854 did not deal with death claims; it only increased the 
amount of annuity ; did it not ? 


which was estimated to bring 10 percent more claims in addition to the normal 
yearly increase of 10 percent in receipts. Trends during the latter part of fiscal 
year 1957, if projected on an annual basis, would indicate that receipts will range 
between 97,000 and 100,000 in fiscal year 1958. 


In other words, what you are saying is that, since the passage of the 
new law increasing these benefits, there has been a 10-percent increase 
in retirement. 
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Mr. Trons. Yes. 

Mr. Tuomas. Why ?, ie 

Mr. Irons. The fact that Public Law 854 made annuities larger and 
more people have found it to their advantage to retire rather than to 
continue work. : 

Mr. Tuomas. You mean they cannot afford to work for their present 
salary because their retirement pay is so | ? 7 

Mr. Irons. I do not know about that, but they just would rather 
retire on an amount they can now live on rather than work. Anyhow, 
there are more people retiring than there were. ae 

Mr. Tuomas. How much did the law last year increase retirement 
benefits? 

Mr. Irons. Twenty-five percent on the average, I believe. 

Mr. Tuomas. How much did that act further send the retirement 
fund into bankruptcy in terms of billions of dollars that nobody had 

aid for? 
i Mr, Irons. I think it was in the neighborhood of 41 to 5 billion, but 
I would have to check that. 

Mr. Tuomas. The actuary employed by the committee last year fig- 
ured that bill cost about $4,100 million, and no part has been funded, 
so that added to the bankruptcy of the fund—increased its bankruptcy, 
we will say. 

Mr. Irons. Yes, sir. 

Mr. Tomas. So you can expect 10,000 more Federal people to re- 
tire than normally retired since the passage of this liberal retirement 
act; right? 

Mr. Irons. Yes, sir. > 


COMPARISON OF FEDERAL CIVIL SERVICE RETIREMENT BENEFITS WITH 
PRIVATE INDUSTRY 


Mr. Tuomas. I noticed a piece in the paper that is quite interesting 
tome. I am going to put it in the record at this point. 

Miss Reporter, will you insert this clipping from the Washington 
(D.C.) Post in the record at this point ? 


(The newspaper clipping is as follows :) 


ReporT REVEALS BENEFITS GIVEN UNITED STATES EMPLOYEES—SALARY OF FEDERAL 
WORKER WorTH TWICE PRIVATE Pay, Civit SERVICE COMMISSION DECLARES 


A Government job can be worth as much as one in private industry at twice 
the salary, a Civil Service Commission report disclosed yesterday. 

The added value, it said, comes from retirement and survivors’ benefits 
afforded Government workers. 

The report, prepared for the House Civil Service Committee, set out to show 
how much a Government worker would have to earn in private enterprise to 
equal salary plus protection of his Federal job. 

“The result is rather dramatic,” the report said. “It shows that the indi- 
vidual must receive a gross income on the outside, the value of which will be 
nearly double his gross Government salary.” 

The report, made available to the United Press, concluded that a 50-year-old 
Federal employee “should think long and hard” before deciding to quit Govern- 
ment service for a private job. (A similar story by Jerry Kluttz in the Federal} 
Diary, appeared several months ago in the Washington Post.) 
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FOUR CASE STUDIES 


The Commission’s report was based on 4 case studies of benefits available 
to a 50-year-old, married employee with 23 years of Government service, but 
earning a different salary in each case. It then computed how much salary 
each would have to earn in an outside job to buy equal protection from a private 
insurance company. 

All the studies were based on present Government salaries and did not take 
into account the possibility of an increase. 

President Eisenhower has proposed a 6 percent pay hike for about 1 million 
civil service workers, which would cost $340 million a year. The Senate Civil 
Service Committee has recommended increasing it to 74% percent. 

The Commission’s report conceded that retirement benefits which might be 
available in private industry, or social security benefits, could reduce the outside 
salary needed to match benefits from a Government job. 


FRINGE BENEFITS 


It said these were not included in its figures because it was impossible to 
predict what “fringe benefits” an outside job might carry. 

Its case studies showed : 

Government worker A, earning $4,930 a year, would have to earn about $9,100 
from the “XYZ corporation” to foot the cost of annuities matching those available 
in Federal service. These amount annually to $3,100 retirement pay after he is 
60, a $1,620 annuity for his widow if he dies, and a disability annuity of around 
$2,500 if he becomes disabled before 60. 

Worker B, earning $5,845, would need $10,650 in an outside job to match his 
$3,600 retirement pay, $1,900 survivor benefit, and $2,900 disability benefit. 

Worker C, with a $7,035 Government salary, would need a $15,650 outside 
salary to cover his $4,380 retirement pay, $2,340 survivor annuity, and $3,400 
disability annuity. 

Employee D, earning $13,975, would require a gross salary of $35,500 on the 
outside to match his $8,460 retirement, $4600 survivor, and $6,800 disability 
benefits: 


Mr. Tuomas. It says: 


n Salary of Federal worker worth twice private pay, Civil Service Commission 
lares. 

"A Sovevibiedit job can be worth as much as one in private industry at twice 
the salary, a Civil Service Commission report disclosed yesterday. The added 
value, it said, comes from retirement and survivors’ benefits afforded Govern- 
ment workers. 

Did the Commission put out this statement ? 

Mr. Irons. No, sir; that statement is derived from a report that 
was requested of us by the House Post Office and Civil Service Com- 
mittee. The headline does not really tell the whole story. 

Mr. Tuomas. Well, did the report you sent to the House Post Office 
and Civil Service Committee substantiate the facts listed here in this 
article, or have you read the article ? 

Mr. Irons. I have read it. My impression from reading the article 
and relying upon my memory of what was said to the House com- 
mittee, it did not go quite far enough. The import of what we have 
said to the House was that an employee age 50, with 23 years of service, 
with all of the credits he has built u for retirement and disability 
protection, would need to receive double his present salary in order 
to break even, providing that the employer to which he was going had 
no retirement system or anything like that. 

Mr. Tuomas. Well, this article is substantially correct then. 

Mr. Irons. Yes, but you can get a misleading view from it, I think. 
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Mr. Tuomas. Well, the more pertinent question, it says: 


Its case studies showed: Government worker A, earning $4,930 a year, would 
have to earn about $9,100 from the “XYZ corporation” to foot the cost of an- 
nuities matching those available in Federal service. 

Is that right? 

Mr. Trons. That is right, unless the employer provided an annuity 
system comparable with ours. 

Mr. Tomas. In other words, what you are saying now is that the 
Government man making $4,930 a year, if he went to work for a 
corporation that did not provide anything, would have to make 
$9,100 a year from that corporation. 

Mr. Irons. That is right, assuming no social-security benefits and 
so forth. 

Mr. Lawton. If he was working for a corporation, he would be 
covered by social security. 

Mr. Tuomas. Are you saying that the Government is paying as 
much on the long pull as private enterprise, and paying more? 

Mr. Irons. I do not think we are saying anything other than 
giving the House committee some figures. 

Mr. Tuomas. Well, what do your figures indicate? 

Mr. Irons. I think there is a lot of difference between the Govern- 
ment’s pay scale in competing with industry for entrance, and think- 
ing of a person who has already spent 23 years of his career with 
the one employer and has built up certain vested rights. 

Mr. Tuomas. So you do not make the same study then as compared 
with a man who has worked 23 years with the same corporation. 

Mr. Irons. No, they vary all over the lot. 

Mr. Tuomas. Do you have any information along that line? 

Mr. Irons. I do not. 


NUMBER OF EMPLOYEES DISCHARGED FROM CIVIL SERVICE 


Mr. Tuomas. I notice that when a fellow in the Government gets 
higher than a grade 11 or 12, he never retires unless you force him to. 
The only other way is death. 

Mr. Sui. Your analysis of facts is a little bit different than our 
retirement figures. 

Mr. Tuomas. Well, do you have any figures to back up your posi- 
tion? I have public opinion to back up mine, that you never fire any- 
body. You hear of X person in the agency telling his supervisor 
where to go straight—and that you cannot do this and you cannot 
fire him. He appeals and it gets over to you folks and you manage 
to sustain him. How many folks did you fire last year by virtue of 
appeals? How many did you sustain on firing? 

Mr. Irons. I do not have the figures here. 

Mr. Wriu1aMs. 11,300 people were fired last year from Government 
jobs, Our experience in appeals has been that we will affirm the 
action taken by the agency in 90 percent of the cases. 

Mr. Tuomas. In 90 percent of the cases, they are confirmed. You 
have how many people working on the Appeals Board; 24? 

Mr. Witttams. On the Board of Appeals and ReView, we have 34. 

Mr. Tuomas. That is a terrible mistake I have made; I under- 
estimated by 10. How many cases did they dispose of last year? You 
are sure it is 34 and not 24? 








516 


Mr, Wiiisams. That is right. 

Mr, Tuomas. I thought I was making it high with 24, but. 34 is 
even worse. How many cases did they dispose of last year? 

Mr. Wruttams. 2,574 cases in 1957; 1,088 cases from July 1, 1957, 
to Deeember 14, 1957. 

Mr. Tuomas. Have you a breakdown of those cases now, and the 
nature of them and what was the final action, and how many of them 
were dismissed and how many of them were appealed—how many of 
them were successful before the Board and how many were un- 
successful ? 

Mr. Wuu1ams. I do not have it here. 1 have a breakdown of the 
kinds, whether they are veterans’ preference or reduction in force or 
suitability cases, things of that sort; I do not have the results of them, 
whether they were confirmed 

Mr. Tuomas. Well, how many veterans’ preference cases? Cer- 
tainly veterans’ preference has no bearing on what we are talking 
about here now. That is not dealing with misconduct or alleged 
misconduct. 

Mr, Wiru1Ams. Oh, it would, specifically so. These are cases of ap- 

eals under section 14 where they had been fired, reduced in rank,,or 
Farlou hed for more than 30 days. These appeals come directly to us 
from the people who get adverse action. 

Mr. Tuomas. Well, not from misconduct, or would that show? 
Most of your veterans’ preference cases come up to the Board by virtue 
of reduction in forces, do they not? 

Mr. Irons. That is another type of appeal. 

Mr. Wiiu1aMs. They do come in under reduction-in-force category. 

Mr. Irons. A veterans’ appeal is one where there is disciplinary 
action such as suspension or dismissal. 

Mr. Tuomas. The Board only takes jurisdiction of those dealing 
with disciplinary action ? 

Mr. Irons. Section 14 would be some form of action where the 
veteran’s rights have been impaired—he has been fired, suspended, or 
reduced in grade, demoted or reduced in rank. 

Mr. Exxtsworrn. We are estimating on page 74 that there will be 
2,260 of those in the coming fiscal year as compared to 2,110 in 1958. 
That is veterans’ appeals. Reduction in force, 2,020; and all others, 
2,970. 

Mr. Tuomas. I have it here. Yes, but that does not give us the 
information here about 
Mr. Exisworrn. The number sustained or reversed? We can get 
that. 

Mr. Irons. I would like to say we can supply that for the record 
very readily. 

Mr. Tuomas. Well, we would like to have general information on 
that. The general public thinks it is impossible to have a man fired 
out of the Government once he gets in, short of murder, just like I said, 
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(The information referred to is as follows :) 


Number of appeals closed out by the Board of Appeals und Reviews 
fiscal year 1957 





Agency action sustained... nsdito Veit ai slis auvalcee 2, 210 
DAF Ct: THVOURO. nin bis tind rbd th hn tied Bie b bis ENE. 301 
"TW ROPER WY TD, ORIN ii ei ii ile i 63 

Nall 5. radii sacalitidivige dpemietimmaians® a Dee a 2, 574 


Mr. Tuomas. Miss Reporter, will you put the bottom of page 53 in 
the record, and two-thirds of page 54. 
(Pps. 53 and 54 are as follows :) 


Making actuarial studies and compiling statistical information 


1957 1958 1959 





18 


; Rit 11 11 
CUE 5k dn ccice cent cite iced diwkewnnwndusiiiciasbeaiial $61, 877 $63, 500 $95, 700 


This function consists of making periodic valuations of the assets and liabilities 
of the retirement fund, compiling statistical data on the various phases of the 
retirement activities, preparing statistical data and material for inclusion in 
annual reports, estimating the cost of proposed legislation, and providing actu- 
arial services. 

Most of the increase in fiscal year 1959 will be needed to conduct a valuation of 
the civil service retirement system, the purposes of which are to determine the 
net liabilities of the retirement fund and to furnish information for preparing 
actuarial estimates. 

The most recent valuation was made for the Committee on Retirement Policy 
for Federal Personnel as of September 30, 1953. The Civil Service Act requires 
that the Board of Actuaries make a valuation of the civil service retirement 
system at intervals of 5 years, or oftener if deemed necessary by the Commission. 
It is proposed to comply with this provision of law by conducting a valuation as 
of June 30, 1958, to be completed during fiscal year 1959. 

The total cost of this project is estimated to be $51,100, of which $31,500 is for 
personal services included in this function. The balance, $19,600, is for “Other 
objects” and is reflected under that portion of this budget justification. 


QUINQUENNIAL VALUATION OF THE RETIREMENT SYSTEM 


Mr. Tuomas (reading) : 


The total cost of this project is estimated to be $51,100, of which $31,500 is for 
personal services included in this function. The balance, $19,600, is for “Other 
objects” and is reflected under that portion of this budget justification. Re- 
quirements for personal services to complete the valuation consist of the follow- 
ing: 

To determine the assets and liabilities of the retirement system with respect 


. to former employees who have a vested titie to deferred annuity benefits, it is 


proposed to take a 1 percent sampling. 


Now, you are going to do your 5-year job on your retirement system. 
Is it worth this $51,000? I will repeat that question I asked you 
awhile ago. And can you do it for $51,000, and how are you going to 
do it? Do you have the people over there qualified to make the actu- 
arial studies? 

Mr. Irons. We have the people to make the actuarial studies. 

Mr. Tuomas. What do you need with the $51,000? 
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Mr. Irons. We have the technical people who are needed for this 
work. In addition to what we have, we need personnel to take the 1 
percent sampling of the 13 million records of separated employees and 
to do the detailed clerical work on the sampling of 10 percent of the 
active employees, which is phase 2 of that. 


DEVELOPING PROGRAMS AND STANDARDS 


Mr. Tuomas. Miss Reporter, please put page 57 in the record here. 
(P. 57 is as follows :) 


Activity 5—Developing programs and standards 























1957, actual | 1958, nuthorized | 1959, estimate 
T Se —_— P _ > 
Functions | Aver- | | Aver- | | Aver- | 
age | Cost | age | Cost age Cost 
| posi- | posi- | | posi- 
tions | | tions | tions | 
Planning basic improvement in Federal | | 
personnel programs. __-____.__- 46 $353, 611 | 46 | $354,400 | 46 | $354, 400 
Developing and improving regulatio | | | 
and instructions_-.._...__- ae 34 247, 799 34 247, 500 | 34 247, 500 
Establishing and issuing standards ___-__- 48 358, 196 | 59 | 451, 200 59 | 451, 200 
Devising selection methods and provid- | | 
ing examining material for measuring | | } 
ie aia ei EN 52 308, 294 53 | 310, 100 | 53 | 310, 100 
j fnettatal Aecchscatl ate 
Tetel ectrity 6.0102: 2. csl sls. 180 1, 267, 900 | 192 1, 363, 200 192 1, 363, 200 


Mr. Tuomas. Developing programs and standards. The planning 
of basic improvements in ‘Federal rsonnel programs function has 
46 employees for 1957, 46 in 1958, and 46 in 1959. Are they as static as 
that? Developing and improving regulations and instructions, 34, 
34, and 34. That is for 1957, 1958, and 1959. What are the grades 
of these people here? Establishing and issuing standards, 48, 59, and 
59, for 1957, 1958, and 1959. Devising selection methods and provid- 
ing examining material for measuring qualifications, 52, 53, and 53; 
and this activity includes not only that, but the 350,000 people you 
png tohirenext year. Is thatthe right figure? 
r. WituiaMs. 327,550. 


FUNCTIONS OF THE PROGRAMS AND STANDARDS ACTIVITY 


Mr. Tomas. 327,550 for next year, and all the remaining 1,800,000 
in the service. Well, this was Phil Young’s pet division, was it not? 


[ Reading :] 


The principal functions of this activity are to develop and plan personnel 
programs for the Federal service and provide leadership to agencies in installing 
programs, develop and issue regulations and instructions to guide agencies. 


We never get through planning, do we. 
Will you put all of page 58 in the record, please, Miss Reporter ? 
(P. 58 is as follows :) 


GENERAL STATEMENT 


The principal functions of this activity are to (1) develop and plan personnel 
programs for the Federal service, and provide leadership to agencies in install- 
ing programs; (2) develop and issue regulations and instructions to guide agen- 
cies, other bureaus of the Commission, and its regional offices in carrying out 
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such programs; (3) establish and issue qualifications and classification stand- 
ards; (4) devise selection methods, and provide examining material for measur- 


ing qualifications of persons being recruited, transferred, or promoted to Federal 
positions. 


It should be emphasized that the personnel programs, instructions, tests, and 
standards are not just for use by the Commission itself, but for use throughout 
the Federal service, both at home and abroad, in managing the personnel func- 
tion and in improving personnel policies and administration. 

The requirements for this activity in fiscal year 1959 are based on continuing 
all functions at the same level as programed in 1958. 

Mr. Tuomas. Do you have an organization chart of this unit? 
And what do the green sheets show for these people? Are they 
all grade 12’s, 13’s, 14’s, and 15’s? 

Mr. Wiiu1aMs. The chart will tell you. 

Mr. Tuomas. My chart does not give us this information. 

Mr. Irons. Chart No. 1, I think, does; does it not, sir? 

Mr. Wittiams. On the right side of chart No. 1. 

Mr. Txomas. Yes; that is the only one, is it not; Bureau of Pro- 
grams and Standards. Who is the Director of that ? 

Mr. Irons. Mr. O. Glenn Stahl. 

Mr. Tuomas. Did you get him from Justice 2 or 3 years ago? 

Mr. Irons. No; he was from the Department of Health, Educa- 
tion, and Welfare, and has been with the Commission for quite a 
few years, first with the interagency advisory group within the 
Commission. 

Mr. Tuomas. Program Planning Division; you have 3 grade 15’s, 
8 14’s, 10 13’s, 3 12’s,411’s. Assistant Director in charge of program 
coordination, 1 grade 16. Who is in charge of this Division? 

Mr. Irons. Miss Evelyn Harrison. 

Mr. Tuomas. The Standards Division has 97 people. Regulations 
and Instructions Division, 31. What is the function and activity of 
this group, Regulations and Instructions Division? You have 31 
people listed. 

Mr. Irons. The issuing of regulations, writing of instructions, and 
the interpretations of those regulations.or instructions to the agencies. 

Mr. Tuomas. Do they change every year, even though the basic law 
does not change? 

Mr. Irons. If the basic law does not change, there would be rela- 
tively little change in the regulations themselves, but there are fre- 
quently, of course, relatively minor changes in the law which 
require—— 

Mr. Tuomas. Well, the law does not change, and the number of 
personnel does not change, so that makes everybody happy. How 
do they all keep busy? The law does not change and the number 
of personnel does not change. 

Mr. Irons. Well, you have a lot of things that are not directly 
related to law, such as the establishment of career-conditional pro- 
grams, development of new appointment system in the Post Office 
Department, which require no changes in law, but are improvements 
in the total personnel operation. 

Mr. Exiswortn. We have developed a new promotion system, too. 
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AGENOY POSITION VACANCIES 


Mr. Tomas. What is the number of vacancies you have in Civil 
Service Commission as of January 1? 
. Wmu1aMs. The last date we had was December 1, Mr. Chairman. 
We had 18 vacancies. 
Mr. Tuomas. That is 60 days ago. You do not have any—— 
Mr. Witrams. I do not have anything more current than that. 
Mr. Tuomas. Only 18? That is phenomenal; yes. 
Mr. WuuiaMs. That ties in, as I said, with that unobligated balance 
of $58,000. It indicates our staff is close to maximum. 
Mr. Tuomas. How do you account for that—hard times throughout 
the country? When you have an expanding economy and jobs are 
lentiful, turnover is pretty high in Government, like everywhere else. 
— tie in with the 314 million or 4 million unemployed that we 
have 
Mr. Wirit1aMs. The turnover in the last 90 days has been very low. 
Mr. Tuomas. When jobs get scarcer, people hang on to what they 
have; right ? 
Mr. Wuu14Mms. Lessshopping around. 


REWRITING OF CLASSIFICATION STANDARDS 


Mr. Tuomas. Why this increase of 12 people in 1958 this year over 
last year in this activity ? 

Mr. Irons. It is the assignment of more people to the issuance of 
classification standards. 

Mr. Tuomas. We have been working on them for 30, 40, or 50 years. 

Mr. Irons. We will never get caught up; jobs are changing all the 
time. 

Mr. Tuomas. Well, a stenographer in 1950 was a stenographer in 
1900—maybe not the same one. 

Mr. Irons. Not the same one, I hope. We started this program 
about 1946, if I am not mistaken. 

Mr. Tuomas. And the man that is carrying the mail in the post 
office is still a mail carrier, is he not? 

Mr. Irons. Even that has changed ; they are opening—— 

Mr. Tuomas. They put green stamps on the letters now, where they 
used to use blue ones. 

Mr. Irons. They are putting mechanical operations in the post 
office which will mean new types of jobs in the post office. 

Mr. Tomas. How has that typist position changed ? 

Mr. Irons. The typist has not changed. 

Mr. Tuomas. Who is doing the changing then # 

Mr. Irons. We now have electronic technicians which we never 
heard of before. 

Mr. Tomas. You do not have many of those. 

Mr. Irons. Still, a standard has to be written. 

Mr. Tuomas. How many do you write on that? 

Mr, Irons. Each standard covers a variety of grades and many 
specializations. We have a need for standards for cryptographers, 


materials engineers, construction engineers, and estimators and exam- 
iners. 
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Mr. Tuomas. Now, is that some of this fine language we used to have 
so much fun out of by reading out loud the job classification; and 
when you got through, if you could tell what it meant, we would pay 
doubles; is that what you meant ? 

Mr. Irons. Well, there is probably some of that in there, but 
actually—— 

Mr. ae Of all the silly language they ever tried to print, it 
was these job descriptions. 

Mr. Irons. We always get blamed for it, but the job description 
is written in the agency. 

Mr. Tuomas. Did you rewrite it for them? 

Mr. Irons. We do not rewrite job sheets. 

Mr. Tuomas. Well, that gobbledygook really comes out of the 
agencies and not out of the Commission, but you have to read it then, 
do you not? 

Mr. Irons. We have to read it. Seriously, on these standards, we 
have embarked on a program to try and get caught up and keep cur- 
rent, but there are changes all the time. 

Mr. THomas. Do you remember Dr. Flemming? 

Mr. Irons. Yes, sir. 

Mr. Tuomas. Dr. Flemming was a man of a few thousand words, 
and he served on this honorable Commission a few years ago. I can 
remember Dr. Flemming talking about the standards and how im- 
portant they were, and it took Sim 21% hours to explain why they 
were needed—oh, it was a whole lot more money. In fact, most of 
the field sections had not been covered. Now, this was 10 or 12 years 
ago. We gave him two hatfuls of money. Did we ever get the field 
covered with program standards? 

Mr. Irons. They accomplished a great deal at that time, and we 
mistakenly did not ask you for enough money to keep those things 
current on acontinuing basis. We let them fall behind. 

Mr. Tuomas. Well, the stenographers and the postal employees 
did not change very often. 

Mr. Irons. That is right. 

Mr. Tuomas. What else did not change? What did change then? 

Mr. Irons. There are a lot of changes in engineering positions—— 

Mr. Tuomas. How many people in the Government service that 
a are by the Classification Act, percentagewise are not covered 
today ‘ 

Mr. Irons. Not covered by standards ? 

Mr. Tuomas. Yes. Is it 2 percent, 114 percent, 214 percent? 

Mr. Irons. That is a good question. Do you know the answer to 
that, Dave ? 

Mr. Witu1ams. There are about twenty percent not covered at all. 

Mr. Tuomas. How do you get that figure ? 

Mr. Witu1aMs. It is a well-documented figure, about 80 percent are 
covered by standards—but many are not up to date. 

Mr. Troms. What are you doing with all this money you got last 
year? If you have 20 percent not covered, what did you do with it? 
Certainly you did not use it to promulgate some standards that you 
wrote last year, did you? Twenty percent of your people do not 
have any standards. How many new standards did you write with 
that money last year? What did you do with it? 
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Mr. WitraMs. In 1957 there were 21 standards written. 

Mr. Tuomas. At a cost of how much per standard. How much 
money did you have for this purpose ? 

Mr. Lawron. There were 11 as an annual average from 1950 to 1956, 
and 21 in 1957, and an estimated 51 standards in this fiscal year— 
1958. 

Mr. Tuomas. What are they going to cost each? I wonder if you 
would be good enough to put the standards, the description of them 
for last year—you say there were 21 for when ? 

Mr. Lawton. For 1957 there were 21. 

Mr. Tuomas. How many for 1958? 

Mr. Lawton. 51. 

Mr. Tuomas. Will you put a description of the 1957, 1958, and 1959 
standards in the record? How many do you anticipate for 1959? 

(The material referred to is as follows :) 


Classification standards production 


Fiscal 1957 | Fiscal 1958 | Fiscal 1959 





actual program | budget 
| estimate 
Number of classification standards produced (itemized lists | 

attached) '__ Rae at : 21 51 55 
SE EN OE i ie a ils, dashdncdcec enn cutee $169, 458 $268, 500 $268, 500 
Average cost per standard !___- cdentemage pod $8, 069 $5, 265 $4, 882 
Number of man-years spent_._...._....-.----------- ‘ 23.1 35. 4 35.4 
Number of employees to be covered by standards produced. 54, 150 299, 379 | 226, 028 


1 A classification standard is a description of an occupation, such as typing, mechanical engineering, cus- 
toms inspection, teaching, etc. Each occupation contains positions with varying degrees of responsibility, 
difficulty, and complexity, and, therefore, classifiable to different grades. The classification standard 
describes the ways in which positions at 1 grade differ from those at other grades. 

Thus, a standard for a complex occupation (such as mechanical engineering) will cover grades GS-5 to 
GS-15 and specializations of a wide variety. These standards are used by the agencies and the Commis- 
sion as the measuring stick against which individual positions are evaluated to determine their proper grade 
andt tle. They ere the funds mental tool ‘n the adm‘nistration of the Classification Act of 1949. 

The work involved in ; 1eparing a classificaticn stendard normally follows the course of action outlined 


below. 

1. Determination to start a classification standards project based on— 
Agency and regional office requests in response to our periodic inquiries. 
Problems encountered in using standards when occupations change— (new 

legislation, new devices and techniques, machine operations replacing manual 
operations). 

Need to recognize new occupations, such as digital computers (the time of 
the emergence of a new occupation is most critical in order to insure com- 
pliance with the Classification Act). 

2. Contact with interested agencies and groups in planning projects : 

Consider typical kinds of jobs to cover in standards. 

Determine location and number of typical jobs to be covered. 

Plan whether study will be done by agency, by committee of subject matter 
specialists, by the Civil Service Commission alone, or jointly. 

Develop timetable for completion. 

3. Factfinding : 

Collect information through interviews with supervisors, employees, sub- 
ject matter specialists, and/or through questionnaires. 

Characteristics of the occupation. 

Kinds of work being performed which fit into the occupation. 

Knowledges required to do the work. 

Manner in which jobs fit into the organizational structure, e. g., super- 
vision received, authority delegated. 

4. Systematic arrangement of facts: 

Study of similarities and differences in kinds of work. 

Sorting out of duties and responsibilities which can be treated alike. 

Evaluation of differences in difficulty of work in order to develop grade 
levels consistent with grade levels in the Classification Act. 
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Development of criteria which explain the differences in terms which are 
common to the occupation as a whole, and in terms which emphasize differ- 
ences in degrees of responsibility. 

5. Writing of draft of standards: 
Describe the kind of work typical of the occupation, specializations (if 
any), and differences between different grades. 
6. Clearance of draft of standards: 
_. Tentative drafts are sent to agencies and interested groups for review and 
comment. 

Written comments and comments presented orally at meetings of agency 
representatives, are reviewed and necessary changes are made in the tenta- 
tive drafts. 

. Final review and printing of standards: 

Standards having multiagency coverage printed by the Government Print- 
ing Office. 

Standards covering jobs in one agency only printed by the Civil Service 
Commission and given limited distribution. 


-j 


Classification standards preduction—Fiscal year 1957 


Construction and maintenance... ce «<-.--.. Revised. 
AISWAYE ODOT ATION iret rennin tdi Ts pa eaten New. 
Fingertrint. identification... ieee be ceeceerseeecteenis Revised. 
SUITE SM IRRI INTC i ene choice nena une New. 
Ciipteal social worker. Sic siete i actin oh dliwenan Revised. 
Social service case supervisors and program chiefs__._.___----.--.-_~ Do. 
I oeereeecrcccitecnrncusesieicanaerczanesasercestiocenenndionasihtsis aenasesibiaasaiaii ites aihtacac tay saeiaieeedal Do. 
Fis! Batebery. management... a ea chek Cee New. 
COG DTORCCRNI NG eon one eee ss. Jinan Revised. 
i cro trctnscecrncn sey te eseneeempntinasenaventntsabinniceninimisaianciaiahbienadsa thks canoe Do. 
"Times Wea0e, Oiled - DOS TOU aon ce tne se endcomwamncsdna ganar 
ET, TO rete ene eqnte sm etereionchmisien setompeveninsincipniareenmctaiaasinanla th tka Gita Do. 
Nursing assistant psychologist, narcotics addiction.__._.._...__----.---..~ New. 
TCU UNE oo rte SLs Si Geld eeeesee aes Revised. 
Baginering design and drafting. nn be ho ei ee stint linne Do. 
HIWEy CNRINOGT won ecw enna bien Do. 
ee II CC io seks cc aancccniciniedtniictainieneiaeiiinimei New. 
Statistical clerical and administrative______..._-...----..--.....- Revised. 
TOG ROC oe eecretenny ecrenenviever ar anv anceorenenomsasessescianimnnrepaacermetae areata te 
Cures Saitorcement oficet wo cen cewenenebdtbahieclnns New. 
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Estimated classification standards production—Fiscal year 1958 


Fire fighting and fire prevention noo oink cen cnecaeneacmnrieeee Revised. 
as renee CeCe So scan bn epigeeien ede dantlcks teenie Do. 
SE i tins, stihs te, ten ietah atienmn Denlnsehabimebivinne Sheena t 
th laa eee ad ek ek Nk Soenkineg eee Do. 
Reece comirol Clerical *. ills pointe bbls sieht messin Do. 
Correctional institution administration *_..............-.-.-..---.--- Do. 
SS RCE ERS DES FEE ETE OR ONS ERNE ROE LR > ites Do. 
SIN ONERG nitions. 44 chia inxisnincnnnnicdennas-hne-psnmemnineeete Do. 
IEEE ibis tki-cedinssanties acneuensnndchees-dmapeinene-ane~acnphiwieian New. 
I i 2 atl nl 2 Salen cialeeempcheieiens dni Revised. 
OT EMC rn nn oa hile cee Dero pr borne enn binned New. 
eo) bibs csi dahiti tice acained aprapenlssnneancinsteninewions Revised. 
Nee sa di deciles tpaneglon alan Sa New. 
Raney TONITE CRONE a. ca.icics 205 0.0 0c cndirtnciy apiety--si- pin b—anen epepananeheenda tienes Do. 
Ber nn nn dass Rasa leh al he Bik lined 5. Grendel debdaadennbienteen Revised. 
mepmne Watnth, O, TE 2S a es ee ee Do. 
Fortebtry, nt Ee xsi dcr nesta elecchdbthn ds caches agecbunsinbnnunhthckies Do. 
I i Ss ssi en amie nesipmaeonee Do. 
ONT Whe Grcie-imapesth Oe cei kL a Do. 
Agriéultural-commodity grading *........-_...-_-______-- Do. 
Officé services management and supervision *_..._..______-.--- - New. 
DOES PERO OR vrererirerr cretion nena seta, Do. 
Retirement and old-age insurance claims examining___-.--....._____. Do. 
Educational research and consultation_.__._-..-..-----.---- Le Revised. 
Ee I I i cictietstccnishinciedianpnearsteipe tearm snioetatsitiunreainsiniadinascuii New. 
Digital computer equipment operation______-____-_-.-u--+-.-u ee Do. 
Digital computer peripheral equipment operation_____--_---~-..-.-...- Do, 
I annem INCOR I i cee iin chi nsdn ch mes bp henna Revised. 
oni cece cae wecemionnt nen acisedibithbadilbabbdaail Do. 
TE SNLIO CP OCEER CROTON OR act irtinemninsonenamncidit New. 
TCCRPO RTA DF aco sree he Li hob betel Revised. 
Unemployment compensation claims examining....._..--~--~-..-.... New. 
Training administration and instruction____.__._____----~-+----....-... Revised. 
poemesraphic-and -reporting.............— on se hiiain Do. 
TOU 2 na a ein en cee merit es htt eedeabeiiaicilslll Do 
Dictating and conference reporting.........-.----.--.-----+--+2. 1. Do 
I TINT Bh cence eens emernreneemenaenpnememmnanaiibebilid Do. 
International relations. <c<.c.n.ccsnnenon ~~ Sa ieeeeesee. Do, 
PefBonnel specialist ..a.<2c00c0cccm efi sl he ie ie New. 
IIE I IER, GI ccc ecincenps erprernenageo tien aterenereneeneimesnpatlesendoninagdiainbanamente Revised. 
Accounting technician... ...-- ~~. 5 nse New. 
a . cccig piaeuainanmiceegmadiaipaahaniism sain amma ainda oe Revised. 
I os scans een teenager nimerentinanapeinanassantraniasionsineiegs aiinashiiieipialias aie Do. 
DEES TCO B Eo sree cin nee eweneteneneeeieimeenet New. 
Miectrical Qn@ineer — nn esse nese well Do. 
I I a scpren tonnes aisntn eaamacranentnvesearmmcorenanenssiencoiorinnsubentnen Grahieriadsistniignieel Do. 
BN OI een cri eattin sini rneticincngiasnieniseiquerareraieh Gnas soapienie nieaieia Do. 
Die eee emeees tae INEOBCTIOD nn eh tee ic Law aes Revised. 
Supply commodity management__--------------------~---~--~-.------ —. New. 
Surplus property disposal___.___._......--__..--.~.---~-------......-~- Do. 
UmVOGti eA COT. en nn nn ewe ccensnm Revised. 





1 Already completed. 7 
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FISCAL YEAR 1959 


Administrative assistant and officer._..............-.--- New 
I MI ine tect ciaine sabe ectatniieineneieidacianati niin a a Revised 
Webwiatiig equipanenite 2. a a Le Do 
Range condervatinn; pt Ta6isid Gad sabnindsinesumes Ul eneclduusk cic Do 
Speen ROCA ME. oo So ee a New 
Perqameh, tbe Fibs rent eeceiee ek eit ela el ace A lle Revised 
OUMURES CUM ite mnancshooteiaaepiapeeessitentahn tepiber erent coke ete Do. 
Wie Comte Blu s 2 a OY) a ed On Do. 
Opiie-emeinquettig is cock eei ti Si So gS rr eee New. 
Engineering design and drafting.......-......4---..-.- 1.4L Revised. 
SO SION sirnnauihicanedapenlechenatemeenrsiaienniaienn: tictenaptiahibidiiacdiningiitensinah deen tee New. 
Industrial property administration__........__-__- $5. nodes Do. 
Agricultural restaven sclentist. 2 oe es a Ll Do. 
Winsgrgesey Booms. Ure... ok es baal Revised. 
Aireraft OpBtMtiGitiss Obie naedinadiumgmiigediaainnebnliso-a~syam Do. 
SI CO ih i teisciene rnc catemelel tekene ~ineasaiielsdncediomenmianil New. 
SPR NOC a ee Revised. 
medicar tecninceal agsieunie.- 2 ee New. 
TI TG STG Bisignani piace at a, ee re a Do. 
Industrial property administration._...........-...-- 2.22.2 Do. 
Building and grounds superintendent__.______._____--_-------_____ Revised. 
Communication equipment operation__...._.......----.---_.---_____ New. 
Tompection ' Mnhtiasemvere. ooo 5s le Do. 
NOOR Bn nn noes inwp adh ds eechbekoabiks ane Revised. 
EG a aine usin ceninniei inj Geb bicee oedipal ii ba asin i tie a tie ae Do. 
MOI, Te TERE oases ccoirencten atin deneatencins-aoeepioneapenaeed msboatcwagi nem tiae eae Do. 
Pre Tih a hich centenili gn eee icin Do. 
Construction, inapection...—... 25 oe see peonge en no nb nen Do. 
Customs examining and appraising______.--.___-_____-___ nciepgiitnins ioionbiitindat Do. 
Wage-hour ineperction........ 222 ee a a Se bdcebiltrdeicned New. 
Customs entry and Ligwidath OM aii cise ise dct re eee eesminwsemtic Revised. 
Miectromic techpiciawy, Ob Bki6cisnnc asi -epeiente—e oe heteneiépertiegen New. 
Depthy meatehithoiaisacacdasunintndiccteab-sacdté-bepgewnsenrecaitienntih Do. 
I cinch sb ts siesta inlan sichligteaeniadidaistirtnd nines ta teMieiaer lagna Do. 
I RUN inh ce esi esa chreisnnicieapicgiessalarcaphirhienites sadism tie-in Revised. 
Customs’ Thepertion. . on a ee eek Lu L, Do. 
"FPG ae ia a, 5 cass mre seein claps dieunaamnnceipienidieaiaaeiaeee amit Gatti Do. 
Tania ar NG eens ecgpitenian cheer te nlircncin deine nin inangdeaeetaniaiall Do. 
Oped eter ‘erator. crepe we tlpe tik eae Do. 
Bookkecwauy machine Operate a  L Do. 
GOBER) © COT ies erence ecicre eligi eam tanh nse Seas New. 
Baucation and training... .~ .cuieis ciissentad sein iionntis— ie emets Revised. 
Meteorological aid... 42. dei ehh eel nh ees eeneetitamene Do. 
Taiermation.. cad  GOOGtORE . ocniccetintnccwcihhsmnindtentsinrapnilicnantapninisitielldiion Do. 
Wielets O90 See OTN dn inncneineiriensiedeiier cnn eeteowsmiumialin Do. 
Paychology—Tesee@r Chins. on te sti hs by eee ntewwe se eeccne New. 
Occupational therapy aid__....-..--1..- ~~~ 4240 24---- os eee eee ee Revised. 
Manual arte therapy 210 ......<ncccnqnesecsesctinsesee ress encanta New. 
AvCh—IANGuRSS GPOCIRlist neds wie ninecceccencsentnnewene Do. 
Disability and death claims examining-~......-.----~-+-~-+-~...-..... Do. 
Procurement qin.c ct one een tnenmonnnmnnmnnnmparncth tahiti Revised. 
Sales store operation.__........-. cede seibesd—abesieie cennede New. 
Medien? office? wise ii kk hk i sk dh sh ee ae ce ks Revised. 
Industrial engineering... .... n-ne n enn nnn ts essed New. 
Cartography ~........~.~-~...---- 2422 = == Do. 


Mr. Lawton. Fifty-five classification standards. 

Mr. Tuomas. At a total cost of what? 

Mr. Irons. A total cost in 1959 of $451,200 for both qualification and 
classification standards. 

Mr. Trromas. In other words, about $10,000 a standard ? 
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Mr. Fianacan. You are not speaking of just new classification 
standards. They also review the old standards and prepare qualifica- 
tion standards. 

Mr. Tuomas. Don’t you think it would be better to write some new 
standards for these 20 percent that do not have any, rather than review 
the old ones? 

Mr. Irons. Some of the old standards are more than 10 years old. 

Mr. Tuomas. How many people do you have writing these stand- 
ards? 

Mr. Irons. Just those. The technicians actually write them, not the 
clerical supporting help. 

Mr. Extswortu. Page 68 seems to have a pretty good summary of 
the standards. 

Mr. Irons. We have 59 average positions in 1959 and 1958. 

Mr. Tuomas. I have written here at the top of page 69, “Never get 
caught up. Obsolete before they are completed.” Is that a fair 
criticism ¢ 

Mr. Irons. There have been some obsolete before completion, but 
that is not true of last year. 

Mr. Tuomas. Fifty-one standards in 1958, 55 standards in 1959, and 
60 standards in 1960. [Reading:] 


To meet this demand, the Commission has developed a long-range program as 
outlined below. 


Mr. Extswortu. That is supposed to bring the situation up to date. 
Mr. Tuomas. Then you use this language: 


The following inventory of current classification standards coverage as com- 
pared to need estimated as of June 30, 1958, shows clearly the large backlog 
which will still remain as of that date: Total number of Classification Act occu- 
pations, 535. 


Miss Reporter, will you put the table on page 68 into the record. 
(P. 68 is.as follows :) 


The following inventory of current classification standards coverage as com- 
pared to need estimated as of June 30, 1958, shows clearly the large backlog 
which will still remain as of that date: 








Total number of Classification Act occupations__...........-..-______ 535 

Deduct oecupations covered by standards.............-..--_-____.--__ —330 

DORs esc cisccccscecccnnsamshencennanedscsddtuubl seit 205 
Deduct number of occupations with less than 500 employees each, not cov- 
ered by standards. (Coverage of such relatively small occupations is 

We WO nents nsec caccununsdndnnnnctnwennntinnndhlss Le 7327 
Number of occupations for which new standards are needed ( not ecv- 

I aa raat a intricacies ncisetirmiiniisncaaniniticonniticianmnignss SALI 78 

Add number of standards needing revision___......_____-___-_._____ 55 
Add number of new occupations not yet defined for which standards are 

PROG (CNaNNG0 ) acc cc cccndncnccnccccncee conn ao Bola is lis 30 

Total number of standards needed for relatively current coverage__ 163 


Although substantial improvement in production is being achieved, the backlog 
of 163 standards is much greater than will permit the successful administration 
of the Classification Act of 1949. Reports released by both the House and Sen- 
ats Civil Service and Post Office Committees in 1956 and 1957 stress the need 
for complete, current classification standards. Many of the major executive 
departments and agencies have written to the Commission to ask for more com- 
plete and current classification standards in order to help agencies to solve many 
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of their personnel management problems. Some of these departments have testi- 
fied, in the course of appropriations hearings, to the handicaps placed on their 
program operations by the lack of current standards. 

Mr. Tuomas. There are 535 standards. 

Mr. Irons. All told. 

Mr. Tuomas. I cannot see any justification, if you have 535, why 
20 percent of them have never been written. It must not be too im- 
portant. Ihave this language on page 70: 

This is a professional service for the largest occupational testing operation 
in the world. 

That is a good, choice sentence. 

Mr. Irons. I wish we had thought of that. 

Mr. Tuomas. Well, youdid. That is not my language. 

Mr. Irons. Oh, wedid? So we do get credit for that. 


DEVELOPING SELECTION METHODS AND EXAMINING MATERIAL 


Mr. Tuomas. Developing selection methods and examining mate- 
rial, 53 people at a cost of $310,000. 


Miss Reporter, put the top of page 70 in the record, and that includes 
that sentence—and this came from the Civil Service Commission— 


This is a professional service for the largest occupational testing operation in 
the world. 


And it changes every 24 hours. The last words are mine. 
(P. 70 is as follows :) 


Developing selection methods and examining material 


1957 1958 1959 


Average positions f LBS wcnel 52 | 
Cc 


52 | 53 53 
WO Mass fies .h a8 -boblibadunieedl $208, 296 | $310, 100 $310, 100 


ee ee - E — 


This function consists of: (1) Devising improved selection methods for orig- 
inal appointment, transfer, and promotion; (2) providing additional series of 
written tests for open competitive and promotional examinations throughout the 
competitive system; and (3) providing a test consultation service for Federal 
agencies. The selection devices include improved methods of evaluating train- 
ing and experience, oral interviews, written tests, performance tests, and meas- 
urement of interest and personal adjustment. This is a professional service for 
the largest occupational testing operation in the world. 


Reevuiatory, APPELLATE AND ADVISORY SERVICES 


“Mr. Tuomas. Miss Reporter, will you put pages 73 and 74 in the 


record. We have gone into this already in some detail. And put page 
75 into the record. 


21543—58—pt. 1——34 
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(Pp. 73, 74, and 75 are as follows :) 


Activity 6—Regulatory, appellate and advisory functions of the commission 





















































1957, actual 1958, authorized 1959, estimate 
Functions Aver- Aver- Aver- 
age Cost age Cost age Cost 
posi- posi- posi- 
tions tions tions 
Office of the Commissioners. _- 14 $133, 117 13 $128, 300 | 12 $117, 500 
Personnel advisory services to the Presi 
sok woe ee} ter neal 6 71, 619 yPO pai b SLpit 
Office of the Executive Assistant __ oe 10 48, 123 10 49, 000 10 “49, 000 
Security Appraisal Office - BA 8 71, 072 7 64, 800 7 64, 800 
President’s Committee on | Employment | 
a ee sctbenihchem 4 30, 127 4 33, 500 4 35, 100 
Deg merviees. 5... 25 2s kk 21 152, 842 23 162, 000 19 142, 900 
Investigation of prohibited political 
beds iebithn< sb ndsscconnnashdss 8 53, 941 9 55, 900 9 55, 900 
ret ees) ose 
Appeals and advisory service: | 
CNS BOs nna en cccoapsn yee 36 204, 982 34 196, 800 | 36 210, 900 
Reduction-in-foree____........--....-. 7 42, 517 9 51, 180 12 68, 000 
All other appeals__.................-- 22 140, 897 21 139, 280 21 136, 600 
Advisory services..............-...-- 12 | 79, 484 12 80, 940 | 12 80, 800 
Subtotal, appeals and advisory | 
eV ccc. 3 oncnewsbene--sn4s--) 77 467, 880 76 468, 200 | 81 496, 300 
Ds SITAVICT, Coe cnc enc dsemnesnnnt 148 | 1, 028, 721 149 | 1, 039, 200 } 142 | 061, 500 
Cr iikouads. 
Workloads and untt costs 
| 1957, actual | 1958, authorized | 1959, estimate 
} 
Work items ee ee eee ee tee, eee eee ol 
Proc- | Cost per} Proc- | Cost per| Proe- | Cost per 
essed unit essed unit essed unit 
Political activity cases.................... 102 | $529.00 130 | $430.00 130 $430. 00 
I Cg ho as oie ae doicinie bed 2, 076 98. 70 2, 110 93. 30 2, 260 93. 30 
.Reduction-in-force appeals ablioedbidwenscus 1, 128 37. 70 1, 520 33. 70 2, 020 33. 71 
eee eee 2, 854 49. 40 3, 030 46. 00 2, 970 46. 00 





PERSONNEL REQUIREMENTS 


The average number of positions and salary costs for this activity are shown in 
the following table: 

















1957, actual 1958, authorized 1959, estimate 
Aver- Aver- Aver- 
age Cost age Cost age Cost 
posi- posi- posi- 
tions tions tions 
er OIG in ee esd ds 113 $826, 935 113 $828, 700 105 $744, 200 
EE Ee eee 35 201, 786 36 210, 500 37 217, 300 
Total, activity 6..................-- 148 | $1, 028, 721 149 | $1, 039, 200 | 142 | $961, 500 
| 





ACTIVITY 6, REGULATORY, APPELLATE, AND ADVISORY FUNCTIONS OF THE 
COMMISSION 


GENERAL STATEMENT 


This activity consists primarily of the functions for which the three Commis- 
Sioners, acting as a single, deliberative body, are responsible. In general these 
functions are: (1) The approval of policy in the formulation of civil service rules 
and regulations; (2) administration of appellate functions; (3) administra- 
tion of the political activity statutes; and (4) recommendation of measures to 
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the President to promote the more effectual accomplishment of the objectives 
of the civil service laws and rules. The appellate workloads in this activity 
are not controllable since they arise from the exercise of rights of appeal granted 
by law or regulation. 

During the current fiscal year, two developments affect this activity, i. e., (1) 
reduced appropriations for many Federal agencies resulting in adjustments 
and reductions of Federal employees and (2) the stated administration policy 
of reducing the level of Federal employment, In both instances, the effect is to 
increase appellate workloads to the Civil Service Commission in the current fiscal 
year. Estimated increases in costs for fiscal year 1959 are shown for appellate 
work with compensating decreases in cost estimates for staff offices included in 
this activity. It is expected that spending for this activity on an overall basis 
will continue during fiscal year 1959 at the same level as that authorized for 
fiscal year 1958 with the exception of the function “Personnel advisory services 
to the President” which it is understood will be taken over by the White House 


staff in fiscal year 1959. 

Mr. Tuomas. This activity is the activity of our distinguished 
friends here on the Commission. How many lawyers do you have 
now ¢ 

Mr. Extswortn. There are 28 on that staff; about 15 of them are 
lawyers. 

Mr. THomas. Who is your Chief Counsel ? 

Mr. Irons. Lawrence VY. Meloy. 

Mr. Tuomas. He is a pretty able man. He has been over there for 
a long time, has he not? 

Mr. Irons. He certainly has. 

Mr. Tuomas. Miss Reporter, put the bottom of page 79 in the 
record. 

(P. 79 is as follows :) 

Legal Services 


1957 


| 1958 1959 
PE ere denen ene ele 








Oe ES 
aT taster peg 21 23 | 19 
Be a us = Siig Be ee $152, 842 $162, 000 | $142, 900 
The Office of the General Counsel handles a variety of legal work that falls 
within the Commission’s jurisdiction either by statute or by Executive order. 
This covers any legal question relating to the Commission's policies, procedures, 
and operations in which advice may be sought by the Commissioners, Commission 
officials, officials. of other Government agencies, Members of Congress, and attor- 
neys having business before the Commission. A digest of the opinions of the 
General Counsel is maintained. The General Counsel drafts proposed legislation 
and Executive orders, periodically proposes revision of the Civil Service Code, 
reviews all proposed legislative reports, advises on the preparation and inter- 
pretation of regulations, processes complaints relating to fraudulent activities of 
so-called civil-service schools and complaints of fraud on the part of Federal em- 
ployees. He also collaborates with the Department of Justice in defending the 
Commission in suits involving the Commission or civil service laws, rules and 
regulations. 
The estimate for fiscal year 1959 shows a decrease of 4 positions and $19,100 


from funds authorized in fiscal year 1958 since the codification of civil service 
laws will be completed during the current fiscal year. 


Mr. Tuomas. Legal services, 19 positions are listed for 1959, but 
the chart lists 26, Office of General Counsel. 


Mr. Irons. You have to include investigation of prohibited political 
activities. 


Mr. Tuomas. You mean the Hatch Act? That does not come in 
there, does it ? 


Mr. Irons. They are all lawyers, I believe. 
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Mr. Tuomas. Which is correct, 19 or 26 for the Office of General 
Counsel ? 

Mr. Wmiu1AMs. Twenty-six is the total number. 

Mr. Irons. Yes; for the two activities. 

Mr. Tuomas. The appropriation language states: “Not to exceed 
$70,000 * * *.”) And I have marked “Hatch Act.” Is that in addi- 
tion to the judges’ fund of $182,200, making a total of $252,200? How 
much did you spend on Hatch Act cases last year? 

Mr. Trons. $53,900 for Hateh Act cases in 1957. 

Mr. Wii1aMs. That is for personnel services. The rest of it is for 
travel and other odd expenditures. 

Mr. Tuomas. Did you spend the $70,000? 

Mr. WiiuraMs. No, sir; slightly under that, about $67,000. 


EXECUTIVE AND ADMINISTRATIVE SERVICES 


Mr. Tuomas. Miss Reporter, put page 85, the table here, in the 
record. 
(P. 85 is as follows :) 


Activity 7—Executive and administrative services 


Bureau of Management Services: 


1957, actual | 1958, authorized | 1959, estimate 
Functions | Aver- | Aver- | | Aver- 
age Cost | age Cost |} age | Cost 
posi- | posi- posi- 
tions | tions | | tions | 
a ee ee _ es | etl ret tS te fee 
| } | 
Office of Executive Director: | | | 
Executive Director’s Staff_- - 4 $35, 847 | 4| $32,400 4 | $32, 400 
Security Office__ d 5 | 37, 485 | 3 27, 900 | 3 | 25, 700 
Interagency Advisory Group Staff___- 5 | 32, 770 | 4 27, 200 4) 27, 200 
Congressional Services Group-.- 6 | 34, 004 6 | 34, 400 6 34, 400 
| 


| 











Ee een 6 45, 654 | 4 38, 300 4) 36, 400 
Organization and Methods Staff and i | 
Poderal Employment Statistics | 
Offi : 12 90, 301 12 | 88,700; 12) 90, 900 
Budget and Finance Division... __- 57 | 297, 230 | 55 290, 000 55 | 290, 000 
ibrary_._- : ; 10 | 50, 080 | 10 51, 400 | 10 | 52, 000 
Office Services Division. Gos 110 | 492, 035 114 489, 300 114 | 489, 700 
Personne!) Division - - iphabiatsesion 18 | 121, 549 | 20 | 128, 100 | 20 | 129, 000 
Total, activity 7. ..- ‘ on 233 | 1, 236, 955 7 1, 207, 700 232 1, 207, 700 


Mr. Tromas. This is the housekeeping activity. You have 232 
employees, the same this year as last year. You are a little topheavy 
here, are you not ? 

Mr. Witur1aMs. No, sir, there is a pretty large IBM installation which 
we maintain for services for other parts of the Civil Service 
Commission 

Mr. Tuomas. How many people are in it ? 

Mr. WitiiaMs. Thirty-seven people are in that. 

Mr. Tuomas. What is the nature of it, payroll or what? 

Mr. Wuu1aMs. We do quite a bit of retirement work on machines— 
payroll—statistical tabulations—— 

Mr. Tuomas, Do you do any grading of papers, classification of —— 

Mr. WrittaMs. Mostly scoring, sir. 

Mr. Tuomas. Those are sent in from the field ? 

Mr. Wiiu1aMs. No, sir. 
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FUNCTION OF THE ACTIVITY 


Mr. Tuomas. Miss Reporter, put page 86 in the record. 
(P. 86 is as follows :) 


Activity 7. EXECUTIVE AND ADMINISTRATIVE SERVICES 
GENERAL STATEMENT 


This activity consists of the executive and administrative functions of the 
Commission performed by the central office divisions and offices listed in the 
table on the preceding page. They cover the overall management and services 
functions required to facilitate the performance of the operating activities 
heretofore presented. It is expected that these functions will be held to the 
same level as that authorized for fiscal year 1958; therefore no increase is 
requested in fiscal year 1959 for this activity. 


Mr. Tuomas (reading) : 


This activity consists of the executive and administrative functions of the 
Commission performed by the central office divisions and offices listed in the 


table, 

Is this same activity done in the field? Who takes care of the 
people in the field? Do they have the same setup? 

Mr. Witu1aMs. Each region has a small administrative staff for 
budget and fiscal oper ations. They run their own payroll. They 
pay their own bills. 

Mr. THomas. You have 400 people then handling 1,800 or 2,000 
people? What is your total employment this year? How many people 
have you doing administrative detail work for the 2,800 people? You 
have 232 here. What is the number in the field ? 

Mr. Wiu1aMs. They average about 5 or 6 per region. There are 
only 11 regions. 

Mr. Tuomas. Only 55 in the field ? 

Mr. Wuxtams. About that. 

Mr. Toomas. Less than 300 then, averaging about 914 percent then. 

Mr. Tuomas. We went into the cost of other objects this morning, 
and we also put the revolvi ing fund in this morning. 


INVESTIGATIONS OF Unirep States CrrizeENs ror EMPLOYMENT BY 
INTERNATIONAL ORGANIZATIONS 


Program and financing 
, ee 


| 1957 actual | 1958 estimate | 1959 estimate 
' 


Program by activities: 
1. Investigations (total costs) -_- . ; $434, 101 $490, 296 














$372, 000 
2. Relation of costs to obligations: | 
Costs financed from obligations of other years (un- | 
paid undelivered orders), net (—) —10, 294 | 
Obligations incurred for costs of other years one | 
undelivered orders), net z 504 | 10, 400 
Total program (obligations) -- ; 4 423, 807 | "491, 300 | 383, 000 
Financing: Unobligated balance no longer av ailable c 34, 148 | 
New obligational authority ___- Rkcenidiences Sahl 457, 955 | 491, 800 | 383, 000 
New obligational authority: 
Appropriation $487,500 | $491, 800 $383, 000 
Transferred to “Salaries and expenses,”’ Civil Service | | 
Commission (31 U. 8. C. 697) wiedia petite —29, 545 
Appropriation (adjusted) _.............---.--. pobationed 457, 955 | 491, 800 383, 000 















































| 
i S 
i 532 
A | Object classification 
1 
' ea SS ams id a re 1 . os 
| 1957 actual | 1958 estimate | 1959 estimate 
cnnsilftclateenrcennipeperstnne iat aedliiieaiai alicia Gee 
Total number of permanent positions iat stele Ba nl 6 6 
Full-time equivalent of all other positions..__...............-- se aii tigaae | 2 2 
Average number of all employees. -_-__-..............--..-- Ba 8 s 
Number of employees at end of year_-.____..--- Mins 13 13 
<== = Ss 
Average GS grade and salary--.......__----_------.--.--.- | 4 ..-| 7.0 $5,273) 7.0 $5,288 
01 Personal services: oo 
SIRENS TUUEEIONEN nn een tana Rec datenttadeas a $43, 470 $43, 470 
Positions other than permanent ...-.-.-2.2--..2..--.}-- stdeee dhe 16, 000 16, 000 
Other personal services - i oie eal ett cus 230 | 230 
highuel cmenansbiot eepinncenaniane sia 
Total personal services...._........-_- See hs eS meal 59, 700 59, 700 
epee ois edo ede ee Sik 10, 000 10, 000 
04 Communication services--_.......-...--..-..- é 4419 = <b yu danest 600 600 
06 Printing and reproduction - ot ae bt bagadnseeee 200 | 200 
07 Other contractual services _ _- ame been | ee | 1, 600 | 1, 600 
Services performed by other agencies__- > : $423, 807 | 416, 700 | 307, 900 
Supplies and materials_._.___._...........-- RES RAs be dina ade 100 100 
1l Grants, subsidies, and contributions- 2, 900 2, 900 
OE ITI Si 5 55s hs eddy --ns Fae -dsesdast 423, 807 491, 800 "383, 000 





Miss Reporter, put page 107 in here, showing investigations of 
United States citizens for employment by international organizations. 


COMPARATIVE SUMMARY STATEMENT 


Put the table on page 108 in the record, also. 
(Pp. 107 and 108 are as follows:) 


Investigations of United States citizens for employment by international 




















organizations 
Functions | 1957 1958 1959 
| actual authorized | estimated 
ests -—— 
Federal Bureau of Investigation: | | 
Name checks. -- -- : wake te 1c AL eh png $1, 815 $2, 000 | $2, 000 
Full field investigations... _- sddhbedidotis~<hahaa~ddbbdand | 204, 425 | 245, 200 | 55, 600 
Preliminary inquiries__-_--_--..-. snc hes hiavaee 114 | 500 500 
I ee ne Sh ee ae 206, 354 | 247, 700 | 58, 100 
Civil Service Commission: Pret -s | te] 
INGUIGUR GRONCY GNOOKS.._........ 2 penn ene gaye--<-e--<0 | 6, 351 8, 000 | 8, 000 
Background investigations..__............-..-..--.-- 4 138, 055 | 158, 600 239, 400 
Processing reports on internationally recruited personnel. a 2, 126 2, 400 2, 400 
Loyalty advisory opinions. -.-_...........-....-.----..---. | 52, 650 | 53, 700 | 53, 700 
eT UTI Ss nn ea Co nebunoe 18, 271 41,00 400 21, 400 
ee oo aca scab ndiydmenndaeobaie 217, 453 | 244, 100 | 324, 900 
I ONE OF DEORTAM «6. sine cen scnes ns adenine | 428,807 | 491, 8 900 | 383, 000 
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Summary workload table 
1957 actual 1958 authorized 1959 estimated 
Workload items 


Number | Cost per | Number | Cost per | Number | Cost per 
of cases unit of cases unit of cases unit 


a 


Federal Bureau of Investigation: 
ee | aes ae 1, 452 $1. 25 1, 500 $1. 33 1, 500 $1. 33 
Full fleld investigations......._.._- Ens 351 582. 41 400 613. 00 88 632. 22 
_ Preliminary inquiries____.........._.- 1 114. 19 4 120. 23 4 120. 23 
Civil Service Commission: 
National agency checks_...........-.. 973 6.45 1, 000 8. 00 1,000 8.00 
a investigations__....__.__. 611 225. 95 610 260. 00 922 260. 00 
Loyalty advisory opinions. _._.._____- 144 365. 63 150 358. 00 150 358. 00 
Analysis of other cases. ._._........... 883 20. 69 930 23. 00 930 23. 00 


Mr. Tuomas. When is this workload going to fall off? Do you have 
anything to do with the falling off or the adding to it? 

Mr. Irons. We have no control. 

Mr. Tuomas. $383,000 for 1959 as against $491,800. You are purely 


a service organization and make these investigations when called upon, 
is that correct ? 


Mr. Irons. That is right. 

_ Mr. Tomas. How did you arrive at this figure of $383,000, which 
is a decrease of $108,000 against this year? 

Mr. Irons. We plan to have the Commission do some of the investi- 
gations heretofore made by the FBI. That is the sole cause of the 
reduction. 

Mr. Tuomas. Well, I do not understand. If you are going to do 
more work and get less pay for it, how are you going to come out? 

Mr. Irons. Well, at the resent time, certain of the initial investi- 
gations are made by the FBI. We anticipate there will be an Execu- 
tive order issued which will relieve the FBI of that responsibility 
and transfer it to us at a lower total cost. We will recall that this 
budget presentation includes not only the funds for ourselves, but 
the funds to reimburse the FBI. 

Mr. Wiu1AMs. There is the same total amount of work this year 
and next. It is just the difference in the units of cost. 


FUNCTION OF THE ACTIVITY 


Mr. Txomas. Investigations of United States Citizens for Em- 
ployment by International Organizations. 

It is predicated on the issuance of a new Executive order, which, if 
issued by the beginning of fiscal year 1959 will result in a savings 
of $108,800. 

Put pages 109, 110, and 111 in the record. 

(The pages referred to are as follows:) 


GENERAL STATEMENT 


Executive Order 10422 as amended, sets forth the procedures presently used 
for making available, to the Secretary General of the United Nations and the 
executive heads of other international organizations of which the United States 
Government is a member, certain information concerning United States citizens 
employed, or being considered for employment, by such organizations. The 
estimate for fiscal year 1959, however, is predicated on the issuance of a new 
Executive order, which, if issued by the beginning of fiscal year 1959 will result 
in a savings-of $108,800. The following paragraphs compare the present pro- 
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cedure for investigating cases, with the procedure to be followed if the new 
order is issued. 

Under the present Executive order, investigations are made by the Federal 
Bureau of Investigation and the Civil Service Commission. The Bureau makes 
(1) full field investigations in all cases involving United States citizens em- 
ployed or being considered for employment for a period exceeding 90 days on 
the internationally recruited staff of the United Nations or other international 
organizations and (2) full field loyalty investigations whenever, during the course 
of investigations by the Civil Service Commission, derogatory information with 
respect to loyalty is revealed. The Commission makes (1) full background 
investigations in all cases involving United States citizens employed or being 
considered for employment for a period exceeding 90 days on the locally re- 
cruited staff of the United Nations or other international organizations and (2) 
checks of specified records (national agency checks) for short-term (90 days or 
less) appointees or potential appointees to positions on the locally recruited or 
internationally recruited staff of the United Nations or other international 
organizations. 

Under the proposed Executive order the only change will be: the Commission, 
rather than the Federal Bureau of Investigation, will make all investigations of 
individuals being considered for an appointment, exceeding 90 days, to the inter- 
nationally recruited staff. The State Department has agreed that the proposed 
revision would be advantageous, and informs us of the concurrence of the 
Department of Justice, including the Federal Bureau of Investigation. If for 
any reason the proposed revision does not materialize, there will of course, be 
no saving, and the cost to process the workload during fiseal year 1959 would 
be $491,800, the same as appropriated for fiscal year 1958. 

The reports of these investigations under both the present and the proposed 
Executive orders, are forwarded to the International Organizations Employees 
Loyalty Board of the Civil Service Commission. The Board makes an advisory 
determination under the standard specified in the order. The standard is 
“* * * whether or not on all the evidence there is a reasonable doubt as to the 
lovalty of the person involved to the Government of the United States.” 

The Board transmits its determinations, as advisory opinions, to the Secre- 
tary of State. The Secretary of State notifies the executive heads of the inter- 
national organizations concerned of the results of the investigations for their 
use in exercising their responsibility with respect to the integrity of the per- 
sonnel employed or to be employed by such organizations. 

It is not the function of either the Civil Service Commission or the Federal 
Bureau of Investigation to make decisions as to whether the person investigated 
shall be retained or given further consideration for employment. That is a 
matter for decision by the Secretary General of the United Nations or the exec- 
utive heads of other international organizations. 

The Department of State has advised the Commission that the International 
Atomic Energy Agency, created in July 1957, will involve the employment of 
100 United States citizens during the next 2 years on an internationally recruited 
basis. Workload estimates for fiscal years 1958 and 1959 are based on an 
increase of 50 such cases in each fiscal year. This increase, of course, involves 
increased workloads in other functions. 

Increases in cost per unit from fiscal year 1957 to fiscal years 1958 and 1959 
are almost entirely the result of Public Law 854, 84th Congress, which requires 
Agency contributions to the retirement fund. The unit costs for the investiga- 
tions made by the Federal Bureau of Investigation were supplied by that 
agency. 

The workload estimates for the International Organizations Employees Loy- 
alty Board for fiscal years 1958 and 1959 assume that the Board will process 
all new receipts in both years, including the increase resulting from the estab- 
lishment of the International Atomic Energy Agency, and that the Board work- 
load will be normal at the end of fiscal years 1958 and 1959. The unit cost of 
loyalty advisory opinions decreases in fiscal years 1958 and 1959 because of a 
nonrecurring trip to Burope in fiscal year 1957. 
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AnNuItTIES, PANAMA CANAL ConstTRuUCTION EMPLOYEES AND 
LIGHTHOUSE SERVICE Wipows 


Program and financing 


| Pi s.tie 

















1957 actual | 1958 estimate | 1959 estimate 
Program by activities: | 
1. Payment of annuities to employees engaged in con- | 
struction of the Panama Canal... ._..._._...-._--_- $2, 269, 433 $2, 115, 000 $2, 078, 000 
2. bh yy = of benefits to widows of former employees of | | 
the Lighthouse Service..................------.------ 254, 567 | 245, 000 | 250, 000 
| | 
Total program (obligations) ___._...._.......-_.--- | 2, 524, 000 2, 360, 000 | 2, 328, 000 
—_——— 
Financing: i 
Appropriation (new obligational authority) ..........-.---} 2, 524,000 | 2, 360, 000 2, 328, 000 





Object classification 


| | 
| 1957 actual | 1958 estimate | 1959 estimate 


12 Pensions, annuities, and insurance claims---_-_._....__...- | $2, 524, 000 | $2, 360, 000 $2, 328, 000 


Mr. Tuomas. Let us go now to “Annuities, Panama Canal construc- 
tion employees and Lighthouse Service widows.” 

Put page 114 in the record. 

(The page referred to is as follows :) 


APPROPRIATION : ANNUITIES, PANAMA CANAL CONSTRUCTION EMPLOYEES AND 
LIGHTHOUSE SERVICE WIDOWS 


The amount requested represents estimated requirements for fiscal year 1959 
for payments under the Panama Canal Construction Act (48 U. 8S. C. 1378a), 
May 29, 1944, as amended and to widows of former employees of the Lighthouse 


Service, as provided in 64th United States Statutes at Large, page 465, August 19, 
1950. 


Apptepriated, 1908 Qs tides sk RADE ee be ee $2, 360, 000 
TRO IG, FI aking cigs tinicitasentenninenendaaeeeamel 2, 328, 000 
II sian sibinss caer eaaneee ninth ncesergagliimaeninlai ad iis lesa Ti pila atah ieee Aaa maaan 32, 000 


The request for 1959 is for continuation of annuities authorized. Few addi- 
tional claims are expected under the Panama Canal Construction Act and, on 
the basis of available information, it appears that receipts of claims for benefits 
by widows of former employees of the Lighthouse Service will remain at a 
fairly constant rate for the next few years. The amount requested for 1959 is 
$32,000 less than thejamount appropriated for 1958. 


The statements on the following page indicate the basis of the estimated 
requirements for this appropriation for the fiscal year 1959. 


AMOUNT OF ANNUITY 


Mr. Tuomas. Page 114 shows a decrease of $32,000 in 1959 below 
1958. What is the amount of annuity paid, (1) to the Panama work- 
ers, and (2) to the widows of the Lighthouse Service ¢ 

Mr. Irons. The average amount of annuity to the construction 
workers is $900 a year and to the widows of Lighthouse Service work- 
ers $600 a year. 

Mr. TxHomas. It’s a mathematical calculation and there’s nothing 


we can do about it. Did you do a little guesswork here, gentlemen, 
for 1959? 





: 
: 
: 
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Mr. Irons. We made the 1959 estimate based strictly on experience 
data. 

Mr. Tuomas. The number is gradually falling off. Are there any 
survivor rights under the Panama Act? 

Mr. Irons. Yes, the survivor picks up as soon as the annuitant 
dies. 

Mr. Tuomas. Have the survivors begun to pick up now ? 

Mr. Irons. Yes, at the same rate. 

Mr. Tuomas. It is not charged to the civil-service fund; it’s charged 
to this particular fund? 

Mr. Irons. Yes. 


PAYMENT TO THE Crviz Service RerrreMent AND Drsapiirry Funp 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 








Program by activities: 
Payment of Government share of retirement (total costs— 
obligations) ie ha piaswlgharlin abit ence cat Maidan ahsibatiched $525, 000, 000 


Financing: 
‘Apeeeretation (new obligational authority) 





Object classification 





| 1957 actual | 1958 estimate | 1959 estimate 





11 Grants, subsidies, and contributions....................--- | $525, 000,000 |... | Bi iin 





Mr. Tuomas. Now, let’s look into the payment to the civil-service 
retirement and disability fund. 


SUMMARY JUSTIFICATION DATA 


Mr. Reporter, will you put pages 116, 117, and 118 in the record at 
this point, and, also, pages 119 and 120? 
(The pages referred to are as follows :) 


Fpueest ¢ to civil-service retirement and Sroabtiety Sune 


| Changes, 
Appropri- | Estimate, | 1959 com- 


Appropri- 
ated, 1958 | 1959 | pared with 
} 1958 


| 
| a ated, 1957 
bg 








Payment to civil-service retirement and disability 
fund 





GENERAL STATEMENT 


Public Law 854, 84th Congress (H. R. 7619) approved July 31, 1956, completely 
amends the Civil Service Retirement Act.. The liberalized benefit provisions 
became effective October 1, 1956. The employee deduction rate was increased 
from 6 percent to 614 percent of basic salary. From and after the first pay 
period which began after June 30, 1957, employing agencies are required to 
contribute to the fund, from their appropriations, amounts equal to the sums 
withheld from the salaries of their employees. 
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For 1957 and prior years the appropriation under this heading was the means 
of making the Government’s payment to the.retirement fund. As indicated 
abeve, legislation enacted in the last session of ;the 84th Congress requires that 
agencies pay to the fund an amount equal to deductions from enrployees’ salaries, 
beginning in July 1957. It is estimated that such contributions during the fiscal 
year 1959 will amonut to $649,025,000. Since the total of these payments is 
estimated to be greater than amounts heretofore provided through this appro- 
priation ($525 million in 1957), no additional appropriation for governmentwide 
payment is requested for fiscal year 1959. 

Computation tables follow : 


COMPUTATION OF NORMAL COST 


The Commission estimates that the total normal cost of the amended act is 
18% percent of payroll. With employees paying 6% percent, this leaves a Gov- 
ernment normal cost of 7 percent. In arriving at the estimated amount of the 
Government’s normal cost, this percentage is multiplied by the total salaries of 
employees covered by the Retirement Act. 

In the absence of a current census of retirement coverage and salaries, the 
Commission, in its 1957 and 1958 estimates of covered payroll, had used an aver- 
age salary of $4,476 and a coverage figure of 2 million employees. This produced 
an estimated payroll of $8,952,000,000. 

Recent evidence indicates that this figure is low. As of December 31, 1956, 
agencies reported to the Commission total retirement coverage of 2,133,000 
employees. During the fiscal year 1957, deductions from employees’ salaries 
totaled $632 million. Approximately one-third of this was based on a deduction 
of 6 percent. Had the rate been 614 percent throughout the entire year (as it 
will be in fiscal years 1958 and 1959), deductions would have been $649,025,000 
on a total payroll of $9,985,000,000. With coverage of 2,133,000 employees, the 
average salary would be $4,681. 


The table which follows shows the factors considered in estimating the normal 
cost: 


1. Average number of covered employees__._____._____-..------ 2, 133, 000 
2. Average annual DAGiC SRIARP— cccin dk cinbi cee nngnntinsanneein $4, 681 
3. Estimated total salaries of covered employees__......_-..-_-- 9, 985, 000, 000 
4. Government’s normal cost (7 percent of payroll, fiscal year 

a a aa a rset sagen sep glnsaeethenipsogiaedantngnesinal 698, 950, 000 


COMPUTATION OF INTEREST ON THE DEFICIENCY 


Thse Commission’s computation in the 1958 budget showed that the deficiency 
as of October 1, 1956 was estimated as $17,454,088,000. Interest on the de- 
ficiency for 1957 was shown at $496,883,000. The sum of these 2 items results 
in an estimated deficiency of $17,950,971,000 as of June 30, 1957. 

Since there was no direct appropriation to the fund for fiscal year 1958, the 
deficiency will increase by the excess of the Government’s normal cost over 
contributions by agencies at the rate of 6% percent of salaries of their covered 
employees. Due to the pay lag, these contributions will be made in respect to 
25 of the 26 pay periods in the fiscal year 1958. 

The deficiency will also increase at the end of the fiseal year 1958 because in 
that year the fund will earn interest at 2% percent rather than at 3 percent. 
At the beginning of the fiscal year 1958 the fund was reinvested at the lower 
rate, which will produce estimated interest income of $194,613,000. A rate of 
3 percent would have produced an additional $38,923,000. 

The Commission’s estimates of the normal cost and the deficiency are predi- 
cated on the assumption that the fund will earn 3 percent over the long-term 
future. It is proposed to treat current deviations from that rate as adjust- 
ments of the deficiency. The alternative—a 2% percent assumption in the 


normal cost and deficiency caleulations—would result in substantially increased 
retirement costs. 
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The following schedule shows the factors used in estimating interest on the 
deficiency for the fiscal year 1958, due at the beginning of the fiscal year 1959 


Kp, MBO. UO TN TE aii seth rein nekntSceerrthintee chine ators $17, 950, 971, 000 
2. Government’s normal cost in 1958 (7 percent of estimated 

annual payroll of $9,985,000,000)_............._______ 698, 950, 000 
38. Agency contributions in 1958 (25/26 of 6% percent of esti- 

mated annual payroll of $9,985,000,000)_._....._______- 624, 063, 000 
4: Thepben of. item? over te Suck a wee 74, 887, 000 
5. Amount by which interest income in 1958 falls short of 

income at assumed rate of 3 percent (see detail below) —- * 38, 923, 000 


6. Deficiency at June 30, 1958 (excluding interest for 1958)_. 18, 064, 781, 000 


7. Interest at 3 percent on deficiency at June 30, 1957 (3 per- 
PERK. 05, THOU (5 bok olhedtleset—ni_-eidcboaeed—n ult oten- Las 
8. Interest at 3 percent (for % year) on excess of Govern- 


ment normal cost over agency contributions (114 percent of 
My ROE AE Bea het ssssercnns ba ssialipipien ah emit ybastente die it beteey eek ws 


9. Total interest for 1958 


SUMMARY OF COMPUTATION 


5 GIVET RINE « MOPMA) CODE. 5. identical Sib diepiicsite oheinle methine 
. Interest on deficiency 


588, 529, 000 


1, 123, 000 


539, 652, 000 


698, 950, 000 
539, 652, 000 


Oo bo 


. Total required on normal cost plus interest basis__.____..- .. 1,238, 602, 000 
Less contributions by agencies (61% percent of estimated 





annual payroll of $9,985,000,000) _....-........_...._--- 649, 025, 000 
5. Government cost not met by agencies’ contributions___.___- 589, 577, 000 
1 Detail of item No. 5 above 
Balance in fund on yume i Na ca $7, 500, 000, 000 
Sr ee nn ce deaty eeikinadecdsanempeaseranmum $187, 500, 000 
Plus interest at 2% pereent (for % year) on 
the difference between— 
Anticipated receipts for 1958... __ $1, 284, 000, 000 
Anticipated disbursements for 1958_____- 715, 000, 000 
569, 000, 000 
Times. 126. DerOOR bss cntswaeisetet Gn cce nw taindsaetooase 7, 112, 500 
ae a 194, 612, 500 
Cnneetataes at 3- -percent interest : 
Siw Were heen. @ Pereenes oo ee ee hk 225, 000, 000 
$569 million times 1% percent__....-._--.-.---..-.--.- 8, 535, 000 
Cease then sik Ba aa a: ee othe ahh eee eats a ab ana is harem erin 233, 535, 000 
Lease amount at 246 ‘pertettn el se eke 194, 612, 500 
Fe nice ili orien ands a nclcinideenat nies doops dialidan eames 38, 922, 500 


AMOUNT OF FUNDS REQUESTED OF BUREAU OF THE BUDGET 


Mr. Tuomas. Did I understand you to say that you asked the 
Bureau of the Budget this year for $589,577,000 over and above what 
is being paid by the various Government agencies to help make up 
the present deficiency in the retirement fund ? 

Mr. Irons. Yes, sir. 

Mr. THomas. How much of that $589,577,000 did they allow? 

Mr. Irons. Nothing. 


DEFICIENCY OF THE RETIREMENT FUND 


Mr. Tuomas. How much do you figure that this fund is insolvent? 
Mr. Irons. We figured the deficiency on June 30, 1958, at $18,064,- 
781,000. 
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Mr. Tuomas. In that regard, the committee had an actuary make a 
study last year of the condition of the civil service retirement fund, 
and he worked up a balance sheet as of June 30, 1953, to June 30, 
1958, inclusive, and it shows that, as of June 30, 1953, the fund was 
insolvent to the tune of $9,912 million, and that year the Congress, by 
appropriation, contributed $312,400,000 to the fund, which was not 
an overpayment by any means, was it? For 1954, the fund was in- 
solvent to the tune of $10,583 million, and that year not a penny was 
contributed to the fund by anybody, other than the Federal em- 
ployees. The Federal Government didn’t pay a penny. In 1955, the 
fund was insolvent to the tune of $11,971 million, and the only person 
who made any contribution to the fund was the Federal employee, 
and that was taken from him every payday. The Federal Govern- 
ment contributed absolutely nothing. In 1956, the insolvency of the 
fund had grown to $13,838 million, and that year the Federal em- 
ployee, of course, paid his 6 percent, and the Federal Government 
made a contribution of only $233 million. In 1957, the insolvency 
of the fund had grown to $17,937 million, and besides the Federal 
employee’s contribution, which he makes every payday, the Federal 
Government paid into the fund $525 million. 

And the actuary estimates that on June 30, 1958, the insolvency 
of the fund will be $19,306 million, and the Federal Government 
again makes no contribution, other than what the Federal agencies 
have paid in—and they pay that in for the first time or the second 
time ? 

Mr. Irons. The first time. 

Mr. Tuomas. To the tune of $624 million. And, to offset that, the 
Civil Service Commission asked the Bureau of the Budget for $589,- 
577,000 extra to put into the fund to help take up some of the in- 
solvency, and that was not granted. 


INTEREST EARNED ON THE FUND 


I believe you state the interest on the fund has been cut down from 
5 to 214 percent. 

Mr. Irons. Yes. 

Mr. THomas. Why was that cut down ? 

Mr. Irons. When we were receiving 3 percent, that was a deter- 
mination made by the Secretary of the Treasury. The rate was re- 
duced from 3 percent to approximately 214 percent when Public Law 
854 was passed, which prescribed the amount the Secretary of the 
Treasury could pay, it being the average of certain issues, which 
comes out to 214 percent. He has no discretion. 

Mr. THomas. That is what I am trying to find out. He has no 
discretion? I tried to read the act, and I am not sure. 

Mr. Irons. I would like to have permission to let Mr. Lawton re-- 
spond to that. I think it is mandatory that the Secretary of the 
Treasury allow a certain amount of money based on the amount of 
interest the Government is paying. 

Mr. Lawton. Long term, beyond 5 years and more. 

Mr. Tuomas. How does it figure out, when the Government is not 
paying 3 percent on some of its money, but 314 and 4 percent, and, yet, 
it 1s paying this civil service retirement fund, which is already insol- 
vent, only 214 percent ? 
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Mr. Lawton. There are few issues with 5-year maturities in the 
314-percent category. He can issue special obligations or invest it in 
Government obligations, on the market or on original issues. Recently 
they have bought for the fund a small portion of each of the new issues, 
which are, of course, at the current interest rate, that being the higher 
interest rate. 

Mr. Tuomas. How much is in that revolving fund now? 

Mr. Irons. About $7% billion. 

Mr. THomas. We could loan that out today at the rate the Govern- 
ment is paying and get 3% or 314 percent for it, couldn’t we? 

Mr. Lawton. That rate fluctuates some. It’s gone down a little bit. 
Of course, I don’t want to confuse the face interest with the yield 
rate. The yield rate is up. Many issues at low interest rates are 
below par. So, if we had them on the yield basis, it would be around 
3 percent. On actual face value, the average interest is slightly over 
21% percent. 


BASIS OF ESTIMATE OF FUNDS REQUESTED OF BUREAU OF THE BUDGET 


Mr. Tuomas. How did you arrive at this figure, now, of $589 million 
that you asked the Bureau of the Budget to put in? 

Mr. Irons. The computation appears on page 119. 

Mr. Tuomas. Tell us about it right quick. 

Mr. Irons. Well, it. starts off with the accumlated deficiency. The 
actuaries determined the normal cost, plus interest, based upon the 
last average. ‘They determined the shortage of interest, income—— 

Mr, Tuomas. Well, just put it in quick language, and we will under- 
stand it better. This amount is needed over and above the $649 million 
the Government agencies contributed this year to meet the deficit 
between the interest charged and what is paid out of the fund. Isn’t 
that right? 

Mr. Irons. Can I start over a little bit on it? We need the $589 
million over and above the contributions by the agencies and the con- 
tributions by the employees and the interest on the fund in order to 
maintain a balance. 

Mr. Tuomas. During that fiscal year? 

Mr. Irons. Yes. 

Mr. Extsworrn. Just to keep the fund from going further in the 
hole. 

Mr. Tromas. Using the figure of $8 billion in the fund rather 
than 714—it’s easier to do the arithmetic—you are insolvent about 
$191, billion. 

Mr. Irons. If you don’t mind, I will use my figure. We are in- 
solvent by $18 billion—the middle of the page, item 6. 

Mr. Tuomas. How current is your figure ? 

Mr. Irons. All I can tell you, sir, is that it’s the latest calculation 
on the latest date available. 

Mr. Tuomas. The deficiency on June 30? 

Mr. Irons. Yes, last June 30. 

Mr. Tuomas. $18,064,781,000, and this actuary for the committee 
nevertheless came up with $19,306 million on the same date. 

Mr. Irons. I think he’s basing his on an average of 214 percent in- 
terest rather than 3 percent. That would be my guess on it. It 
would make a considerable difference. 
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Mr. Tuomas. Anyway, there is a difference here of one billion two 
hundred and fifty or two hundred and sixty million dollars between 
your’estimate and this one. If we were to contribute this $589 million 
that you asked for this year—I figured it out this morning, and it 
would take, over and above what the agencies are putting in it, around 
30 years to get this fund solvent. 

Mr. Irons. The $589 million never will get it solvent. It will just 
hold it steady. 

Mr. Tuomas. It will never get it solvent? 

Mr. Irons. It will never get it solvent. This will just keep it from 
growing. 

Mr. Tuomas. And you will always have that $18 billion deficiency ? 

Mr. Irons. That’s right. Actually it will grow a little. 


LIABILITY FOR ACCUMULATED ANNUAL LEAVE 


Mr. Tuomas. What other liabilities does the Government have in 
the field of Federal employment? What I am getting at is, what is 
the amount due and owing by the various agencies of the Govern- 
ment for unpaid annual leave? Do you have an approximate dol- 
lar value on that? 

Mr. Irons. We have no approximate dollar value on it. 

Mr. Tuomas. Well, in a good many budgets I examine I see where 
they will have footnotes in them showing, “This is exclusive of $150,- 
000 we owe for unused terminal leave.” Now, where in the Govern- 
ment can we get that figure if the Civil Service Commission doesn’t 
have it # 

Mr. Irons. We have no knowledge as to the accumulated leave bal- 
ances of the employees, other than our own. 

Mr. Tuomas. Who has it then, the Bureau of the Budget? 

Mr. Irons. I would doubt whether anybody has it, except each 
agency. 

Me. Tuomas. Well, it is a tremendous figure. It runs into the tens 
of millions of dollars. I wouldn’t be surprised if it doesn’t run in 
excess of half a billion dollars right now, or a billion. Now, where 
can we get that information? It is accumulating and growing by 
leaps and bounds every day, every year. 

Mr. Lawton. The way I see it, the committe could direct some 
agency to make a survey of it, because the information will have to 
come from the separate agencies of the Government. 

Mr. Tromas. Wotldn’t the Bureau of the Budget be the proper 
agency to direct an inquiry if the Civil Service Commission doesn’t 
have it? 

Mr. Lawton. Or the General Accounting Office. 


ANNUAL LEAVE FOR CERTAIN GOVERNMENT OFFICIALS 


Mr. Tuomas. Two or three years ago, I think it was 1953, Con- 
eae passed a law which, among other things, said that Cabinet of- 

cials and other high ranking Federal officials would not be subject 
to the accural or annual leave, that they would be exempt by order of 
the President. Deo you have an order of the President setting out 
how much annual leave these officials get ? 
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Mr. Lawron. The order of the President concerned those officials 
who were Presidential appointees confirmed by the Senate. It said 
they should not be given annual leave. It didn’t give them leave, it 
took it away from them. It said those people, in addition to the ones 
specified by the law, would not be granted leave. 

Mr. Tuomas. When Secretary Humphrey retired, was he permitted 
to draw any sum of money for annual leave, and if so, how much? 

Mr. Irons. I don’t think he had any accrued leave. The law was 
passed shortly after he came in, and he didn’t accrue any. The law 
froze the annual leave of any of those persons affected by it, who 
were heads of agencies, at the amount they then had to their credit 
and the current rate of salary. 

Mr. Tuomas. What amount of annual leave do those individuals 
get, then ? 

Mr. Irons. They get none. 

Mr. Tuomas. The President was supposed to set up a schedule for 
them, wasn’t he? Did he set it up? Are you familiar with the act? 

Mr. Lawton. Fairly so. 

Mr. Tuomas. Right now, who is going to gage whom gets what? 

Mr. Lawton. The President, for these officials from whom the 
annual leave was taken away. 

Mr. Tuomas. Read into the record at this point who is affected by 
it. 

Mr. Lawron. This is an amendment to the Annual and Sick Leave 
Act: 


This title shall not apply to the following officers in the executive branch of 
the Government and officers of the Government of-the District of Columbia, 


including officers of corporations wholly owned or controlled by the United 
States: 


(A) Persons appointed by the President by and with the advice and consent 
of the Senate, or by the President alone, whose rates of basic compensation ex- 


ceed the maximum rate provided in the General Schedule of the Classification 
Act of 1949, as amended ; 


(B) Persons who receive compensation in accordance with section 441 of the 
Foreign Service Act of 1946. 

Mr. Txomas. How much annual leave are they going to get, who 
gives it to them, and if they take 10 days, 30 days, or 6 months, by 
virtue of what authority do they take it ? 

Mr. Lawton (reading) : 


The President, in his discretion, may authorize leaves of absence to persons 
who are exempted from this title pursuant to subsection (c) (1) (B) for the 
use in the United States and its Territories and possessions. Leaves of ab- 
sence authorized under this subsection shall not constitute a leave system, and 


no such leave of absence which is not used shall be made the basis of any lump- 
sum payment. 


In other words, if a Cabinet officer wants to go on vacation, the 
President tells him he can go. 

Mr. Tuomas. Do you think he asks the President ? 

Mr. Lawton. That I don’t know. Usually they tell him if they are 
going to be away from their offices. 

Mr. Tuomas. But you don’t know how much the Government owes 
for accumulated annual leave. 


Mr. Lawton. No, we don’t know. We have no idea. Fach agency 
keeps its own records. 
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ADMINISTRATIVE Expenses, Empioyrees Lire Insurance Funp 


Program and financing 


1957 actual | 1958 estimate 1959 estimate 


Program by activities: 

Administration (total program obligations) -............-- $115, 990 $123, 800 ___ $123,800) $123, 800 $123, 800 
Financing: ; Of gautidenowds 

TI ial ce Stetina aed Ml namie 115, 990 123, 800 123, 800 








Object classification 


1957 actual | 1958 estimate | 1959 estimate 





OF ‘Other comtractial ter vides... 2 oo. cl $113, 980 $123, 800 $123, 800 
OF 'Reuijunet. 4.31.8 A... 9st eS. OS ASS , GAO Sis SSCL BS iA 
"hOGEe CI oo own nc+anstanneesdebinesuaabent *Paee 115, 990 123, 800 123, 800 








Mr. Tuomas. Mr. Reporter, will you 9 page 121 in the record? 
This shows the administrative cost of the employees’ life insurance 
fund of $123,800 against $123,800 last year. 


SUMMARY STATEMENT 


Also, put pages 122 and 123 in the record. 
(The pages referred to are as follows :) 


Expense Limitation: Empioyeses’ Lire Insurance FuND—ADMINISTRATIVE 
EXPENSES 


Comsporatyer, suepmary, statement 























te 
1957, actual | 10 1958, authorized 1959, estimate 
— = a — =" iinet 
Aver- ; Aver- Aver- 
age Cost age Cost age Cost 
posi- posi- | posi- 
tions | tions | | tions | 
| oe a ee ore 2 ree 
»: = a ees steed eee ad 
Other contractual services: | | 
Personal services................----- 20 $95, os 20 | $96, 300 20 $96, 300 
Travel - : ros ; Te Beicroane 1, 000 
Communication services ’ 5, oat fect Ju. -t 6, 000 | iss } 6, 000 
Rents and utility services == 5, 075 | 5, 500 5, 500 
Printing and reproduction. - .| | 5, 102 |_ 7, 700 | Sane 7, 700 
Supplies and materials ! 1, 590 | | 1,000 | jniaal 1, 000 
Contribution to retirement fund __ : | 6, 300 t 6, 300 
Total, other contractual services - - 20 | 113, 980 20 | 123, 800 20 123, 800 
Equipment, nonexpendable-______...___-..)-.-.----| 2, 010 | yes knee SE, LCA. 
Total, expense limitation _—-_.__-- 20 | 115, 990 20 | 123, 800 | 20 | 123, 800 
| | | 





GENERAL STATEMENT 


The Federal Employees’ Group Life Insurance Act (5 U. 8S. C. 2091-2103; 68 
Stat. 743), August 17, 1954, as amended, provides that the employees’ life in- 
surance fund is available for any expenses incurred by the Civil Service Com- 


mission in the administration of the act within such limitations as may be 
specified annually in appropriation acts. 


21543—58—pt. 1—_—-35 
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There are approximately 2,113,000 employee participants in this country and 
overseas. This is approximately 96 percent of the employees who are eligible. 
Estimated insurance coverage for this group is $10.5 billion. 

Through June 30, 1957, $185,400,000 was withheld from the salaries of covered 
employees and $92,700,000 was contributed by the Government. It is estimated 
that in fiseal year 1959, $68,700,000 will be paid into the fund by employees, 
and $34,350,000 by the Government. Employees in this group contribute 25 
cents per $1,000 of insurance each biweekly pay period, and the Government 
contributes one-half that amount. 

Through June 30, 1957, $140,300,000 has been paid under the policy in life 
insurance benefits to survivors of insured members and in dismemberment bene- 
fits to insured members. There are approximately $12 million in accrued 
benefits awaiting the filing of papers and claims. It is estimated that $65 
million in life insurance and dismemberment benefits will be paid out in fiscal 
year 1959. 

Most of the difference between receipts and benefit payments under the policy 
is placed by the insurer in a contingency reserve which is used primarily to 
pay benefits accruing to the survivors of retirees—a group which will rapidly 
increase aS more insured employees reach retirement age. As of November 17, 
1956, the end of the last completed policy year, there was a total reserve of 
$95,327,200 of which $90,471,500 was held as a special contingency reserve by 
the insurer at interest, and $4,855,700 was on deposit in the Treasury of the 
United States. At the end of future policy years, the contingency reserve will 
be held at a level of $100 million and any amounts above this figure will be 
deposited in the Treasury of the United States to be invested. 

Through June 30, 1957, individuals whose beneficial life insurance agree- 
ments have been assumed by the fund paid $1,781,800 into the fund. It is esti- 
mated that in fiscal year 1959, $1,475,000 will be paid into the fund by this 
group. Former members of beneficial associations continue to pay premiums 
according to the rate schedules in effect at the time their life insurance agree- 
ments were assumed by the fund, but the Government makes no current con- 
tributions to the fund for these individuals as it does for employees covered 
under the regular program. 

There is no contingency reserve to be held by the insurer under the policy 
covering members of beneficial associations. That policy calls for a refund to 
the Commission at the end of a policy year of any premium in excess of the 
total of claim, expense, and risk charges under the policy. The refunded premium 
deposited in the Treasury of the United States to the credit of the employees’ 
life insurance fund for the first policy year ended December 31, 1956, was 


$646,995. 

Mr. Tuomas. I have a note that the fund on June 30, 1957, is about 
$177 million. In other words, you have a surplus of about $25 million. 
Is that correct ? 

Mr. Irons. I am trying to figure out the $25 million, sir. 

Mr. Tuomas. Subtracting $152 million from $177 million, that gives 
me $25 million surplus. Am I right? 

Mr. Irons. I don’t want to call it surplus, sir. 

Mr. Tuomas. As of today, it’s surplus. 

Mr. Irons. Yes, that’s right. 

Mr. Tuomas. It is estimated that $65 million in life insurance and 
dismemberment benefits will be paid out of fiscal year 1959. Through 
June 30, 1957, $140,300,000 had been paid under the policy in life 
insurance benefits. That’s all good language. 

Mr. Yates. What is the situation with respect to the insurance 
companies that weren’t taken over last year ? 

Mr. Irons. We have not taken over any new associations. 

Mr. YaTgs. How many of them were not taken over ? 

Mr. Irons. Nine were not taken over. 


Mr. Yates. Do you have any information as to the financial status 
of those companies ? 
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Mr. Trons. I don’t have any recent information on them at all. 
We haven’t made any effort to obtain it. I would anticipate that their 
assets would be about the same. They would have fewer active mem- 
bers because of deaths and so forth. 

Mr. Yates. Did you ask the Bureau of the Budget for permission 
to take them over? 

Mr. Irons. We have no right to take them over. Since August 17, 
1957, we are without authority to take any over. 

Mr. Yates. Is there a bill pending giving you that right? 

Mr. Irons. There is a Senate bill that is before the House Post 
Office and Civil Service Committee, which would authorize the Com- 
mission to take them over without regard to an expense limitation. 
I don’t think the House committee has acted on that bill. They had 
hearings on it last summer sometime. 


SECURITY INVESTIGATIONS 


Mr. Yates. What is the situation with respect to the security order? 
Have you found that the Supreme Court decision has eased your work 
in that field? 

Mr. Irons. Well, the Supreme Court decision increased slightly our 
workload. It required us to evaluate incidents of and applicants for 
nonsensitive positions. 

Mr. Yates. Did it require you to supply sensitive and nonsensitive 
positions? 

Mr. Irons. The agency does that. 

Mr. Yates. Do you have any standards to guide the agencies, or 
does each agency make its own standards? 

Mr. Irons. The Civil Service Commission makes no standards on 
that at all. 

Mr. Yates. Well, has your workload increased or decreased in the 
field of security examinations? 

Mr. Witu1aMs. The work load would not be affected by the Cole v. 
Young decision. 

Mr. Yates. Except insofar as your own employees are concerned. 

Mr. Wiiu1ams. That’s correct. 

Mr. Yates. A few years ago this committee sponsored my amend- 
ment which prevented the use of age as a qualification for Federal 
employment. How is that working out? Have you any difficulties as 
a result of that ? 

Mr. Extsworrn. I have been in the Commission 9 months, and I 
know of no difficulties. 


EMPLOYEE BENEFICIAL ASSOCIATIONS 


Mr. Botanp. How many employee beneficial associations were 
taken over by the Civil Service Commission and how much has the 
fund received from them ? 

Mr. Irons. Sixteen were taken over. The individuals who were 
taken over by the Civil Service through 1957 had paid $1,781,800 into 
the fund. { 

Mr. Botanp. What has the Civil Service Commission paid out to 
these individuals in that period ? 
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Mr. Irons. It has paid out far less than that. I don’t have those 
figures. 

Mr. Boranp. Will you supply them for the record ¢ 

(The material referred to is as follows :) 


Group life insurance—beneficial associations 


Total assets of the 16 beneficial associations taken over in fiscal year 
3306, as'of Dec. 81, 1067. ccs cb els cde di ie ee $5,725, 744 


Amount paid out from beginning of program to date (Dec. 31, 
1957) : 


‘This represents claims paid 
Crvm Service ReTrreMENT SysTEeM 
GOVERNMENT CONTRIBUTION TO FUND 


Mr. Vursety. Getting back to this Retirement Act, when it was 
passed, I believe the purport of the act was that the Federal Govern- 
ment paid in as much as the employees paid in to the retirement fund ? 
Is that right? 

Mr. Irons. That is a common misconception. There was never 
any provision that the Government would match the employees’ con- 
tributions at all. 

Mr. Vursexyi. Has there ever been any law written to that effect 
since? 

Mr. Irons. Not with respect to how much the Government should 
pay or contribute, until Public Law 854, which provided that the 
agency would match the employee’s contribution. 

Mr. Vurse.ti. Public Law 854 required that the Government pay 
in as much as the employee paid in ? 

Mr. Irons. Yes. 

Mr. Vurseiu. Well, what was ‘the theory behind passing the act 
in the first place? What benefit was it to have? Was it to com- 
pel a certain amount of frugality on the part of the Federal em- 
ployee? 

Mr. Irons. Well, no; the primary purpose of passing the act was to 
find a means of retir ing superannuated employees. That was the pur- 
pose of it. The legislativ e record indicates at the time that the sponsors 
of the legislation felt that the payments to be made by the employees 
over a long period of years would finance the expenses, and that the 
Federal Government would stand behind them for any additional cost 
that might be necessary. 

Mr. Vursevt. Was that the intent of the original act? 

Mr. Irons. The legislative history would indicate the intent was 
that. The act was silent as to how much the Federal Government 
should pay. 

Mr. Vursett. If anything. 

Mr. Irons. If anything; that? sright. 

Mr. Vursett. Then, I “understand, the Federal Government later on 
decided to pay in voluntarily. 

Mr. Trons. Well, the law authorized the Federal Government to 
make contributions without specifying the formula to be used by the 
Federal Government. 

Mr. Vorsexx. And, occasionally, the Federal Government paid in 
that amount each year. 
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Mr. Irons. For the first 9 years, the Federal Government paid noth- 


ing. 

Mr. Voursex. For the first 9 years ¢ 

Mr. Irons. For the first 9 years. 

Mr. Vurseyi. And the 10th year? 

Mr. Irons. They started putting in some money. 

Mr. Voursexnxy. Not necessarily the equivalent amount that the em- 
ployee put in ? 

Mr. Irons. No; the method used by the Government has varied al- 
most from year to year, until Public Law 854 prescribed how much 
should be contributed by the agencies. There was no consistency of 
method at all. 

Mr. Vursett. Then, when the Congress, in 1956, passed Public Law 
854, it made it incumbent upon the part of the Federal Government 
to equal the amount paid in by the employee 

Mr. Irons. Made it incumbent upon each agency of the Government 
to match the amount taken from employee’s salary for retirement. 

Mr. Vourseti. Did that increase the deficit at that time of the Fed- 
eral Government ? 

Mr. Irons. How much did what increase the deficit ? 

Mr. Vursext. In other words, did they admit the fact that we owed 
money to the fund, or did we start in at 1956 with a clear record ¢ 

Mr. Irons. Well, I don’t think the idea of having the Government 
agencies match the employees’ contributions had anything behind it 
other than to get the payments to the fund on a regular legalized 
basis. It was admitted at the time that that would not be sufficient 
to maintain the fund on an actuarial basis, but at least it would get 
some money into this fund. 

Mr. Vurseii. Well, now, that was in 1956? 

Mr. Ikons. That’s right. 

Mr. Vurse.t. Then, isn’t the Federal Government charged, morally 
at least, with going back to the first day of this act and elimmating 
this deficit ¢ 

Mr. Irons. Well, it’s more than morally. This $18 billion that we 
are talking about is the accumulation of all of the shortages.in the 
Federal Government’s contributions since 1920. The Government has 
a responsibility to make that $18 billion good at sometime. It has got 
to come from some source at some time. 

Mr. VurseELu, Something was said about a big increase in the last 
few years. 

Mr. Irons. Well, that deficiency increased roughly #4 billion as a 
result of passing Public Law 854 im 1956. That $4 billion is an obli- 
gation of the Government. 

Mr. VurseLu. Then that, added to what we have failed to pay since 
that time, puts the fund $18 billion, on the part of the Federal Govern- 
ment, in the red. 

Mr. Irons. That’s right. 

Mr. Vursett. That was in 1956. Now there has been some argu- 
ment, when it was before the committee previously, that it probably 
would not bea good economic move to continue to pay the $525 mil- 
lion that we once paid and skipped. I presume if there was any argu- 
ment now, we would go into the fact that the fund is paying off at the 
present time. Now how long will it continue, if we don’t pay anything 
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into the fund, before the fund is insolvent to take care of the debt 
of the retirees and their dependents ? 

Mr. Irons. To answer your first question, the income to the fund 
from employees and from the agencies is more than adequate to take 
care of the disbursement from the fund for the calendar year. Our 
actuarial estimate is that if we keep on with our present method of tak- 
ing 64% percent from the employee’s pay and matching 614 percent 
from the Government, and adding to it the interest, at the rate our 
retirements are taking place, that this fund will grow from its present 
$744 billion to a little over $13 billion, and ultimately—and by 
“ultimately,” I mean about 1992 or 1993—the fund will be exhausted 
unless additional appropriations are made, unless the interest rate is 
raised, or unless the employees’ contributions are increased, or unless 
fewer retirements than we expect take place. This fund is going to go 
on growing for a period of years. Ultimately it just has to go down- 
hill with the present method of financing. 

Mr. Vursetx. Suppose we were to put in the Government’s part in 
addition to what the employees and agencies put in, some $589 million 
Would we have to pay interest on that money to get it into the fund? 

Mr. Irons. We would have to pay interest. 

Mr. Vurseit. How much of a rate of interest ? 

Mr. Irons. I’m not sure I understand the question. 

Mr. Vurseut. All right, suppose that this Congress votes to put its 

art in. We would have to borrow the money. How much, if you 
ow, would the interest rate be that the Government would have to 
pay on the money ? 

Mr. Irons. In order to borrow the $589 million ? 

Mr. Vurseiu. Yes. 

Mr. Lawton. It depends on the time. If you borrowed long-term 
money, it would probably cost about 3 percent or better. 

Mr. VoursetL. Would we have to pay the long-term money rate or the 
short-term money rate ? 

Mr. Lawron. I don’t know which. It would depend on the condi- 
tions at the time you borrowed it and the amount of money. It would 
be hard to tell you. They would do whatever was most convenient on 
the market and would cause the least disturbance at the time. 

Mr. Vurseti. I don’t think there is much justification in putting 
the evil day off, unless we could go on the hope that probably world ten- 
sions would ease, our expense of Government would go down, and we 
would not be in the deficit financing condition, and we could probably 
either reduce the national debt or, prior to doing that, probably pay 
the arrears up at that time and still probably have a balanced budget. 

At the present time it doesn’t look too optimistic that it will. 
aor at this time, how many employees overall do you provide 

or? 

Mr. Irons. Are you talking about the budget for the whole year? 

Mr. Vurseiy. Yes. 

Mr. Trons. I’m not sure. You are talking about the Civil Service 
Commission ? 

Mr. Vursety. Yes. 

Mr. Irons. 2,814. 

Mr. Vourseti. How does that compare with 1958 ? 

Mr. Irons. We were authorized 2,805—an increase of 9. 
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Mr. Vurseiyt. And your overall request for funds is about what over 
last year? 

Mr. Irons. $120,000 over last year. . 

Mr. Vurseiu. You don’t see where, I am sure, that economies could 
be made that would keep the number of employees under last year, 
and the amount under last year, or you would have undoubtedly set 
it out in your request. 

Mr. Irons. I would say so, sir. To accomplish what we think needs 
to be done, we think this is the figure we need to have, and I think 
we have always ran a pretty tight shop. 

Mr. Vursewi. It appears to me that the report of the Commission 
was very good and you had been doing a pretty fair job. Now shall 
we assume that this amount will probably cover maybe an additional 
expense, due to the higher budget that we are generally calling for in 
this session of Congress, or are we likely to come up with a supple- 
mental later on ? 

Mr. Irons. I think the general higher budget, if we do have it, 
sir, will be in the contract area rather than increasing the Federal 
employees. We don’t anticipate a request for a supplemental. 

Mr. Vurseiu. The contracts, the additional cost in missiles, the 
Strategic Air Command, and in the defense budget, will probably 
not add too much to the expense of the Civil Service Commission ? 

Mr. Irons. I would just like to add that, so far as I know, this budget 
adequately takes care of the Federal civilian population as it is antici- 
pated to be in effect in 1959. I will have to admit that I know relatively 
little about the missile-program expansion activities and the Strategic 
Air Command activities, and so forth. Generally, I have been under 
the — that contracts are the normal type of expenditure to be 
expected. 

Mr. Vurseit. Do you feel that ultimately, if the Federal Govern- 
ment put in all the money to the retirement fund that it is delinquent 
at this time, that 10 years from this date the fund would be sound and 
would probably take care of the retirement of the employees, with the 
increased cost of living, without additional amounts being taken from 
the employees and also from the Federal Government ? 

Mr. Irons. I wouldn’t dare forecast that one. 

Mr. Yates. In response to a question by Mr. Vursell, you stated that 
the fund would be extinct about 1990. 

Mr. Irons. 1992. 

Mr. Yates. Under what conditions? 

Mr. Irons. On the basis that our income from our employees of 614 
percent would remain at the rate it is today, that the Government’s 
matched contributions would remain at the same rate, that we would 
get the 3 percent interest on the fund, and that our retirements, and 
so forth, would fall into line in accordance with our actuarial estimate. 

Mr. Yates. That is because of the $18 billion deficit. 

Mr. Iron. That’s right. 

Mr. Yates. And the Federal Government will have certain liabili- 
ties at that time to its retired employees, when the fund is extinct. 

Mr. Irons. Yes, sir. 

Mr. Yates. What would be the annual liability of the Government 
at that time? 
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Mr. Irons. Insofar as benefit payments are concerned, it would be 
$214 billion each year. 

Mr. Yares. So, if we delay taking care of this fund, it’s going to 
catch up with us. 

Mr. Irons. At that time you will have to appropriate about $114 
billion. 

Mr. Yates. Won’t that be an increasing figure annually ? 

Mr. Irons. Yes. 

Mr. Yares. In other words, when the fund is exhausted, it will 
require a $11, billion annual appropriation. 

Mr. Irons. The benefit payments will be slightly higher after that. 
They will go up for approximately 20 years after that. That doesn’t 
mean that it would be an annual appropriation of $214 billion, be- 
cause there will be the 614 percent from civilian employees matched 
by the agencies. The annual appropriation would be about $1,250 
million, if my figuring is right. 

Mr. Yates. And the difference between that and the total liability 
is the amount of contributions by employees, the Federal Government, 
and so forth. 

Mr. Irons. Yes. There would be no interest. 

Mr. Vurseix. I presume that whatever the Federal Government is 
delinquent, there will be an interest charge against the Federal Gov- 
ernment for that delinquency that will go into the fund. 

Mr. Irons. That’s right. 

Mr. Vursett. That is one of the things that would bring it up to 
the high figure you just referred to. 

Mr. Irons. That is what the $589 million is for, on this unfunded 
liability of $18 billion. If it is not funded this year, it will be slightly 
higher next year, because the unfunded liability will have grown. 

Mr. Vursetx. In other words, whether we pay the money or don’t 
pay the money and the funds end, the interest. will be accruing proba- 

ly equal to the extent that it would cost us to go into the market 
and borrow the money at the present time. 

Mr. Irons. The same thing, 3 percent. 


TOTAL FEDERAL EMPLOYMENT 


Mr. Yares. What is the total number of employees that the Federal 
Government has at the present time ? 
Mr. Lawton. 2,344,000 as of November 30, 1957. 
Mr. Yares. What was it June 30, 1953? 
Mr. Wiuu1AMs, It was 2,649,000 January 1, 1953, about 305,000 
higher than it was in November of last. year. 
Ir. Vurseii. You mean it was 305,000 higher in 1953 than it was 
in January of last year? 
Mr. Wi1aMs. The total number decreased by 305,000 from Janu- 
ary 1953 to November 1957. 
r. Yates. This is in civilian employees. 
Mr. Wuu1aMs. Yes; worldwide. 
Mr. Botanp. Considering all the testimony we have received here 
from other agencies contained in our bill, it would appear to me that 
employment will increase rather than decrease. Your statement that 


employment will decrease roughly 80,000 this fiscal year, is not the 
trend now, is it ? 
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Mr. Exxswortu. We haven’t anything on which we could tech- 
nically and efficiently base an estimate to the contrary. With refer- 
ence to the missile program, we wouldn’t rate that as increasing the 
number of personnel too much, because we assume that it will be 
mostly contract. 

Mr. Yates. There has nothing come to you to indicate that it would 

oup! 
Mr. WuuiaMs. It has already come down 72,000 of the 80,000 we 
have estimated. 

Mr. Tuomas. Thank you, gentlemen, it is always nice to see you. 
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Mr. Tuomas. Gentlemen, please come to order. 


INTRODUCTION OF WITNESSES 


This morning we have with us the Veterans Administration. It is 
good to see so many of our old friends. We have with us a new 
administrator, Mr. Whittier; however, he is an old timer to the 
administration and to this committee, too. 

He has been up here 2 or 3 times, and it is nice to welcome you 
again, Mr. Whittier. You are in a new job as Administrator, and 
we know you are doing a fine job and will continue to do so. At this 
point in the record, put in a biography of yourself. 

(The biography is as follows:) 


SumMNer G. WHITTIER, ADMINISTRATOR OF VETERANS AFFAIRS 


Sumner G. Whittier took the oath of office as Administrator of Veterans 
Affairs December 20, 1957. 


Born in Everett, Mass., July 1, 1911, Mr. Whittier was graduated from 


Everett High School in 1980. He received his bachelor degree in liberal arts 
from Boston University in 1935. 


Following graduation, he accepted a sales engineer position with the Grover 
Pneumatic Tube Co. of Detroit, and represented that firm in the Boston area 
from 1935 to 1941. 


After serving in both branches of the Everett city government, he completed 
a 2-year term in the Massachusetts House of Representatives. 

He was a member of the Massachusetts Senate 10 years, including reelection 
in absentia while he was in the United States Navy during World War II. He 
served in the Navy from 1943 to 1946, being discharged as a full lieutenant. 

From 1953 to 1956, he was Lieutenant-Governor of Massachusetts. For many 
years he was a member of the commission on interstate cooperation and for part 
of the time was a member of the commission’s committee on military affairs. 

Mr. Whittier became Chief Insurance Director of the Veterans Administration 
in January 1957. He directed VA’s Department of Insurance, which services 
more than 6 million veterans holding GI insurance policies with a face value of 
nearly $44 billion, until he assumed his present position as Administrator of 
Veterans Affairs. 


Mr. Tuomas. Here is our old friend, Judge Kelsey, the Controller ; 
Brother Baker, Budget Officer and Assistant Controller; Mr. Wells, 
Assistant. 

Judge Birdsall—this is just an old homecoming with these folks. 

The Assistant Administrator for Administration, Mr. Novotny; Mr. 
Harper, Director of Office Administration Service; and Mr. ON eil, 
Director of Supply and on Service. 

Where is Mr. O’Neil? 

Mr. O’New. Here, Mr. Chairman. 

Mr. Teapacas. Yes, sir. They almost consolidated you out of there, 
didn’t the 

Mr. ON. They consolidated me, yes. 

Mr. Tuomas. You are an oldtimer, and we always enjoy having } you 
over here. You are very helpful to the committee, Mr. O’Neil. 

We have our friend from the Department of Insurance, Mr. Stone, 
Chief Insurance Director; and Mr. E. O, Gardner, Deputy Chief 
Insurance Director; and Mr. W. A. Poissant, Chief Actuary. I wish 
he would get to paying larger dividends in ‘the Department of Vet- 
erans Benefits. . 

Dr. Monk has been keeping the money and the records straight for 
many years. He is a man who the committee relies on a whole lot. 

Here is Mr. Sweeney. It is good to see you, Brother Sweeney. 


553 


Mr. Sweenty. Thank you, Mr. Chairman. 

Mr. Txomas. We will have to put you back in there. 

The Department of Medicine—it is always a privilege to have the 
distinguished Chief Medical Director, Dr. Middleton, one of the out- 
standing scientists and doctors in the world, with us; Dr. Wolford, 
the very able Assistant Director; and Mr. Watters, his controller, 
Then Mr. Wise, director of the budget service for the Medical De- 

artment; Assistant Administrator for Construction, Mr. Edgar; and 

is assistant, Mr. Schweickart. 

Of course, Mr. Edgar is our old friend, and he said they did not 
reorganize him, they just compressed him into one paragraph; but 
you still get all the money, don’t you? 

Mr. Epear. Yes, sir; and the dirt is flying, too. 

Mr. Tuomas. And you get supplies, too? 

Mr. Epear. No, sir. 

Mr. Tuomas. You have always had supplies. That goes over to 
medical and maintenance and operation. 

Where is Mr. Schweickart? It is good to see you. 

Mr. ScuwetcKart. Thank you. 

Mr. Tuomas. Mr. Administrator, do you have, or does anyone in 
your department have, a statement for us today ¢ 


Before you start, I notice you have an appropriation here. We have 
always frowned on them. 


GENERAL STATEMENT 


Mr. Wuirrtier. I hope you will bear with me in this first appear- 
ance on the full budget. : 
Mr. Chairman and gentlemen of the committee, we are here today 


to talk about the fiscal year 1959 appropriation requirements of the 
Veterans’ Administration. 


APPROPRIATIONS, 1958 AND ESTIMATES, 1959 


The total amount of our request is $4,967,552,000. The table which 
we are submitting shows a comparison by appropriation of the 
amounts needed for the fiscal year 1959 with those appropriated for 
the current year. 


Mr. Tuomas. That may be included in the record without objection. 





at nace 


(The above-mentioned document follows 
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:) 


Comparison of 1958 and 1959 appropriations 

















Reduced (—) or 
Appropri- Requested increased (+) 

Appropriation ated fiscal ee ee es EO 

year 1958 ! 1959 

Amount | Percent 

— _ — - —— _ — — a ———— —s oe SS 
General operating expenses mins -| $161, 374, 000 | $149, 582,000 | —$11, 792, 000 -—7.3 

Medical administration and miscellaneous | operat: | } | 
ing expenses_- : ‘ 21, 763, 400 21, 481, 000 | — 282, 400 | —1.3 
Inpatient care_. -| 708, 032, 0CO 707, 100, 000 | —932, 000 | —.1 
Outpatient care ___- -| 79,000,000 | 75, 798,000 | —3, 202, 000 —4.1 
Maintenance and operation of supply depots. | 1, 827, 800 2, 136, 000 +308, 200 | +16.9 
Compensation and pensions... 13, 082, 250, 000 |3, 232, 000, 000 +149, 750, 000 | +4.9 
Readjustment benefits-_ . 814, 047, 000 717, 960, 000 | —96, 087, 000 | —11.8 
Veterans insurance indemnities_____- 44,002,500 | 51, 100,000 | +7, 097, 500 | +16. 1 
Service disabled veterans insurance __-- 1, 500, 000 |. _. —1, 500, 000 | —100.0 
Grants to Republic of the Philippines 1, 500, 000 1, 250, 000 | —250, 000 | —16.7 
Construction of hospitals and domiciliaries_ 44, 528, 000 9, 145, 000 | —35, 383, 000 | —79.5 
Gs 415 oe 4, 959, 824, 700 |4, 967, 552, 000 | +7, 727, 300 | +.2 

! Includes proposed supplemental appyiprienas ¢ as follows: 

Inpatient care - $6, 032, 000 


Maintenance and. operation of supply —— a. Si BeiStets bh : j 37, 800 


Compensation and pensions- ..-_ 256, 000, 000 
Readjustment benefits. ‘ 30, 000, 000 
Servicemen’s indemnities. 2, 250, 000 

Total. iil i Sede natalie ie 294, 319, 800 


APPROPRIATION LANGUAGE CHANGES 

Mr. Warrtier. This 1959 budget shows several changes in our ap- 
propriation structure. These changes involve: (1) The consolidation 
of insurance appropriations (military and naval insurance, national 
service life insurance, and servicemen’s indemnities) into one account 
identified as “Veterans insurance and indemnities”; and (2) The 
elimination of the appropriation “Automobiles and Other Convey- 
anees” by providing for these payments from the appropriation “Re- 
adjustment benefits,’ and (3) The consolidation of construction 
appropriations (“Hospital and domiciliary Facilities and Major 
Alterations, Improvements and Repairs) into one account identified 
as “Construction of Hospitals and Domiciliaries”’. 

Although these changes are not effective until the fiscal year 1959, 
we have prepared a table to group 1958 into this revised structure in 
order that we can make proper comparisons. 


BREAKDOWN OF APPROPRIATION REQUIRED BY CATEGORIES 


The $4,967,552,000 required for the Veterans Administration can 
be classified into four major categories, namely: (1) Administrative 
costs, $158,319,000—3.2 percent; (2) medical care, $799,028,000—16.1 
pereent; (3) benefit payments, $4,001,060,000—80.5 percent; and (4) 
construction costs, $9,145,000—0.2 percent. 

All of that, Mr. Chairman, totals $4,967,552,000 or 100 percent. 





ADMINISTRATIVE COSTS 


The amounts requested for “Administrative costs” will be used for 
staff services, $11,435,000; Department of Insurance, $22,900,000; 
Department of Veterans benefits, $115,947,000; medical administra 
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tion, $7,545,000; Central Office Construction Service, $1,192,000; all 
of this totaling, ‘$158, 319,000. 

The amount, Mr. Chairman, we are asking for is about $12 million 
less than the amount appropriated for this current year. This, I 
might say, is due to a continued reduction in our personnel needed for 
administrative purposes. 

Mr. Tuomas. Do you have a comparison between the past year 
and the present ¢ 

Mr. Wuirrter. Yes, Mr. Chairman. I might say that the employ- 
ment average level for fiscal 1957 was 28,868, whereas the employ- 
ment average level that is expected for the current year is 26,260, 
which would, of course, bring about a reduction of 2,608. I might 
add that this budget contemplates a further reduction of personnel of 
1,562, or an average in fiscal year 1959 of some 24,698. 

We find that workloads are declining in some of our activities, for 
instance, such as our loan guaranty and education and training. 
Furthermore, the closing of our Washington Insurance Center, which 
this committee had discussed previously, also is a big factor in re- 
ducing our personnel requirements. However, Mr. Chairman, at this 
point I want to call your attention to the fact that we are now reaping 
benefits from our continuous effort in all departments of the Veterans’ 
Administration to reduce operating costs through improved methods 
and better and more streamlined procedures. In fact, we are con- 
tinually looking for better and simpler ways of doing things. 


REQUEST FOR DEPARTMENT OF VETERANS BENEFITS 


Further, in our Department of Veterans Benefits we have there 
reduced our estimates for all major programs with the exception of 
two, chief attorney, and compensation and pensions, where the con- 
tinuing increase in our workloads requires additional personnel to 
handle it efficiently. In addition, Mr. Chairman, an intensive train- 
ing program for adjudication employees becomes important to pro- 
vide replacements in our compensation and pensions program. In 
that particular program the advanced age of key adjudication person- 
nel is resulting in a large number of retirements. This is inevitable. 
The net result is a decrease in this particular department of over 
$7,350,000 from the current year operating level. 


REQUEST FOR DEPARTMENT OF INSURANCE 


The amount we are requesting here to cover the operating costs of 
our Department of Insurance also shows a substantial reduction of 
over $1,600,000, or approximately 7 percent from the current year 
level. Of course, I take some interest in that because I was Chief 
Insurance Director until very recently. Also, annual declines in op- 
erating costs have been made by this department even though the 
number of policies in force have remained relatively the same. And, 
as a result of these savings, the annual cost per policy has been re- 
duced from $4.63 in 1955 to an estimated $3.58 for the fiscal year 1959. 

I spoke to some of the people recently in the chamber of commerce, 
and I told them that I thought that the Department of Insurance was 
run not only as efficiently, ‘but more effic iently than many insurance 
companies in the country. 
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The Department of Insurance has ordered an IBM 705 model IIT 
computer which will be installed about April of 1959. We expect 
this machine to further reduce our operating costs. Our request for 
funds for this department includes $172,000 for site preparation. 
Preparing of procedures and training of personnel, of course, will 
proceed while we are waiting on the installation of this machine. 


REQUEST FOR DEPARTMENT OF MEDICINE 


The amounts requested for medical care will be used in this manner: 
Medical research, $10,344,000; prosthetic research, $1 million; medical 
education and training, $1,400,000; inpatient care, $707,100,000; out- 
patient care, $75,798,000; operation of supply depots, $2,136,000; 

rants to the Philippines, $1,250,000. This comes to a total figure of 

799,028,000. This total amount is about $4 million less than the 
appropriations for these purposes in the current year, which include 
pending supplementals which we discussed just a week ago before this 
committee. We have adjusted our supplemental needs for inpatient 
care from $4,200,000 to $6,032,000 after the preparation of our budget 
justification for fiscal year 1959, and the material in that justification 
should be amended accordingly. 

As Congress wished, we have expanded our medical research activi- 
ties during the past year and a half, and we are now at the $10 million 
level called for in the 1957 and 1958 Appropriation Acts. The fur- 
ther expansion of medical research and medical education activities, 
which, incidentaily, are in detail most exciting, in the Veterans’ Ad- 
ministration would be desirable because of the benefits being realized 
from these programs. However, in the interest of confining our 
budget request to the minimum requirements, we are not planning an 
expansion in the fiscal year 1959. 


COST OF OPERATION OF INPATIENT CARE FACILITIES 


The cost of operating our inpatient care facilities, however, con- 
tinues to increase. As a result, we are experiencing higher expendi- 
tures per patient-day. These increasing costs arise primarily from 
price increases of drugs, foods, utilities, and so forth. Salary in- 
creases for wage board employees also have to be taken into considera- 
tion. During the fiscal year 1957 these wage rate increases amounted 
to over $6,400,000. Recently, we submitted a supplemental appropri- 
ation request for the fiscal year 1958 covering increases of $4,484,000 
approved during the calendar year 1957. It is the policy of the Bu- 
reau of the Budget not to include these increases in budget estimates 
until actually approved. Our fiscal year 1959 submission covers only 
cost of those increases approved through November 17, 1957, which 
follows, of course, that we will need additional funds in the fiscal year 
1959 to meet our increasing needs for this purpose. 


AVERAGE DAILY PATIENTLOAD 


_. The average daily patientload applicable to this budget submission 
is 139,700, which includes 658 patients to be financed by reimburse- 
ments. The distribution of that patientload is 110,900 in Veterans’ 
Administration hospitals; 16,600 in Veterans’ Administration domi- 
ciliaries; 3,000 in contract hospitals; and, 9,200 in State homes. 
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These amounts reflect reductions from 1958 levels in State homes 
and Veterans Administration hospitals of 155 and 1,000 a, oe 

The decrease of 1,000 in Veterans Administration hospital patients 
occurs in the tuberculosis category, and 830 of this reduction is based 
on a specific budgetary adjustment of $5,650,000. Since this adjust- 
ment would mean a savings of over $6,800 per patient-year, the com- 
plete closing of some facilities must be considered. However, to ac- 
complish such a savings by ward closings or other methods would 
require a patient load adjustment much larger than the 830 included 
in this budget submission, Our plans to solve this problem at this 
moment are somewhat tentative, but we can assure you, however, than 
when such plans are completed they will not be based upon the dis- 
charge of any patient now in our facilities who is in need of further 
hospitalization. 

OUTPATIENT CARE 


Our requirements for outpatient care activities continue to decline, 
and a reduction of $3,200,000 from 1958 operating levels is estimated 
for the fiscal year 1959. Approximately $1,350,000 of this reduction 
is related to decreased requirements for fee basis dental activities due 
to lower workloads. Also, $1,800,000 of that is based upon a reduc- 
tion of 358 in clinical personnel. In clinics, incidentally, we applied 
higher production rates per employee to the estimated Tokiend At 
this time it seems doubtful if heme increased production rates can be 
accomplished, but we are certainly going to make every effort to do it. 

We are experiencing substantial increases in medical fees with unit 
costs increasing from $11.55 in fiscal year 1957 to a current rate of 
$12.96. In preparing our 1959 budget we have projected this cur- 
rent rate to that period, and have confined our fund request to the 
fiscal year 1958 level. Also, we believe that fee basis unit costs are 
going to continue to increase. It is, therefore, probable that the funds 
we are requesting may not be enough to meet our requirements. 


BENEFIT PAYMENTS 


The amounts requested for benefit payments will be used in this 
manner: Compensation and pensions, $3,232 million; readjustment 
benefits, $717,960,000; and insurance and indemnity payments, $51,- 
100,000. This comes to a total of $4,001,060,000. This total is ap- 
proximately $61 million more than was appropriated for these pur- 
poses in the current year, including pending supplementals. 

Our requirements for compensation and pension payments con- 
tinue to increase. In fact, our estimate for 1959 shows additional 
needs of $149,750,000 over the current year. Approximately $40 
million of this increase is directly related to the provisions of public 
Law 85-168; a law which increased compensation rates. The balance 
is primarily due to the higher pension caseload for the budget year, 
which will probably in future years continue to rise. 

The estimates for the fiscal year 1959 for the appropriation “Read- 
justment benefits” are based on declining trainee loads resulting in 
fund requirements of $96 million under the current year. It appears 
that the post-Korea workload peak, especially in the education area, 
in this program was reached in the fiscal year 1957. We expect sub- 
stantial reductions from that year’s level. The total trainee load esti- 
mated for 1959 of 460,000 is 80,000 less than is expected in the 
current year. 

Our appropriation request for “Veterans insurance and indemni- 
ties” is an increase of $7 million over 1958 appropriations. A review, 
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however, of expected expenditures for the 2 years shows that reduced 
disbursements are forecast. This unusual condition is the result of 
a substantial balance which we have carried over from fiscal year 
1957. This reduced our 1958 appropriation needs. A relatively small 
balance is expected to remain unused at the end of the current year. 


CONSTRUCTION ACTIVITIES 


In our construction activities, the construction appropriation re- 
quest: of $9,145,000 is very, very much less than amounts appropriated 
oan ‘Ing recent years. Construction activity, however, during fiscal 
year 1959, nonetheless, is expected to be at about the same level as 
during recent years. Obligations for start of construction projects in 
the amount of $50 million will be largely against funds appropriated 
in prior years. 

The $9, 145,000 that is asked for in new obligational authority, added 
to the savings from prior years of $725,000, will provide $9, 870,000. 
These funds include $4,890,000 to be used for technical services, de- 
sign of replacement hospitals at Coral Gables, Fla., and Memphis, 
Tenn., and the second and final phase of replacement of temporary 
beds at Long Beach, Calif. This continues our long range program 
to replace selected hospitals that are of temporary construe tions, or, 
through obsolescence require excessive maintenance and repair. The 
design and construction of approximately 25 minor projects of vary- 
ing amounts, but each costing less than $300,000, will require $3. mil- 
lion. The remaining amount, $1,980,000, will permit design of 13 
major projects with a total estimated cost of $22 million. Construc- 
tion funds for these projects are not required until the year in which 
they will become ready for contract award. This isa change, I might 
add, from budget policy of previous years, in which funds for the 
entire cost of major modernization projects were requested and ap- 
propriated in the year in which projects were authorized. These are 
the reasons w hich account for the comparatively small appropriation 
request in fiscal year 1959 for the modernization program. 

In conclusion, Mr. Chairman, may I say I am very pleased to be 
able to tell you and the members of the committee that the Veterans’ 
Administration has reduced its operating costs very substantially for 
the last several years. And we have done this without affecting our 
service to veterans in any way. Our fiscal year 1959 budget request, 
one based on minimum staffing to meet expected workloads, is con- 
crete evidence that we expect to continue our efforts for further serv- 
ice to veterans and for more and more economical operation. 

The material made available to you contains a detailed justification 
for each of our requests. I certainly would be more than pleased and 
happy to furnish you any additional information you may want about 
our programs or requested appropriations, 


COMPARISON OF APPROPRIATIONS, 1958 AND 1959 


Mr. Evtns. Thank you, Mr. Whittier for your most comprehensive 
report. I think it isa very fine statement of the situation. 

You concluded your statement, however, just as a matter of ob- 
servation, on a nofe a little bit different from the observation which 
was going through my mind as I heard your statement. 
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You stated that you were reducing operating costs, but not dimin- 
ishing service to the veteran. 

My thought throughout the report was that the VA is showing 
increased medical service costs, increased inpatient costs, and in- 
creased food costs, et cetera, yet you indicated you were closing a 
ward here and there and you were cutting out other services. 

My observations on your whole report were just a little different 
from yours. 

Mr. Wuirrtirr. Between the total of the two budgets there is only 
$7,700,000 difference, and when you get into budgets of $5 billion I 
think that is relatively small. 

The budgets for last year and this year are almost the same. 

Mr. Evins. That is right, in round figures. You state that your 
operating expenses are down 7.3 percent. 

Mr. Wuirrier. That is true. I think that is largely due to the 
fact that loan guarantee, as you know, has been reduced, and the 
educational programs has been reduced. 

Mr. Evins. That has been due to your efforts in that direction. 

Mr. Wurrrier. That is true, sir. I do not want to take any bows 
for any cutting in medical adminstration costs. These are largely 
due to transfer of supply people to operation of supply depots, which 
you will notice is up almost 17 percent. That is not as much a re- 
duction as it is a transfer. 

Mr. Evins. I gathered or gained the earlier j impression that your 
inpatient care program was on the increase, or at least the costs were 


increasing; that you were asking for a supplemental appropriation ; 
is that correct ? 


Mr. Wuirrter. That is correct. 

Mr. Evins. And yet this figure shows a decrease of one-tenth of 
1 percent; is that not correct ¢ 

Mr. Wurrrier. Yes. You will observe there is a cut in the daily 
patient load, a substantial one—a thousand patients in TB, and 155 
in State homes as well. There is a very substantial decrease there. 

Mr. Evins. How about the VA outpatient care program ? 

Mr. Wuirtier. That is declining, particularly in the dental pro- 
gram. There is a decline there in the dental ‘work done on a fee 
basis, and also in the clinics we have tried to increase the work rate 
there. 

Mr. Evins. All those programs which affect the inpatient and out- 
patient care, are they all on the decline? You indicated operation and 
maintenance of supply depots shows a rather large increased per- 
centage of 16.9 percent—is that correct ? 

Mr. Wurrtier. That is correct, sir; but as I pointed out earlier, 
that is due to transfers from other appropriations. 

The $149,750,000 increase in compensation is due to a rather large 
Increase in the amount going out to veterans, and more applications 
received. 

There are two things to take into consideration there. You will 
remember last year there was a rather substantial liberalization in 
compensation passed by Congress, which costs us $127 million in 1958 
about $40 million more in 1959. 





215483—58—pt. 1—_—-26 








560 


There is an increase in pensions, and I would point out that in the 
years ahead even a more substantial increase can be expected as more 
veterans get to be over 65. 

Mr. Evins. What is the number involved ? 

This also represents an item by law that cannot be decreased, does 
it not? 

Mr. Wurrtier. That is right, and by law you have increased it. 

Mr. Evins. If your Adjudication Board had a policy of making 
favorable decisions, it will also increase, but if they have a contrary 
policy, it would have a tendency to decrease that. 

Mr. Wurrtter. We believe it is entirely fair. As you know, we have 
been reviewing it attempting to correct any errors. 


CASELOAD IN COMPENSATION AND PENSIONS ACTIVITY 


Mr. Evins. The actual rolls for fiscal year 1957 were 2,462,869. 

The estimate for 1958 is 2,455,985 and a slight decrease is estimated 
for fiscal year 1959 which represents in your budget 2,447,287. 

However, in pensions for the same year, 1957, it was 1,151,544; 
for 1958, 1,248,254; and an increase in 1959 to 1,352,137, which, as 
Mr. Whittier indicated, represented the pension roll increase due to 
the increasing average age of the veterans, particularly World War I 
veterans. The average increasing age for the veterans, the men re- 
ceiving their pensions—and the pension particularly comes under 
the liberalization of the law by Congress, the increase in the rates 
for compensation, and we fellows out in the field and here in Wash- 
ington are always receiving statements or letters that you are sending 
them out a pink slip and asking them about their financial condition. 

And they say that you are going through their record with a view 
toward reducing their compensation all the time. 

Mr. Driver. We do, Congressman Evins, make an inquiry as to 
the earnings of veterans on the pension rolls because of the law which 
requires that they not draw pension if income exceeds certain limits, 
which are if rete $1,400, and if married, $2,700. 

Mr. Evins. That figure you have given here, is that there are more 
veterans on the compensation rolls than ever before and the amount 
of cost outlay is the highest ever ¢ 

Mr. Driver. On the compensation roll, the roll itself is decreasing, 
and our theory is that it will continue to do so. 

On the pension roll, it is increasing and will continue to do so for 
a number of years, and there will be a plateau at that point until 
the World War II veteran comes into the higher age Creakiehs at 
which time it will go up. 

Mr. Evins. Of course, you sent to the committee a recent supple- 
mental appropriation request in this field, and you think that will 
be needed ¢ 

Mr. Wuirtter. Yes, sir, the supplementary that we asked for a 
week ago was due to the rate increase and to the amount that the 
committee reduced the budget last year. 

Mr. Evins. Your requests for readjustment benefits are down $96 
million, are they not ? 

Mr. Wurrtter. That is correct. 

Mr. Evtns. That is because the peak of costs for veterans’ benefits 
has passed, is it not ? 
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Mr. Wuirrter. We are going down on that program now 
substantially. 


Mr. Evins. Mr. Monk used to be in charge of that matter. Is he 
not in charge of that now ? 

Mr. Wuirrter. He is the controller for the Department of Veter- 
ans’ Benefits now. 


Mr. Evins. Who is the Chief of that Department now? Is that 
Mr. Coile? 


Mr. Wuirtter. Yes, Mr. Coile is the Director of Education and 
Benefits. 
If you want him, we can get him. 


Mr. Evtns. Please tell him for us that we missed him. We do not 
want him to be unoccupied. 


VETERANS INSURANCE AND INDEMNITIES 


I see “Veterans insurance and indemnities” is up 16.1 percent. 

Mr. Wuirtier. That is not really indicative. There was a large 
carryover of some $14 million which we could use, so that actually 
this is relatively the same. 

Mr. Evins. You are asking for no funds for 1959 for the service 
disabled veterans’ insurance; is that correct? 

Mr. Wuirrtter. Yes; that is correct. 


GRANTS TO REPUBLIC OF THE PHILIPPINES 


Mr. Evins. Grants to the Republic of the Philippines are down. 

Mr. Wurrtter. Yes; that is declining by law. 

Mr. Evins. That would mean the hospital is completed or that 
they are tapering off; is that correct ? 

Mr. Wuirtier. That is correct as to the amounts. The hospital, 
of course, is being run by the Philippine Government. 

Mr. Evins. Has it been running about a million and a half dollars 
for several years? 

Mr. Wurrtirer. I think Mr. Monk will have to answer that, Con- 
gressman Evins. 

Mr. Monk. It has been a little higher than that. The present law 
is a decreased appropriation, or rather I should say it provides for 
a decreased appropriation. 

Mr. Evrns. $250,000 each year by law ? 

Mr. Monk. Half a million dollars. 

Mr. Evens. $500,000? 

Mr. Monk. Yes; it expires at the beginning of calendar year 1960 
under present law. 


CONSTRUCTION OF HOSPITALS AND DOMICILIARY FACILITIES 


Mr. Evrys. One of the big items, as you say, and as you show by 
the chart here in your budget comparison, is a reduction of about 80 
percent, which applies to the construction of hospitals and domicil- 
lary facilities. 

In 1958 you had $44,528,000, and next year you are asking for 
$35,383,000 or an increase of $9,145,000. 

Mr. Yares. I think you have it just reversed. They are asking for 
9 million or a reduction of 35 million. 
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Mr. Wurrtter. Apparently what occurred is that some money was 
not spent and we had a carryover of about $130 million; so when we 
apply that to what we are asking, we will be able to continue the 
program at the present level. 

Mr. Evins. I was going to go into that a little later. I was given 
a copy of the Administrator’s letter to the chairman of the committee 
on Veterans’ Affairs in which he explains the situation. 

I think it is rather well explained in the justification, but if there 
are no objections, I would like to have the pages of this report also 
included in the record at this point. 

(The information referred to is as follows :) 


[No. 174] 
COMMITTEE ON VETERANS’ AFFAIRS, HOUSE OF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., January 29, 1958. 
Hon. OLIN BE, TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
United States House of Representatives, 
Washington, D. C. 


My Dear Mr. TeaGuve: This has reference to your letter of January 13, 1958, 
in which you request information regarding the reduction in the fiscal year 
1959 budget item for “Construction of hospita’s and domiciliary facilities” and dis- 
tribution of funds for this item in fiscal years 1956 through 1959. I am en- 
closing a copy of justification furnished the House of Representatives Committee 
on Appropriations in support of the 1959 budget request for “Construction of 
hospital and domiciliary facilities” which may be helpful in your evaluation of 
this program. 

With specific reference to the reduction in the President’s budget for this item, 
the following analysis is furnished. It will be noted that our original request 
for fiscal year 1959 was $43,374,000. 


Original President’s Reduction 
request budget 
Replacement program 
Jackson, Miss. (additional construction cost) $3, 647, 000 0 $3. 647, 000 
Nashville, Tenn. (additional construction cost) _-- 3, 362, 000 0 3, 362, 000 
Long Beach, Calif. (phase 2, technical services) . -- 1, 035, 000 $1, 035, 000 0 
Coral Gables, Fla. (site) 500, 000 250, 000 250, 000 
Coral Gables, Fla. (technic&l] services) .__- 1, 335, 000 1, 335, 000 0 
Memphis, Tenn. (technical services) 2, 270, 000 2, 270, 000 0 
Total 12, 149, 000 4, 890, 000 7, 259, 000 
Modernization, improvements, and repairs 
Major ($300,000 and over | 27, 585, 000 1, 980, OOO 25, 605, 000 
Special project Oteen, N. C. (technical services) _._- 1, 365, 000 0 1, 365, 000 
Minor - --- 3, 000, 000 3, 000, 000 0 
Total. , 31,950,000 4, 980, 000 26, 970, 000 
= = 
Total program 44, 099, 000 9, 870, 000 34, 229, 000 
Application of prior-year savings —725, 000 —725, 000 0 
Appropriation request 43, 374, 000 9, 145, 000 34, 229, 000 


I can understand the concern which you express regarding the sizable reduc- 
tion in the appropriation request as detailed in the foregoing tabulation. How- 
ever, it should be pointed out that from the standpoint of program level, this 
reduction is somewhat misleading. The budget plan contemplates obligations of 
approximately $50 million in fiscal year 1959 largely from funds appropriated in 
prior years. Deletion of $7,049,000 in additional construction funds for the 
Jackson, Miss., and Nashville, Tenn., hospitals was made after it became appar- 
ent that only one of these hospitals will reach the stage of construction contract 
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award in fiscal year 1959. Deferment of the request for the additional funds 
required to complete both hospitals until fiscal year 1960 will, therefore, not delay 
progress in this program. 

With respect to the $25,605,000 reduction in the major category of the moderni- 
zation improvements, and repairs program, only $5,585,000 represents actual re- 
duction in program level. The balance of the reduction in the amount of $20,- 
020,000 is attributable to a change in budget policy wherein only design funds 
totaling $1,980,000 for the 1959 program are requested in the year in which the 
program is authorized with construction funds totaling $20,020,000 for the 1959 
program to be requested in the ensuing year when these projects will become 
ready for construction contract award. This policy should not have any adverse 
effect on progress in the modernization program since it normally requires ap- 
proximately 1 year to design projects in the major category. The item under the 
modernization, improvements, and repairs program listed as special project, 
Oteen, N. C., involves modernization of this facility and the addition of sufficient 
beds to permit abandonment of the Swannanoa, N. C., hospital which is tempo- 
rary cantonment type of construction. The $1,365,000 in our original request, 
and deleted from the President’s budget, contemplated design of this project dur- 
ing fiscal year 1959. 

In summary, the President’s budget for the Veterans’ Administration construc- 
tion pregram provides sufficient funds from prior-year balances available and 
new obligational authority to finance the hospital replacement program at the 
rate such projects are being developed and designed. It also provides for a $25 
million modernization, improvements, and repairs program which is the approxi- 
mate level of this program in recent years with construction costs of major proj- 
ects to be funded in the year in which they become ready for contract award. 

The following tabulation indicates (distribution of construction funds appro- 
priated to the Veterans’ Administration for fiscal years 1956, 1957, and 1958 and 
proposed distribution of funds requested for fiscal year 1959. Due to the number 
of projects involved in the modernization, improvements, and repairs program, 
they have not been detailed in this tabulation. You will note, however, that the 
tabulation makes reference to specifie page Numbers in the attachment where 
complete listing of projects is set forth. 


Fiscal year 1956 
Replacement program : 
Downers Til. COeCRMICR! BORVICOR) nied sd cnn Kbtasndne $2, 900, 000 





COR aires aie CHI OD i etc cersctas ostinetorinciencnmeere abe a 150, 000 
Modernization, improvements, and repairs: . 
Major (detail by project shown on p. 33-10 of attachment)___ 24, 785, 000 
Minor (detail by project shown on p. 33-13 of attachment)__. 3, 900, 000 
Tnitiol: peeeeih Gueieene 6 he te decd ce caene 3, 000, 000 
ERG TI BI ith dee lpi Meautatitineeicctiin ak ctantanin cae — 835, 000 
Appropriation______-_— Sea Se See i ee es TU _.. 88, 900, 000 


Fiscal year 1957 
New hospital program : 
Washington, D. C. (technical services) ......_..____-__------ $1, 100, 000 
Cleveland, Ohio (technical services) .....__.-._-_.___-.--_- 1, 056, 786 
Replacement program : 


Diger y ) Ts (CORR Cha) eccee tien ott mceiewtindinetins 21, 200, 000 
Jackson, Miss. (technical services) ....._._---.__--------.-- 1, 172, 000 
OakianG. Caliz.. (Ceemmienr Bervacee) 2 ee 1, 025, 000 
Nashville, Tenn. (technical services) _....._.__....-----_---- 1, 500, 000 
Modernization, improvements, and repairs: 

Major (detail by project shown on p. 33-11 of attachment)__.. 23, 687, 700 
Minor (detail by project shown on pp. 33-13 and 14 of attach- 

RIN cata ditty ce Sintaed cached Resa ice ebrapante als pact eeated a. aketonsesnipneiona cog la moana 4, 533, 000 
ey ND CN aici sec tlie dag een nninnipiennnienen 5, 138, 000 


», 
eed wavitigs ' G@ppliedic so cous a Se. Zoe ak —4, 244, 486 


PII sis ectnetinnenag leds mama didn tdci 56, 168, 000 
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Fiscal year 1958 
Replacement program : 
Jackson, Miss. (construction) ..........0.....-.- cutee $11, 558, 000 
Nashville, Tenn. (construction and site) ...._..._..._._.___-___-- 10, 453, 000 
Wood, Wis: (technical services) _..-.....--_---- Le 2, 109, 000 
Modernization, improvements, and repairs: 
Major (detail by project shown on p. 33—11 of attachment)__._. 18, 753, 000 
Minor (detail by project shown on p. 33-14 of attachment)_._._. 2, 289, 400 
etek. Waris Gepet iia sea a Se oa — 634, 400 
OOP, Se ee ee ee ae ie 44, 528, 000 
Fiscal year 1959 
Replacement program : 
Coral Gables (technical services and site)_......_______-_--- $1, 585, 000 
Long Beach, Calif. (phase 2, technical services) _......_.__.---_ 1, 035, 000 
Memphis, Tenn. (technical services) _.........-_____--____-__ 2, 270, 000 
Modernization, improvements, and repairs: 
Major (technical services, detail by project shown on p. 33-3 
en nn ee ae ee ae eS 1, 980, 000 
Minor (detail by project shown on pp. 33-4 and 33-5 of attach- 
ke a ne a re ere ts & BI EC Ts a ee 3, 000, 000 
Ne en nnn ee ls eden eee. —725, 000 
i nn gee ae a eel 9, 145, 000 


I appreciate your interest in the Veterans’ Administration construction pro- 
gram and trust this information will adequately serve your purpose. Please 
advise if I can be of further help in this matter. 

Sincerely yours, 


Sumner G. Wuirtier, Administrator. 


Mr. Evins. It shows a fraction of $35 million decline in the funds 
required for the construction program, and it looks to me like it is a 
stretchout or a slowdown. 

At least, that is the impression that is getting through to me. 

Mr. Wurrtter. There has been discussion aimed at working out 
prototypes in an effort to see to it that when we finally get those 
projects into construction we will have the best possible hospitals. 
We can then set up a faster program of construction and at the same 
time not injure service in any way. 

Mr. Evins. Which to me is an indication that you just cannot beat 
the administration on one of these programs by one of these agencies. 

I remember a few years ago your predecessor came in here and we 

asked him when he was going to get going on some of these projects. 
He said 1959 or 1960. I said, “Mr. Administrator, if we appropriated 
the money now, could you not get going now ?” 

And he said, “6No: we have our priority schedule.” 

We appropriated the money anyway and the Senate took it out, but 
he got Senator Johnson to put it back in and now we are right back 
on the 1959-60 program, which proves that it goes along just about the 
way you set it up even though the Congress expresses an emphasis 
otherwise. 

I do not wish to be critical, but that is just an observation of the 
facts. 

You said about that time 1959 or 1960, and it would seem to me 
from my study—and I think the chairman of the Veterans’ Affairs 
Committee and others have gained the same impression—that there is 
aslowdown. Maybe they say it is necessary. 

Maybe that was so a year or so ago because of inflation, but now 
we have 4 million unemployed, and employment is spotty in some 
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places, and we could have some construction without doing damage to 
the economy. 

The three areas which you indicated, which are set forth in the 
beginning of your statement, a consolidation of a program, elimina- 
tion of automobiles and other conveyances—that is a consolidation of 
funds; is that correct ? 

Mr. Wuirttktr. Yes, sir; that is correct. 

Mr. Evins. And the big item is the hospital and domiciliary facil- 
ities ; is that right ? 

Mr. Wuirtier. That is right. 


INPATIENT CARE 


Mr. Evins. Mr. Administrator, I noticed in your justification for 
inpatient care on page 29.9 $711,852,000. 
Mr. Wurrtter. Which page is that again, sir? 


Mr. Evins. Page 29.9 of your justification. It concerns inpatient 
care. 


Mr. Wurrtter. Thank you, sir. 

Mr. Evins. Apparently, you are asking for inpatient care funds of 
$711,852,000. 

Our attention has been called to the fact that the appropriation 
shows $707,100,000 on page 27-1, and the full appropriation will care 
for 139,042 patients. 

It looks to me as if the Veterans’ Administration is asking for 
139,700 average daily patient load and the appropriation of 
$711,852,000. 

It has been suggested that the interpretation of the language of the 
appropriation is that it would provide funds of $707,100,000 for 
139,042 patients. 

Would you give the committee an explanation of these apparently 
conflicting factors ? 

Mr. Wuirrter. Mr. Congressman, I think you put your finger on 
the spot on the budget which interests us very greatly, and I think 
perhaps I had better have Dr. Middleton speak to that. 

Mr. Evrns. All right, Dr. Middleton. . 

Dr. Mippteton. The appropriation language: I think if you will 
refer to the message, that gives the $707,100,000 appropriation for the 
139,042 beneficiaries but says “excluding reimbursables.” I would like 
to have that subject brought out for reference to the language of the 
appropriation act itself. 

Mr. Watters. The appropriation language, as you have indicated, 
shows 139,042 beneficiaries but you will notice an insertion of a new 
piece of language later on which states that this excludes services for 
which the Veterans’ Administration is expected to be reimbursed, and 
the page you have in front of you to which you referred will show 
that our reimbursement figure that we are planning on using is 
$4,802,000. 

Mr. Evrns. Was this language worked out with the committee some 
time back? 

Is it satisfactory, or should there be changes at this time? 

Mr. Wurrrter. I think the Veterans’ Administration can live with 
the language as it stands at the present time, Congressman. 
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We have discussed it, and I think it means that we have got to watch 
it with great care in our estimates, but I think that the Veterans’ 
Administration can live within the language that is stated there. 

Mr. Evins. You think that funds carried in the supplemental and 
in this budget will be suficient to take care of all your inpatient care 
needs ¢ 

Mr. Wuirtter. I think it may be very close, and it is possible that 
we may have to come back for a supplemental. 

But I think we can operate if we watch the reimbursements very 
carefully and check by quarters, I have discussed it with the people 
interested, and they say they think they can live with this. I cer- 
tainly hope so. 

Mr. Evins. Did you request other funds for this purpose or more 
funds of the Budget Bureau and were turned down ? 

Mr. Wuirrier. A change in language. 

Mr. Evins. It is substantially what you requested of the Budget 
Bureau that was approved? 

Mr. Wuittier. There are some questions that are involved, Mr. 
Congressman. One is the change of the last section with which I 
think we can operate. 

The other is the matter of the cutdown of average daily patient 
load, which if you will notice, is cut down by 1,000 for TB beds. 

I.think that is the second question. There we did request restora- 
tion of over $5 million. 

The reason for the decrease in the TB beds is that, as you know, 
actually the number of TB cases is going down. 

As Mr. Boland knows in Massachusetts that we have turned some 
of our State TB sanatoriums over to other uses because we are lick- 
ing the white plague. This is also true in other parts of the country, 
so this decrease has been requested on that basis. 


ADMINISTRATIVE COSTS 


Mr. Evins. Your personnel is down 2,608. 

Mr. Wuirtier. That is correct. 

Mr. Evins. Your justification states there is decline in education 
and the loan guaranty program and other consolidation. 

Mr. Wurrrirr. That is right. 

Mr. Evins. In your insurance department, your operating costs are 
up 7 percent. Why is that, Mr. Administrator ? 

Mr. Wurrtirer. Roughly, I think it is, approximately a 7-percent 
decrease. 

There is an interesting footnote. You may remember that I ap- 
peared before this committee a year ago. 

I had not. been in Washington but 3 days as Chief Insurance Di- 
rector and the chairman asked me about electronic data processing. 
T am delighted to say that since that date we have ordered that equip- 
ment and we hope that in the future it will mean a substantial 
reduction. 

There already is a very heavy reduction in cost but we are including 
a substantial amount for the preparation of the site in Philadelphia. 

Insurance is not only down, but has taken the advice and recom- 
mendation of this committee to get EDP and to consolidate the Wash- 
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ington insurance center with Philadelphia, which I think will result 
in the days ahead in even greater savings. 

Mr. Evins. Most of your insurance activities then will be in 
Philadelphia ¢ ? 

Mr. Wuirrier. Most of them. There are three places. There are 
two additional: One in Denver and one in St. Paul. But two-thirds 
of that activity will be in Philadelphia. 

Mr. Evins. Does this necessarily mean that there must be new 
construction of additional buildings or quarters ? 

Mr. Wurrrter. No, we have all the space there. Electronic ma- 
chines require a very expensive site preparation, but that would be 
essential anyway, even though we have the building. 

Mr. Evins. Here again I wanted to ask you, you said your supple- 
mental need for inpatient care increased from 4.2 million to 6 million 
and I make the comment “why ?” 

Mr. Wuirrter. That is going to be rather difficult to live within. 
There is no question about that. We have some concern about that. 

Mr. Evins. The amount for research and medical education activi- 
ties is increasing. 

Mr. Wuirtrter. At this time, yes, sir. 

Mr. Yates. What do you mean by “at this time” ¢ 

Mr. Wurrtirer. We are just up to the $10 million mark in research. 

It is my own thought that one of the most exciting programs that 
the Veterans’ Administration has is in the program of research. 

Coming from the outside to discover the dedication of the doctors 
in research to find the answers to some of the problems that affect 
veterans, and it might be that in the future we would want to go 
forward with the very, very wonderful program which I am sure the 
chairman and members of this committee are familiar with. 

Mr. Evins. You stated in one place that the funds were adequate, 
but a little later you stated that an increase was desirable. 

Mr. Wurrrier. That is right. 

Mr. Evins. You also indicated that the cost of inpatient care was 
increasing. 

Mr. Wurrrier. That is true of every place in the country. 

In Boston, Mass., right now, they are worrying about that. They 
are worrying about it all over the country —drugs and food and pub- 
lic utilities and so forth are up. 

Mr. Evtns. You say you need increasing funds for next year, but 
you do not say how much, I believe. 

Would you furnish that, or did you furnish that anywhere in your 
presentation to the committee ? 

Mr. Wuirtirr. No, I think those are wage-board increases. We are 
not able to anticipate ‘and put in the budget those wage-board increases 
that are to come. 

We can put in under budget policy only those which have been ac- 
tually approved so that if additional ones come in in the latter part 
of the year we must ask for another appropriation to take care of 
that. 


PATIENT LOADS 


Mr. Yates. Mr. Administrator, how does your daily patient load 
compare with the past years ? 








568 


You have indicated the number in VA hospitals and domiciliary 
homes to be 3,000 in contract hospitals and 9,000 in State homes. 

How do these compare with previous years, and what are your con- 
jectures ? 

Mr. Wurtrrier. In State homes, we are down 155 patients—9,355 to 
9,200, or a reduction of 155. 

That is simply because there is no need or demand at the moment, 
and there is just a normal attrition or normal reduction. 

However, our Federal hospitals are down from 111,900 to 110,900, 
or a net decrease of 1,000 daily patients. That is due to the reduction 
in TB beds, which makes a very heavy decline. 

Mr. Evrns. Are those carried in general medical hospitals ? 

Mr. Wurirtier. Those are the TB beds. 

Mr. Tuomas, You figured your decline at 210 in this recent supple- 
mental estimate. Do you mean the lowering of the 1,000 figure comes 
from TB beds in 1959? 

Mr. Wurrrter. I think the whole 1,000 is in that fiscal-year period. 
The other 210 in the supplemental would be related only 

Mr. Tuomas. In your language in your supplemental you wanted 
to reduce your beds from 140,000 down about 200 beds. 

Do you want to take off that limitation altogether ? 

How many actual bed occupancies, daily load, do you have ? 

Mr. Wurrrier. I would like Mr. Wise to speak to that. 

Mr. Wise. The chart that is on the table will best explain that. The 
TB load has followed a pattern during the past 3 or 4 years. From 
the beginning of the fiscal year through April or May of the following 
year, the loan is quite stable; then it decreases, reaches a new level, 
and the pattern repeats. 

Mr. Tuomas. What is your latest date? Do you have it as of 2 
weeks ago or 10 days ago? 

Mr. Wuirtter. As of this time, the total TB load ? 

Mr. Tuomas. No; I mean your total bed occupancy. 

Mr. Wurrrier. We have over 110,000-bed occupancy on the average 
for the year. 

Mr. Tuomas. In your supplemental, you state: “Inpatient care and 
treatment may be furnished on an average of 140,490 beneficiaries 
during the current fiscal year, without any appro riate reduction in 
expenditure, so you have a bed occupancy there of. 140,490; and what 
do you say that figure actually is? 

Mr. Wise. You mean as of today ? 

Mr. Tuomas. Yes. 

Mr. Wise. As of today, or rather as of January 27, there were 115,- 
230 patients remaining in VA hospitals. 

Mr. Wurrrmr. I think the Congressman is referring to the total 
load in Veterans’ Administration hospitals, State homes, domiciliary 
homes, all of it. 

Mr: Tuomas. Certainly you do not have 140,000 TB beds. Is that 
figure of 115,000 that you are giving me correct ? 

Mr. Wise. That is all types of patients in VA hospitals. 

Mr. Yates. They are not comparable figures. 

Mr. Wise. The chairman is talking about the four added together— 
VA hospitals, VA domiciliaries, contract hospitals, State homes— 
which is around 140,000. 

Mr. Tuomas. What do you mean now by “beds”? 
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Mr. Wurrrrer. Mr. Wise was talking originally only about VA 
hospitals, but the other figure includes the four categories. 

Mr. Tuomas. What is the total figure now ! 

Mr. Wurrtier. It would be about 140,000. 

Mr. Tuomas. It could be over and above what your big figure is, 
you have 140,000 here, and it is less than that? 

Mr. Wurrrtter. The cumulative inpatient caseload is 139,876 as of 
January 27, 1957. 

Mr. Tomas. So it is less than your limitation ? 

Mr. Wuirrier. Yes, but during the third quarter, when most of 
the hospitals are operating at capacity, they all go over the average 
load for the year, and then in the fourth quarter, the patient load is 
less, and pr af uces that average. 

Mr. Tuomas. The third quarter is your big quarter? 

Mr. Wuirrier. Yes. 

Mr. Tuomas. And then they want to get out for Christmas. Ex- 
cuse me, Mr. Evans, but I just wanted to straighten out that point. 

Mr. Evins. Thank you, Mr. Chairman. 

I believe the total figure you have indicated is 140,700. My ques- 
tion is how many of these various categories of patients are increasing 
or decreasing. That would be in VA hospitals, 110,900. How is 
that figure, compared with the previous year 

Mr. Wuirrier. The VA hospitals are declining substantially, 
largely due to TB declines. 

Mr. Evins. What about VA domiciliary facilities; are they re- 
maining constant ? 

Mr. Wisteenis Just about the same. 

Mr. Evins. Your State homes are down in numbers ? 

Mr. Wurrrier. They are declining. 

Mr. Tuomas. Their figures are more than a thousand, and the fig- 
ure which the gentleman gives was at 600 then. 

Mr. Wuirttier. Again, if we are talking about figures, these are 
averages. I think you are selecting them as of a given time, and, of 
course, from month to month it goes up and down. 

Mr. Evins. Mr. Chairman, we had discussed previously the overall 
justification. First, we discussed the compensation and pension, in- 
patient and outpatient services, and the slowdown in the VA hospital- 
construction program, We had then gotten about to the point of plac- 
ing some of these justifications in the record. 

Mr. THomas. You go ahead and finish your examination. That is 
very helpful. 

Mr. Evins. I believe that is all the questions I have at this time, 
Mr. Chairman. 


FUNDS REQUESTED OF THE BUREAU OF THE BUDGET 


Mr. Yates. I would like to refer the Administrator to the other 
chart which has been submitted, and ask him what amount was re- 
quested of the Bureau of the Budget. 

Mr. Wurrtier. I think I can tell you that, sir. 

Mr. Yates. General operating expenses, first. 

Mr. Wuirtier. I think that is a decline of over 2 million from the 
figure we asked of the Bureau of the Budget. 
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Mr. Yates. How much did you ask the Bureau of the Budget for / 

Were there any deductions? 

Mr. Wuirrrer. We had asked the Bureau of the Budget for $152,- 
358,000. 

Mr. Yates. $152,358,000 ? 

Mr. Wuirrter. That is correct, sir. 

Mr. Yares. Medical and miscellaneous operating expenses. 

Mr. Wuirtier. We asked the Bureau of the Budget for $23,879,000, 
and we were allowed $21,481,000. 

Mr. Yares. I have the chart, and I am writing down the Bureau of 
the Budget figures. All I actually want is the totals. Now, we come 
to the inpatient care. 

Mr. Wurrrier. The VA submission is what you want? That is the 
figure you do not have? 

Mr. Yates. That is right. 

Mr. Waurrrier. $724,500,000. 

Mr. Yares. All right. Now, outpatient care ? 

Mr. Wuirtier. Outpatient, our submission is $78,340,000. 

Mr. Yarers. Maintenance and operation of supply depots ¢ 

Mr. Wurrrtier. $2,286,000. 

Mr. Yates. Compensation and pensions ? 

Mr. Wurrrier. Those are exactly the same. We received the same. 
That is pretty much determined by law. 

Mr. Yates. Are readjustment benefits the same ? 

Mr. Wurrtter. No; we asked for $773,988,000. 

Mr. Yares. Veterans’ insurance and indemnities ? 

Mr. Wurrtier. That is exactly the same, sir. 

Mr. Yares. The next item is not being requested. 

Mr. Wuirtier. That is right. 

Mr. Yates. Construction of hospital and domiciliary facilities. 

Mr. Wuirtier. We requested $43,374,000. 

Mr. Yares. There was a slight cut in that one—something like $34 
million ? 

Mr. Wuirtier. That is because of the carryover. As the Congress- 
man pointed out, there was a delay in using the funds, so there was 
a carryover of, I think, about $130 million. 

Mr. Yares. How much money, if any, did the Bureau of the 
Budget freeze during the current fiscal year to date ? 

Mr. Wuirrrer. Mr. Kelsey, I think, could answer that better 
than I. 

Mr. Ketsry. Last year there was a postponement with respect to 
certain construction projects, 

Mr. Yares. Is this hospital construction ? 

Mr. Kersey. Yes, and that originally involved $96 million, but it 
did not really cause any appreciable slowdown because of the fact that 
the various phases of construction work, their planning, the prelimi- 
nary work, was going on, so that it was not a substantial slowdown. 
As a specific example, the Palo Alto neuropsychiatric hospital was 
one of the large projects included in that $96 million. When we got 
to the point of actually awarding the contract, the Bureau of the 
Budget agreed to release that sum. The contract has been awarded 
and the construction is under way. 

Mr. Yates. What happened to the funds that were frozen last year 
by the Bureau of the Budget ? 
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Mr. Kersey. In that slowdown process, the postponement——— 

Mr. Evins. You had it right; you had the right word at first; the 
VA hospital construction program is being slowed down by adminis- 
trative actions. 

Mr. Yates. You do use my phrase. Were you directed not to use 
it in the postponement policy? Who established that? 

Mr. Kesey. We have no difference with the Bureau of the Budget 
on that. That is indicated as the administration policy, and it was so 
stated in our hearings last year. In the hearings last year, the policy 
was explained, and, subsequently, Congress appropriated funds to be 
used in addition to those which were available from prior years. 

Mr. Yares. Well, apparently nothing was done with respect to the 
extra funds that were voted ; is that correct, sir? 

Mr. Kesey. I would not say that nothing was done. 

Mr. Yates. They were not. used, were they ? 

Mr. Kexsey. There was a provision that we could go forward 
definitely with the planning and the preliminary work, so as to be 
prepared to take up the actual construction. When the time came 
for us to use the money, the Budget Bureau released it. 

Mr. Yares. There is approximately $17 million reduction in in- 
patient care from the amount that you requested of the Bureau of 
the Budget. 

Mr. Wuirtter. That is correct, sir. 

Mr. Yates. Where will that be reflected ? 

Mr. Wuirtter. I think there is some $5 million in TB beds. 

Mr. Wise. $5,650,000. 

Mr. Yares. $5.6 million in all? 


EFFECT OF REDUCTION MADE BY BUDGET BUREAU IN NP CARE PROGRAM 


Mr. Wurrtter. We have wanted to do some additional things in the 
case of the NP care and $614 million were reduced there. 

Mr. Yates. In NP care? 

Mr. Wurrrter. Not to reduce it, but we had wanted to do addi- 
tional things. 

I believe Dr, Middleton could speak to this. 

Dr. Mippteton. The proposal was, Mr. Congressman, that we speed 
up and advance our methods of treatment. Therefore, we proposed 
an increase of $614 million, involving some 1,142 individuals, among 
whom were 125 physicians and the appropriate supporting personnel. 

Mr. Yates. You were going to hire these additional individuals? 

Dr. Mippteron. The idea was to take advantage of the improved 
care of the veterans with mental disorders by modern methods and to 
augment the staffing of our hospitals to that end. 

Mr. Yares. And this was ruled out by the Bureau of the Budget ? 

Dr. Mippteron. Yes. 

Mr. Yares. What happens as a result of that? Will you be un- 
able to take care of your patients in accordance with the latest 
methods now ? 

Dr. Mrppteron. We have, of course, a staffing pattern in our Vet- 
erans’ Administration hospitals for the mentally ill, you know, that is 
rather superior. We have a 0.71 employee per patient ratio. In other 
words, 71 personnel per 100 patients, which is-a distinctly advanta- 
geous position; but our attitude was that with the advantages of the 
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tranquilizing drugs and other methods that had improved the acces- 
sibility of these patients, we would like to press forward. 

The only area in which it was amended was that we might hire 
more of the physicians who were coming through our career train- 
ing. In other words, we had about 40 to 50 physicians turned out 
each year who had had their career training with us, and that would be 
possible to recruit these men by some amendment in our budget. 

Mr. Evins. In other words, Doctor, it would be fair to say that 
there has been not only a slowdown in the construction program but 
also a slowdown in the inpatient care program. 

Dr. Mippteron. You are speaking of that as a physician ? 

Mr. Yares. I am asking you if that is the situation. 

Dr. Mippteton. So far as my own judgment, yes. 

Mr. Yates. That is all I want. You are in charge of the medical 
program, are you not, and you would know ? 

Dr. Mippieton. Yes. 

Mr. Yares. And, as administrator of the medical program, you 
asked for how much more money ? 

Dr. Mipptetron. Six million five hundred thousand dollars. 

Mr. Yares. You wanted these funds so that you could treat the 
patients with the most modern methods of treatment ? 

Dr. Mippteton. So that we could properly staff to advance the care 
of the mentally ill veterans. 

Mr. THomas. What would you do for them if you had $40 million 
more that you are not doing now? We thought you had a pretty good 
program. 

You do not mean to admit on this record that you are giving them 
second-rate medicine, do you? 

Dr. Mrppteton. I am not interested at all in second-rate medicine, 
Mr. Chairman. 

Mr. Tuomas. That is what you just said. 

Dr. Mippteron. Do you wish me to go through the idea that I 
think this care—— 

Mr. Tuomas. I think that the idea ought to have some explanation. 
I do not want the record to stand like it is. 

Mr. Yares. Mr. Chairman, I think we ought to let Dr. Middleton 
explain why he wanted the extra amount of money. 

Dr. Mippteton. The reason, I think, Mr. Chairman, is a perfectly 
familiar one. I think that the record will show that for 3 years I 
have appeared before this committee, and I have told you that the 
time was coming when you would have to view a certain segment of 
our NP hospitals on a level of financial support equivalent to the 
GMS. The accessibility under treatment means that a large group 
of patients would have treatment that was not available 3 years ago, 
2 years ago, 1 year ago. 

This request was simply to bring into focus the fact that the time 
had arrived, when, if we were going forward instead of backward, 
we would have to have staffing that would bring patients from the 
back wards—that is, forgotten patients who were in some of the wards 
or patients who had reached a maximum improvement, the “burned 
out” patients. Gentlemen, this term “burned out” is anathema to me. 
I think in modern days when a physician says there is no longer hope 
for a mentally ill patient, he is losing sight of the advances that have 
been made. We know that the number of patients who have made 
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satisfactory improvement for return to society—resocialized, rehabili- 
tated—is advancing steadily. The request was made in the light of 
further advice from the professional staff concerned with this prob- 
lem. In their opinion if we had better staffs in our hospitals for the 
mentally ill the rate of recovery would be at a higher level than 
presently. 

Mr. Tuomas. Is that in the NP installations alone? 

Dr. Mippteron. In our NP installations alone; yes, sir. 

Mr. Tuomas. Your bed occupancy is falling off, you say ? 

Dr. Mippteton. We have 16,000 on the waiting list for NP beds. 

Mr. Tuomas. That was just TB. Excuseme. Go ahead. 


TYPE OF PERSONNEL IN NP PROGRAM 


Mr. Yates. What type of personnel are needed in this program, 
Doctor ? 

Dr. Mippteton. I have those figures right here. 

I said 125 physicians; 60 clinical psychologists; 80 psychiatric 
social workers; 20 medical technicians; 20 pharmacists; 3 pharmacist’s 
helpers; 35 vocational councilors; 16 physician-physiotherapists; 50 
physical therapists; 50 corrective therapists; 37 occupational thera- 
pists; 50 educational therapists; 45 manual arts therapists; 12 manual 
arts aids; 286 nurses; 181 nurisng assistants; then the recreation- 
religious services, 15 administrative officers and volunteer workers; 
42 recreational personnel; and 15 librarians—a total of 1,142. 

Mr. Yates. What was the total appropriation requested for this? 

Dr. Mippieton. $6,500,000. 

Mr. Yares. $6,500,000 ? 

Dr. Mippieron. Yes. 


INCREASE IN NP PATIENT LOAD AND WAITING LIST 


Mr. Yares. Now the impression has been given that the patient 
load is increasing. Is this true of your NP patients? 

Dr. Mippiteron. Yes, sir. We have 16,000 on waiting lists. 

Mr. Yares. The contrary is true with regard to your TB patients? 

Dr. Mippieron. Yes; but there are 16,000 NP patients on waiting 
list as of this date, of whom about 11,000 are in other institutions, 
according to our latest advice. At the present time we have an occu- 
pancy of over 95 percent in all NP hospitals. 


TURNOVER OF NP PATIENTS 


Mr. Yares. You said that with this additional appropriation, you 
would be able to speed up the rate of returning patients to their 
homes and their communities; is that correct 

Dr. Mippieron. That has been our experience. 

Mr. Yates. What is the rate now ? 

Dr. Mippieron. The rate is 29 percent, the last figure I had. 

Do you have that figure here ? 

Mr. Yares. I would like to have it on the record. 

Dr. Mippteron. We will have that figure shortly. 

(The information requested is as follows :) 

At the end of fiscal year 1955 there were 5,493 NP patients on trial visit. At 


the end of fiscal year 1957 this number was 7,768. This is a 29 percent increase 
in rate over the end of fiscal year 1955. 
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Of course, a great fraction of this number will be conditioned by 
the availability of personnel, particularly in social service. Under 
modern methods, the patient with mental disease who is ready for 


‘discharge from the hospital, must be entirely in tune with his com- 


munity and, therefore, the matter of foster homes, trial visit, and so 
forth, will be developed through adequate social work. 

Percentage turnover is about 6 percent. That was an increase. 

Mr. Yates. An increase over what ? 

Dr. Mippieron, Over past experience. 

Mr. Yates. What was it last year? 

Dr. Mippteron. We do not have it. We can supply that figure 
for the record. 

Mr. Yates. I would like to have it. 

(The information is as follows :) 


The turnover rates for fiscal year 1956 and fiscal year 1957 are as follows 
for NP patients treated in VA hospitals: 


Average percent turnover per month 
All NP patients: 


DICnE PONE GP ne So Ss ols ae ee Siew ee 7.41 
ISG eT WOR ee La io, eae, anise Fi FO 
isceh Wetec IGG... ek cs teak ee coveted oreenesesli wus 7. 76 


Nore.—The turnover rate is computed by dividing the average number of 
discharges each month for a fiscal year by the average daily patient load. 

Mr. Yates. Doctor, your answer is not clear. What do you mean 
by that 6 percent ? 

Dr. Mippteron. This 6 percent is the number of NP patients who 
are discharged, in relation to the average daily patient load. 

Mr. Yates. Annually ? 

Dr. Mipptetron. The turnover is expressed as an average monthly 
rate. 

Mr. Yares. What do you mean by the “turnover” ¢ 

Dr. Mipptreron. If the number of patients discharged during a 
month was equal to the average daily patient load, the turnover rate 
would be 100. For NP patients the length of stay is long and the 
percent of the patient load discharged in a month 1s low. About 12 
percent of the number of patients treated were put on trial visit. 

Mr. Tuomas. You gave a figure of 29 percent a while ago. 

Dr. Mrppteton. Twenty-nine percent is the increase in the number 
who are out on trial visit and foster home care as compared to th 
number at the end of fiscal year 1955. ; 

Mr. THomas. Then is 12 percent a fixed figure—— 

Dr. Mippteton. Of those who go out ? 

Mr. Tuomas. Let us use the figure for round figures of 30 per- 
cent. Of the 30 percent that you discharged, who showed some de- 
gree of medical care to the extent that they can be discharged, then 
50 percent of that 30 percent returned to you; is that an accurate 
statement now 4 

Dr. Mippteton. You are bringing that back to the 12 percent? 

Mr. Tuomas. Yes. 

Dr. Mippteron. Yes; I think that is a fair statement. 

Mr. THomas. How long does that 50 percent remain with you 
after they return ? 

Dr. Mippteron. I would have to get that figure, sir. 
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(The information requested is as follows :) 


During fiscal year 1957 about 12,900 patients went on trial visit. Also during 
that year 113,500 patients were treated for nonpatient conditions (i. e., there 
were 59,800 in hospitals at the beginning of the year and 53,700 were admitted). 
The 12,900 is 11.4 percent of the 113,500. During fiseal year 1957, 9,896 non- 
paying patients were discharged from this extramural status. This is in addi- 
tion to the 38,167 discharged directly from the hospitals. 

Mr. Tuomas. That is the meat in the coconut. 

Mr. Yates. That is right. Those are important figures. 

You say 12 percent of the total are discharged permanently ? 

Dr. Mippteton. That. is the percentage rate of patients released. 

Mr. Yares. This is turnover—men discharged permanently ? 

Mr. Evtns. Released and cured. 

Mr. Tuomas. Not cured, but just released. 

Dr. Mippteton. That is released from the hospital to go on trial 
visits or go to a foster home for discharge after a period. 

Mr. Yates. They are on a trial run then ? 

Mr. Tuomas. “Trial run”—that is the word for it. 

Dr. Mippietron. Yes. 

Mr. Yares. Of the 30 percent who are out on a trial run, 50 per- 
cent of the 30 percent return ? , 

Dr. Mippteton. That perhaps would be a fair figure because this is 
a fluid level. 

Mr. Yares. In other words; the 15 percent, the other 50 percent, 
which is 15 percent of your total, then are permanently cured. 

Is that an accurate statement, Dr. Middleton ? 

Dr. Mippteton. I think that is a little rosy because you see we are 
getting into an area where there are really trial visits or foster homes. 


Those patients are kept under close observation and treatment by 
social service, 


Mr. Yares. For how long a period ? 

Dr. Mippteron. It may be months, or it may be years, in a foster 
home where you have a fluid condition and you are not certain that 
it is going to stick. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. THomas. We are talking about the mental patient now. They 
have to come back at some time for observation and treatment ? 

Mr. Mippieton. Observation over a considerable period of time 
and certain of them have to come back for weekly treatment. 


PROGRESS OF VETERANS ADMINISTRATION IN MENTAL FIELD 


Mr. YAres. Doctor, the medical profession, the hospitals, the doe- 
tors have made great strides, great advances in the treatment of 
mental patients. Many of the States are developing great mental 
health programs. I am sure the Veterans Administration is progress- 
ing also. How does the Veterans Administration compare in the 
progress being made in the mental health field with privately owned 
institutions, Doetor? 

Dr. Mippieton. I believe that we are at least keeping pace, and in 
many directions leading the way. For example, we have a long-term 


study of the tranquilizing drugs; and as you gentlemen will recall, 
21543—58—pt, 1——37 
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these drugs are not cures, but they do make our patients with mental 
illnesses accessible to treatment that is available in many areas— 
occupational! physiotherapy, and so forth. 

The study of these tranquilizing drugs has been conducted on a 
large scale in the Veterans’ Administration on a cooperative basis. 
First there were 39. There is a total of 48 hospitals that have had 
representatives in various parts of this particular study. Their re- 
sults are, of course, subject to review and careful scrutiny because in 
the judgment of most psychiatrists it is too early to say just what 
advantages we are deriving from the tranquilizers. 

Mr. Yates. When I visited Downey Hospital some years ago, I 
was told that there was a direct relationship between the amount of 
money spent for doctors, therapists, aids, etc., and the rate of recovery 
of the patient. 

Do you agree with this statement ? 

Dr. Mippieron. Most distinctly. 

Mr. Yates. Do you think that the rate of recovery of many of the 
neuropsychiatric patients is in direct proportion to the amount of 
help that is available? 

Dr. Mippteron. I think that is a fair conclusion. 

Mr. Tuomas. I want to take just a minute to summarize what Dr. 
Middleton has said, and you correct me if I do not give it accurately. 


EXPERIENCE WITH TRIAL VISIT NP PATIENTS 


Approximately 30 percent of all neuropsychiatric cases in VA in- 
stallations, including service- and nonservice-connected cases, are at 
some time given a trial run and by that dismissed from the institu- 
tion with the idea that they are in a position to take care of themselves 
or go to some other institution for some supervision and care; but 
50 percent of that 30 percent eventually come back to the VA installa- 
tions for some further observation and treatment. 

Is that a fair statement, Dr. Middleton ? 

Dr. Mipptetron. That is a fair statement, but for the record I should 
like to have those figures checked. 

(The information is as follows: ) 


The number of neuropsychiatric patients on trial visit, as of June 30, 1955 
(the end of fiscal year 1955), was 5,493. Two years later, on June 30, 1957 
(end of fiscal year 1957), the number on trial visit was 7,768. Thus, there was 
a 29 percent increase in the number of neuropsychiatric patients on trial visit 
over this 2-year period. During fiscal year 1957 there were 113,584 neuropsy- 
chiatric patients treated, of whom 12,951 patients went on trial visit status, or 
11.4 percent of the total patients. Of the 12,951 patients on trial visit, 9,896 
were discharged from this extramural status. This is in addition to the 38,167 
discharged directly from the hospitals, with maximum hospital benefit. The 
total discharged during fiscal year 1957 was 48,063 which is 42 percent of the 
total neuropsychiatric patients treated during that year. Data on the number 
of patients that may have returned from those discharged in fiscal year 1957 
is not available currently. However, based upon experience data for fiscal year 
1956, the number returning to the hospital from trial visit status is around 
28 percent. 


Mr. Jonas. How many patients were in neuropsychiatric hospitals 
on June 30, 1956? You can get that figure, can you not? 

Dr. Mippteron. Yes. 

Mr. Jonas. How many were furloughed 

Mr. Yates. Maybe he can give you that figure now. 
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Mr. Jonas. How many patients were in neuropsychiatric hospitals 
on June 30, 1956? 

Dr. Mwpteron. In all hospitals there were 59,849 neuropsychiatric 
patients. The patient load in the neuropsychiatric hospitals alone 
was 52,245. 

Mr. Jonas. How many were furloughed or released on trial in the 
following year, fiscal 1957? 

Dr. Mippieron. 7,768 neuropsychiatric patients were out of our 
hospitals on trial visit status for an extended period on June 30, 1957. 
In addition 1,502 were on short-term leave of absence. 

Mr. Jonas. How many were discharged as cured during the year? 

Dr. Mippteron. I can supply that later. 

(The following information was supplied later :) 

During fiscal year 1957 there were 38,167 neuropsychiatric patients discharged 


directly from hospitals, who, in the opinion of the medical staff had attained 
maximum hospital benefit. In addition 9,896 additional neuropsychiatric patients 


were discharged from extramural status. 

Mr. Jonas. Then I would like to have comparative figures for the 
previous year so we can see for ourselves what the trend is and how 
it works. 

Mr. Tuomas. He has just stated that there are very few, if any, of 
them who are what we call permanently cured. 

They all have to come back sooner or later for some treatment. 

Mr. Jonas. Then another question: How many who were furloughed 
on trial returned for additional treatment. 

Mr. Wuirrter. Perhaps, if instead of “cured,” we used the word 
“rehabilitated” in the community, we would be closer on target. 

Dr. Mippteton. These figures that Mr. Jonas has asked for, I am 
sure we can give, on June 30, 1955, there were 5,493 neuropsychiatric 
patients on trial visit; on June 30, 1956, the number was 7,121; whereas 
there was 7,768 on June 30, 1957. 

Mr. Jonas. Doctor, when you furnish those figures for the record, 
I would like for you to verify them to be sure you have the correct 
figures, and would you relate it to percentages ? 

Dr. Mippieton. Yes, sir. 

Mr. Jonas. And we will have it in the record, and then I would 
like to know if you have any statistics available or can obtain them 
as to how these figures compare with patients from State institutions. 

Dr. Mippteron. Yes, sir; I will be very happy to do so. 
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(The information requested is as follows:) 


Fiscal year 


1957 VA State mental 
neuropsy- hospitals, 
chiatric 1957 
patients 
Remaining in hospital, June 30, 1956... .......-..----.-----------.---.- a4 59, 849 79, 840 
SR St co Aes ld oce ashen nce bine se ucwatptudcGetednvcnue Soke. 58, 735 27,171 
TIN De Tan ee bad bia beeen dele tte cans Caan bee 3, 516 7, 749 
Discharges from hospital: | 
Maximum hospital benefit... ........-.-...---.-----.--- wibst ich eben this 38, 167 | (3) 
ena ta T-cell algal iE epee» “Sa alice Scala > iia ra aa at leaner olhed 4, 892 | (3) 
Et cede wets bing iensos Jn ceh Cpeneuleh <n ke Nib inde o~ 2 << eawgnnhuek 43, 059 | 12, 439 
To leave or trial visit (extramural care): 
NRE Ne S Ake s ebieaca nel a onc dageignebepetuacundsvicesisusepesedcerlangs 27, 058 | (3) 
inhi din lecstnnin adhe abies bee Reh Es tin ve base bat bed debenssoea 12,951 @) 
ee een alan kane aerate ce eer heaton ass atnee sos 40, 009 | 14, 376 
In. hospital—Endof year, (June 30, 1957). ........-.-..---.------- deeb ees 60, 132. | 79, 349 
On trial visit or leave (extramural care), end of year: | 
AION se Ck Saget So oaethbns dawtestoedeeenboneee=e- 7, 768 | 9, 653 
Rs Le sas ok aid Catenin aed 1, 502 (3) 
Other ?___._.-- Setnidists ce icin Somme 460 851 
Discharged from extra mural status__-_-- 9, 896 5, 647 








1 Patients departing against: medical advice, 
2 Elopement, a. w. 0. 1., ete. 
3 Not separately available. 


Note.—The data in the column headed ‘‘State’’ refer to the experienee of State mental hospitals in Arkan- 
sas, Illinois, Minnesota, New York, Oklahoma, and Washington 

No percentages are computed, since the experiences shown for the VA and the States are not comparable. 
The age of the patients differ, the diagnostic composition of the patient loads differ. 

Any comparison which might be seemingly to the advantage or disadvantage of either the States or VA 
must first be considered in the light of the previously stated variables before conclusions may be drawn, 


EFFECT OF ADDITIONAL FUNDS.ON NEUROPSYCHIATRIC PROGRAM 


Mr. Yates. Dr. Middleton, with, relation to the statistics that you 
and Mr. Jonas have. been discussing just now, you said you did not 
request the funds for these additional funds because you did not. think 
you were quite ready. Do you think you are in a position. to request 
it now and to use it ? 

Dr. Mippteton. My prediction 

Mr. Yates. That is what we are asking for—a medical opinion. 

Dr. Mippteton. My medical opinion is that this rate would be ac- 
celerated appreciably. 

Mr. Yates. Appreciably ? 

Dr. Mippteron. Yes, sir. 

Mr. Evtns. The doctor referred. to these boys in the back wards, 
the men in the forgotten wards. Do you think that those boys— 
those veterans—with more attention and money and care could be 
rehabilitated and restored to the community, or restored sooner ? 

Dr. Mippteton. I know it. 

Mr. Evins. You know it? 

Dr. Mippteron. Yes, sir. 

Mr. Evrns. In other words, the Budget Bureau is becoming an ex- 
pert on the care you give patients? 

Dr. Mipptetron. No, they are not. 

Mr. Yares. Did you make the same representation to the Bureau 
of the Budget that you have just made to us? 

irc. Mipvteton. I did emphatically. 

Mr. Yares. You did emphatically ? 

Dr. Mippteron. I did emphatically. 

Mr. Wurrtier. Mr. Chairman, if you had finished your questions 
in this area, I would like to say something else, if I may. 
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Mr. Yares. I just wanted to ask 1 or 2 more questions, if I may, 
Mr. Chairman, because I think this matter of medical care is very 
important. 

Mr. Tuomas. Excuse me. Go ahead. 

Mr. Yates. The Budget Bureau cut your request by approximately 
$6 million ? 

Mr. Wuorrter. Yes. ~ 

If 1 may just for a moment address myself to the inpatient care, 
I think the people of America who have a loved one in one of our 
hospitals would be reassured to see the sense of dedication displayed 
by Dr. Middleton; and, as great as the doctor is and as outstanding 
as he is, I think he is typical of the many doctors that we have. 

I happened to be rather interested in mental hospitals because 
in Massachusetts I had visited all our 18 mental hospitals. 

We feel we of the Veterans Administration have a great obli- 
gation to these NP veterans who have perhaps given more than many 
others ; ; and, as Administrator, I have supported and shall continue to 
support the position of the members of the medical staff in this; 
nevertheless, I do want to point out that we feel that the Congress 
of the United States and the Veterans’ Administration give to this 
type of patient the finest care, we think, in the world; that we are 
abreast of all State programs and, having been a member of the 
Commission on Interstate Cooperation, w yhich includes all States, 
I believe the VA is ahead of many State programs. 

Mr. Tuomas. Are you saying now you do not need the $6 million 
you asked the Budget Bureau for ? 

Mr. Wuirrier. I am saying we would like to make as much prog- 
ress as we could. I just wanted it on record that the veterans of 
America do get the finest care possible or as fine care as people re- 
ceive anyplace in the world. 

Mr. Yates. Do you want the money requested of the Budget 
Bureau ¢ 

Mr. Wurttter. If we had more money, I am sure the doctors could 
use it very wisely, but if we do not have it our standards for treat- 
ment of patients will still be very hi 

Mr. Yares. Are there ma litonct t frontiers beyond the $6 million 
you are requesting ‘in this field ¢ 

Mr. Wurrrier. I am sure there are, but, of course, there are many 
limitations; but it is a field in which you can readily see, from the 
dedication and sincerity of the doctor’s approach, there is a great 
need. 


PROGRESS IN TREATMENT OF MENTAL ILLNESS 


Mr. Tuomas. Mr. Administrator, I am no doctor and you are not 
either, but if you had all the doctors to kingdom come, and they 
did not know much more than they do now, they could not do any 
more good. 

Mr. Wurrrier. In a sense that is true. 

Mr. Tuomas. We have talked to Dr. Meninger and other psychia- 
trists, and they have admitted that they don’t know any more now than 
they did a hundred years ago about what causes these mental illnesses. 

Mr. Yates. That is not correct. They know much more today about 
mental illness. 
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Mr. Tuomas. Yes, about treatment, but not about the causation or 
the cure. 

Mr. Ostertac. Just causes—more of them. 

Mr. Tuomas. In research they admit that they do not know any 
more than they did years ago. 

Mr. Yares. I think if Dr. Meninger were here, he would testify in 
favor of the $6 million. 

Mr. Tuomas. That is not the point. Let’s hear what the doctor has 
to say about it. Dr. Middleton, does the medical profession know any 
more than it did 100 years ago? 

Dr. Mipptetron. Categorically ; yes, sir. 

Mr. Tuomas. If you know it, what is the cure for it? 

Dr. MippteTon. They have made many advances. 

Mr. Tuomas. In treatment; yes. 

Dr. Mipptreton. Both in knowledge of the background and treat- 
ment. 

Mr. Tuomas. What is the knowledge they have now of the causes 
of mental illness that they did not have 200 years ago? 

Dr. Mippteron. I am not Freudian, so I cannot get into that. 

Mr. Tuomas. The people out at the National Institute of Mental 
Health tell us that they have not scratched the surface, and Dr. Men- 
inger told us that about 2 or 3 years ago. 

r. Mippteton. But there has been a lot happening in the last 2 
years. 
’ Mr. Tuomas. Doctor, from a research point of view, they do not 
have the answers yet; do they? 

Dr. Mippteton. No, we do not have the answers yet, but we know 
a lot more than we did. 

Mr. Yates. When you say they have the broad knowledge, Mr. 
Chairman the broad background, what do you mean? Do you mean 
do they now have to have a specific drug to cure mental illness ? 

Mr. Tuomas. What caused the mental illness ? 

Mr. Ostertac. Are people cured today ? 

Dr. Mippteton. Yes, sir. 

Mr. Osterrac. Is that not part of the answer? 

Mr. Yates. Of course, it is the answer. 

Mr. Tuomas. He stated a while ago that they all come back. 

Mr. Yares. No; he did not say they all come back. 

Mr. Evtns. He says the big part of it goes for research. 

Dr. Mipprrron. Speaking of research within the area of mental 
disorder. 

Mr. Tuomas. I am saying that, from a purely medical research 
point of view, the medical profession does not know any more about 
the causes at this point than they did 200 years ago. They have been 
flashing around, and, certainly, they are doing a little good, but to 
prevent this mental ailment, they have to know the cause, and they 
do not know that any more than they did 200 years ago. I think we 
will all have to admit that is true. 

Mr. Yates. I will yield, Mr. Chairman. I think I have taken 
enough time. 

Mr. Botanp. I just want to say that the greatest part of the cost is 
for care of veterans. That is the responsibility of our Government. 
What percentage of the cost goes toward care and not toward the re- 
search and development of tranquilizers or other drugs? 
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Dr. Mippteron. Eighty percent goes for personal services. 

Mr. Botanp. Actually, the cost for basic research, of the total ap- 

ropriation, is relatively small, so our great problem is the care itself; 
is that right? 

Dr. Mippteron. We are spending $1,250,000 for research in neuro- 
psychiatry, sir. 

Mr. Botanp. Did the VA pioneer in the development of tran- 
quilizers ? 

Dr. Mippteton. We did not in the development, but, in the coopera- 
tive studies of their efficacy, we did help. 

Mr. Botanp. I presume there is great cooperation between the VA 
hospitals and the State institutions and those who are engaged in 
inetlical research as to these drugs; is that right # 

Dr. Mippteton. Yes, sir; particularly with the National Institutes 
of Health. 

Mr. Botanp. I think you are doing a great job. 

Mr. Wurrtrer. Particularly when you consider that every other bed 
in America is filled with a mental patient. 

Mr. Botanp. I think the VA hospitals have done a great deal more 
for mental patients than many States. 

Mr. Wuirtier. I think the present Governor of the Commonwealth 
has just asked for a substantial increase and every Governor of 
Massachusetts has increased it. I am sure you are very familiar with 
both State and Federal programs, for in your own district, you have 
both Federal and State hospitals. 

Mr. Botanp. That is right. 


EFFECT OF BUDGET ESTIMATE REDUCTION 


Mr. Wurrtier. If I may address myself to answering the Congress- 
man’s question about the other items in the Bureau of the Budget 
request, I have both figures which were taken out. The reduction of 
TB beds is important, and we have very carefully examined that to 
see where it could be trimmed. We are thinking in terms of closing 
some of the obsolescent hospitals. For example, Crump, in Memphis, 
Tenn., and one unit at Dayton, Ohio, which are actually obsolescent. 
In both instances, we could improve the care because there is a better 
hospital across the way from each. 


QUALITY OF NEUROPSYCHIATRIC CARE 


Mr. Vursetx. Doctor, in the treatment of mental patients, is it not 
the fact that better treatment and a higher grade of treament. have 
been given menal patients year after year in the VA hospitals for 
the past 3, 4, 5, or 6 years? Is there not constant improvement all 
the time in the taking care of mental patients, from the standpoint of 
trying to rehabilitate them ? 

Dr. Mippteron. Mr. Vursell, the Veterans Administration has 
really been in the lead in this area. That does not mean that we can 
point to advances in the knowledge and management of mental di- 
seases of the past 3 years and affirm that, if we were to maintain our 
ome on pattern of staffing, it would be sufficient to keep pace with the 
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Mr. Vursetx. You will admit that the mental patients among the 
veterans are receiving what you think is the best care, the highest level 
of care, in the Nation, will you not? 

Dr. Mippteton. If I may qualify that, Mr. Vursell. 

Mr. Voursetu. I am sure you will. 

Dr. Mippteton. They are receiving a very high level of care. In- 
deed, I think I have stated that it 1s better than most of the State 
institutions. That does not mean that we should not aim for greater 
advances, if available. 

Mr. Vorsexu. I can quite understand that. Now, is it not true that, 
throughout the other types of illness affecting veterans and everyone 
else, almost countless millions of dollars are being spent to try to find 
the cure through research and in every possible way, and that all of 
the institutions that are interested in that sort of treatment still feel, 
every agency feels, they should have more money ? 

Dr. Mipptetron. That.is correct, sir. 

Mr. Vursex. So, the VA, rather than being neglected 

Dr. Mippteton. I have never said “neglected.” 

Mr. Vurseuu. I have never accused you of saying “neglected,” but 
the veteran, rather than being neglected, has been placed, by virtue 
of being in the VA ‘hospital, in a position where he ean get constant 
treatment of the highest type that.can be given by the Government, and 
is receiving that treatment all the time at the present time? That is 
a fact, is it not ? 

Dr. Mippteton. The general statement is correct, but, specifically, 
coming down to the ratio of physicians treating patients, we range 
anywhere from 1 physician to 74 patients up to 1 to 530 patients in 
different NP hospitalsin VA. 

In my judgment, that is not ideal for any case. 

Mr. Vurseti. I agree with you that that isnot enough medical care, 
1 physician for 500 patients, unless they have reached the point beyond 
recovery which you and other doctors will never admit, and I can 
appreciate and agree with you that you should not admit it because 
if you did, you would weaken your attempts. 

Dr. Mippteton. Lose my impetus. 

Mr. Vourseryi. And develop into a stalemate. Yet the fact remains, 
T think it is worthy of emphasis, that all these cases to which we have 
been referring have a permanent status, where they can be treated. 
Of course, this would be at Government expense, I presume, which it 
should be; then they have an opportunity of a trial run, via foster 
homes and so forth, and the great percentage of them come back for 
additional treatment, so I think by and large that the record should 
not stand that there is any lack of interest on the part of the Federal 
Government by the Bureau of the Budget or anyone else in the treat- 
oa of the mental cases or any other cases for that matter, in the 

I would like to ask this question : You state that if you had the ap- 
propriation requested in the sum of $6 million : 

Dr. Mippieron. $6,500,000. 

Mr. Vursery. Yes, that it would require to implement that pro- 
gram, the expenditure of that money wisely, about 1,142 extra em- 
ployees: is that right? 

Dr. Mippteton. That is right, sir. 
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Mr. Voursett. Among that, from memory, I believe you said you 
would need 200 and probably 68 or 87 nurses; is that right? 

Dr. Mippteton. Two hundred and eighty-six nurses. 

Mr. Vourseti. Two hundred and eight-six nurses, which would be 
informally compared to two-thirtieths a hundred psychiatrists and a 
great deal of extra people. 

Dr. Mipptreron. That is 125 physicians, 

Mr. Vursett. Do you feel that if you had this extra amount of 


money in question that you would have the room to take care of these 


people? Probabiy some of them would have to be domiciled, maybe 
a great many of them, in the hospital. F 

Jo you feel you would have the room, do you feel you would have 
the equipment, to properly utilize it, and do you feel that you could 
recruit the number of people that it is necessary for this? 

Dr. Mippieron. Mr. Vursell’s question, Mr. Chairman, is very much 
to the point. In the first place, may I make it clear that we are proud 
of the medical service being rendered in our NP hospitals. The qual- 
ity of the care is, as I have stated, at least the eaten if not better, 
than that of State institutions. 

The point of recruitment is indeed a difficult one. There are short 
supply categories in many instances. Inducements within the Veter- 
ans’ Administration moneywise are rather short, and have rather 
shrunk, in comparison with other opportunities in State institutions; 
but at lease we would make a very conscious attempt to meet this par- 
ticular situation. If the stipend within the Veterans’ Administration 
were adequate, service would be most attractive under conditions of 
the type of medicine that is practiced. I believe we can answer your 
question directly by saying that if money were available, we would do 
our best to meet the challenge. 

Mr. Vurse.y. I am quite satisfied you would, and I think there is 
no diminution of interest in any eben of this committee or in any 
Members of Congress. 

I might say that I think that interest far transcends a great number 
of other matters, but the question is, Can we always have and finance 
all the things that we would like to do, be it government on the Na- 
tional level or at State level ? 

I find many ministers who do not have as many members of their 
congregations as they would like to and I can understand that. 

Let that go as an observation, but here I want to get back on the 
track, and ask you how do you know when one of these patients is 
cured? What is the standard, the formula, the finishing point? 

Dr. Mippieton. We are getting into rather deep water because 
actually the measurements of mental processes are very inadequate and 
one of the shortcomings of research in this area has been the lack of 
objective measurement. 

What is a sound mind? What is an unsound mind? How do you 
measure which one of us is queer ? 


COST OF DRUGS 


Mr. Vurseti. There was another question that I wanted to ask. 

Getting back to these drugs, I have had people complain to me 
about the high price of drugs. They say they cannot buy them and 
get the relief because they are financially unable to do so. 
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You do not have any notion how the price of these new drugs can 
be reduced to the Veterans’ Administration, do you? 

That would be helpful if you have some thought. 

Dr. Mippieron. The VA is in a preferred position because of its 
central purchasing and purchasing in large quantity. While I have 
no brief for the high prices of the drugs, I know that the pharmaceuti- 
cal companies have to go through long periods of trial and experi- 
mentation before they market these products. 


WAGE BOARD INCREASES 


Mr. Vurseitt. Yes. There has been some fear expressed by Mr. 
Whittier that we might have to write some legislation to provide for 
another wage raise somewhere along the line. 

Who sets that wage raise when you get around to it for the VA? 

Mr. Wuirrter. There are local boards that set wage rates based on 
the prevailing wage scale. These employees are not in the civil serv- 
ice grade system. In order to compete for people in any area, there 
is a local wage board that sets a prevailing wage rate and the Gov- 
ernment employee must be paid a comparable wage. 

Mr. Ostertac. You are referring particularly to hospital employees, 
are you not? 

Mr. Wurrtter: Pretty much. It is a matter of some $3,800,000. 

Referring to the overriding question that Congressman Yates asked 
me, to break down the items on inpatient care totaling $17,400,000— 
there is a sum of $3,800,000 that relates specifically to wage-rate in- 
creases in the Department of Medicine and for hospitals. 


VETERANS BENEFITS 


Mr. Voursety. I would like to refer back to that matter of increasing 
veterans benefits that have been reflected in this budget. 

Mr. Driver. The increases, generally speaking, Congressman, were 
a 10-percent increase in all rates from 10 percent to 90 percent, and 
a 24-percent plus increase in the 100 percent disabled. 

Mr. Jonas. The $40 million—is that a supplemental request ? 

Mr. Driver. That is due to that. That is only for compensation. 
Pension rates were not touched. 

Mr. Jonas. This $40 million—if this is due to the rate increase, $40 
million, what about the remainder ? 

Mr. Driver. The remainder of it is due to increased cases coming 
on the rolls. 

Mr. Voursett. Mr. Chairman, I would just like to close with the 
observation that I am very much impressed with the Administrator, 
Mr. Whittier. 

I felt certain that we would never get anyone quite equal to our 
old Administrator, Mr. Higley, but I am very hopeful that we are 
going to have a fine administration, and I want to compliment all 
of you gentlemen for your knowledge of the things that you are trying 
to do. 

I think that the veterans’ interests are in good hands, so far as the 
VA management is concerned; and I think it is being done in about 
as economical a manner as it is possible to do it; at least we are still 
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looking to find where we can make some savings, but you are making 
it very difficult for us. 

That is all, Mr. Chairman. 

Mr. Tuomas. That is a very nice statement, Mr. Vursell. 

Mr. Wuirrrer. Thank you very much, sir. I hoped when I ap- 
peared before this committee that I would not have to disagree with 
any of the members. The only point on which I have to disagree 
with you, sir, is I am sure the present Administrator cannot touch 
the wonderful job done by the previous Administrator. 

Mr. Osrertac. Mr. Chairman, I would like to add a word of com- 
mendation and tribute to the new Administrator. I am one Member 
of Congress who has had some association with him when both of us 
served in State government, and I am familiar with his background. 
I am certain that he is going to do an outstanding job as Adminis- 
trator, and I am sure he will lend credit to himself, the Federal 


Gsovernment and the veteran. 


VA HOSPITALIZATION PROGRAM 


Now, perhaps, Mr. Administrator, and perhaps Dr. Middleton, I 
would like to address myself to the question of the overall picture 
of veteran hospitalization, particularly the inpatient care problem, 
recognizing that we are leaving the period of wars and entering a 
time when service-connected disabilities, or disabilities generally, are 
not associated with the service. On the other hand, veterans are 
growing older and require certain types of medical or hospital care. 

What is the principal shift in responsibility in the case of veterans? 
1 am speaking about domiciliary care; I am speaking about tubercu- 
losis care; and I am speaking about mental and general medical care. 

Will you kindly comment on the general shift in the whole picture 
and how it can be met ? 

Mr. Wuirrier. I think T had better leave that to Dr. Middleton. 

Dr. Mippiteron. Mr. Chairman, the picture is a changing one, 
largely by reason of the aging population, as you have gathered. 
This imposes an increasing incidence of certain types of mental dis- 
eases and degenerative diseases that may be characterized as the 
diseases of blood vessels and heart, hypertension, cancer and the like. 
For example, we have 30,000 veterans with cancer admitted each year 
to our hospitals. 

Mr. Osrertac. That comes under general medical care? 

Dr. Mippteron. Yes, and surgical care; yes, sir. 

The importance of the neuropsychiatric problem is familiar to all 
of us as stated by the Administrator; every other bed in civilian 
life is occupied by a mental patient. About 60,000 out of 114,000 VA 
beds will be occupied by neuropsychiatric patients. 

Tuberculosis load is decreasing. This decrease has been very reg- 
ular for the last 3 years, conditioned by the early recognition and 
availability of antituberculosis drugs and surgery. The important 
point to bear in mind is that the actual incidence of tuberculosis has 
not decreased proportionally to the mortality rates from tuberculosis. 
In 1946, 5 percent of the veterans with tuberculosis died. In 1956, 
1 percent died. In 1946, only 20 percent of the tuberculosis patients 
were noncommunicable. Presently, 80 percent of the veterans with 





pe ah ESRD LIE IOI ES 


586 


ane are noncommunicable by reason of these antituberculosis 
drugs. 

These are very important figures because it has meant that while 
we are admitting almost as many patients with tuberculosis as we 
did 10 years ago, by reason of these improvements these beds are 
used more frequently. The length of time in residence has decreased 
from 315 days (1953) to 235 days (1957); so the bed can be used 
that much more frequently. The curve that was shown to you on the 
chart indicates the occupancy of tuberculosis and it is an area 
in which there will be adjustments. 

The difference in the overall picture insofar as general medical 
service is concerned, I think,.is familiar to you because in this area 
we are seeing a steady phasing out of the acute and service-connected 
illnesses. Accordingly, there is an increasing load of non-service- 
connected and a decreasing load of service-connected veterans. 


ADJUSTMENTS TO MEET SHIFTING OF PROBLEMS AND CASES 


Mr. Osterrac. Dr. Middleton, how do you propose to shift or make 
adjustments to meet the rise and fall of the various types of problems 
or diseases or illnesses? 

Mr. Wurrtter. I think, Mr. Congressman, you are on a point that 
we have been discussing. 

Actually on the matter of tuberculosis beds,. we have not been 
shifting, but we have contemplated the closing of some of these 
hospitals. It will in turn probably mean, the VA doctors have esti- 
mated that possibly seven TB hospitals— 

Dr. Mippteron. Seven TB hospitals and some wards. 

Mr. Wurrrter. Yes; depending on what plan is used. I think we 
would work out a plan whereby we could close a number of obso- 
lescent hospitals and wards in the area of something over $2 million. 

We have not decided definitely how we can save the other $3 mil- 
lion; but, of course, if we have to do that, we will live within it. 

r. Ostertac. At the direction of the chairman of this committee, 
I visited a number of the veterans’ hospitals in the western New 
York area; namely, Buffalo General Medical Hospital, the Batavia 
TB Hospital, the Canandaigua Mental Hospital, and the Bath 
facilities. In addition I visited the regional offices in Buffalo and 
the clinic in Rochester. 

That is an indication of the numbers and type of service being 
rendered in the Veterans’ Administration. For example, at Batavia, 
you have increased the responsibility of that hospital by including 
in addition to tuberculosis patients those diseases or conditions or 
medical problems which are associated with lungs and throat. 

I do not know how to describe it. 

Dr. Mippteton. Nontuberculous pulmonary disease. 

Mr. Osrerrac. Is that a part of your plan to utilize these hospitals? 

Dr. Mippieton. We have the plan whereby we would utilize the 
facilities available. In other words, we would change the mission of 
the facilities to admit veterans who were sick with nontuberculous 
pulmonary disorders. 
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ADVANCES IN NP CARE 


Mr. Osrertac. I would like to take occasion to mention that I was 
very much impressed by the very high caliber of care and service 
that is being rendered in these institutions, the efficiency under which 
they were operating, and I was particularly impressed with the 
change that has taken place in the responsibility and care for veteran 
mental patients. 4a rats. 1h 

For example, a number of years ago I visited mental institutions 
at which time they had violent wards. No sueh type of facility 
exists today because of modern and new care and treatment. Am 
right about that, Dr. Middleton ? 

Dr. Mippteron. Yes; that is right. 


AVERAGE DAILY PATIENT LOADS 


Mr. Osrerrac. It is worthy of note that these changes have taken 
place. In your overall picture, you stated an average daily patient 
load of about 139,700, did you not / 

Dr. Mippteron. Yes. 

Mr. Ostertac. How does that compare with last year ? 

Dr. Mippteron. I think Mr. Whittier could answer that better than 
1, perhaps. 

Mr. Wurrrrer. That is down 1,158, a thousand of them being the 
TB beds. 

Mr. Osrertac. What is the picture in regard to domiciliary care? 
Is the load increasing or decreasing ¢ 

Mr. Wuirrtier. There is a figure under 17,000 there. We have 
about 16,600. It is frequently a reflection really of the economic 
situation. If there are recessions, we have much more demand. 

Mr. Osrertac. In other words, if these people are unemployed or 
unable to find something to do, they finally work their way into domi- 
ciliary homes or care ? 

Dr. Mippieron. Yes, sir. 

Mr. Osrertac. In your judgment will we face an increased need for 
that type of care? 

Mr. Wurrtier. I do not mean to intrude 

Mr. Osrerrac. I am looking ahead. 

Mr. Wuirrrer. You are addressing yourself to what is as serious a 
problem as we have in our country. 

Senator Desmond, your own New York Assembly has made a fine 
study of that and proposed much legislation, so I know you are 
familiar with it. In Massachusetts we have a fine private geriatric 
clinic run by Dr. Monroe of the Peter Bent Brigham Hospital, where 
not one of the elderly patients treated has ever been referred to a 
mental institution. Prevention of breakdown is an important 
approach. 

It is an area we have to explore further. We have to be careful not 


to intrude into the private areas. In States, preventive programs are 
being pushed. 


Mr. Osrerrac. This figure of 9,200 veterans in State homes—it is 
not clear to me what that means. 

Mr. Warrtter. The Federal Government pays a 
some veterans who are in State homes. 





certain amount for 
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Mr. Osrertac. I understood, Mr. Administrator, that these were 
— in State homes for which you compensate or reimburse the 

ate. 

Mr. Wurrrier. That is right. 

Mr. Osrerrac. But what kind of a home is it? 

Mr. Wuitrmr. This is a regular State institution. 

Mr. Ostertac. I know we have many kinds of State institutions. 
What kind of a State institution would that be? 

Mr. Wuirrier. I can describe with examples of the Massachusetts 
veterans’ hospitals, or perhaps the doctor had better speak to it. 

There may be several of them. 

Dr. Mippteton. I think Mr. Birdsall has the overall picture of that, 
Mr. Chairman. 

Mr. Brrpsatt. Very briefly, aid to the State homes is under the act 
of 1888, as amended, and one of the basic requirements is that there 
must be furnished domiciliary care. 

In other words, it must be essentially a domiciliary facility, and the 
veterans for whom Federal aid is paid must be eligible under our laws. 

Mr. Osrertac. I thought most of these facilities had gone out of 
business. 

Mr. Brrpsatz. Some of them are quite modern and have included 
hospital care as an incident to the domiciliary status, and the law was 
amended to permit the payment of the Federal contribution, even 
though the man was in the hospital part of the home. 

Mr. Osrertac. Both at one time was a State home. 

Dr. Mippieron. Yes. 

Mr. Wuirrier. Subject to Federal inspection. That means they 
have to maintain a certain level of care. As a matter of fact, we dis- 
cussed that in a supplementary because the VA must determine when 
a State home reaches the proper status. 


PERSONNEL TO PATIENT RATIO IN NP HOSPITALS 


Mr. Jonas. Doctor, what is the ratio between the number of inmates 
in NP hospitals and supervisory, administrative, and medical per- 
sonnel ? 

Dr. Mippteton. The ratio of employees to patients is 71 to 100, and 
this amendment or aid that we have sought, would have brought it 
up to 74.8 per 100. 

Mr. Jonas. What are the comparable figures in State institutions? 

Dr. Mippteron. The figures in St. Elizabeths, which I hesitate to 
quote, are about 40 per 100, so that we are almost twice as well staffed 
as St. Elizabeths. 

Mr. Jonas. Are statistics available on that? 

Dr. Mippteton. Yes. 

Mr. Jonas. Can you furnish that comparable figure for the record ? 

Dr. Mipptetron. Yes, sir. 

(The information requested is as follows :) 

St. Elizabeths has a staff of 2,754 with a patient load of 7,000. There are 39 
employees for each 100 patients. 

Mr. Jonas, How much of the $10 million you are budgeting for 
research goes into mental research ? 

Dr. Mippreton, $1,250,000. That represents an increase from 
$125,000 4 years ago, so it has been a 10 times increase in 4 years. 
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Much of this allocation is determined by the availability of personnel 
to carry on the work. 


Mr. Tuomas. Were you talking just generally or one specific class 
of medicine? 

Mr. Jonas. NP hospitals generally throughout the service, 

Mr. Tuomas. Generally throughout the medical service, NP, TB, 
and general hospitals, it is in excess of 1 for 1. 

Dr. Mippteron. Yes, the GMS employee to patient ratio is 1.4; 
tuberculosis is about 1.2; and then NP is 0.71. 

Mr. Jonas, Doctor, will you furnish for the record the exact facts 


and figures to incorporate in the record with the approval of the 
chairman ¢ 


Dr. Mippteton. Yes, 
(The information requested is as follows :) 


During fiscal year 1957 the employee to patient ratios were NP hospitals, 0.718; 
TB hospitals, 1.221: GMS hospitals, 1.375. 


MEDICAL RESEARCH 


Mr. Jonas. Where will your research be conducted—in the hospital 
through your own people? 

Dr. Mippteton. Yes, 

Mr. Jonas. No grants to outsiders? 

Dr. Mippieton. No. 

Mr. Jonas. It will be conducted by physicians, doctors ? 

Dr. Mippteron. Supervised by physicians, and perhaps in instances 
where special laboratory work is necessary, as well as biochemists 
and neurologists. 

Mr. Jonas. Will it be a part of their other duties or are they work- 
ing exclusively on this? 

Ir. Mippteton. With one exception, the laboratory in Pittsburgh, 
they will be doing other duties and supervising employees in the 
wards and/or in the laboratories. 

Mr. Jonas. What will most of the $114 million be spent for? 

Dr. Mippteton. Practically all is technical help, equipment, and 
supplies. 

Mr. Jonas. Instead of personnel? 

Dr. Mippteron. Yes. The personnel, of course, have the special 
skills—not the physicians’ skills. 

Mr. Jonas, ts the incidence of mental illness increasing in the 
United States? 

Dr. Mipp.eron. It all depends on your opinion. My own impression 
is that it is at a rather fixed level though there is some indication 
that it is on the increase. 

Mr. Jonas. Wouldn’t an increase be indicated by reason of the 
fact that the pressure is now on NP hospitals ? 

Dr. Mippteron. And growing population. 

Mr. Jonas. If it is increasing, would you—that will be an easy 
one—just briefly tell us how do you account for it ? 

Dr. Mrppteron. The aging population is the most important factor ; 
the stress and strain of modern life. 

Mr. Jonas. Is it not increasing in the younger group ? 
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Dr. Mippteron. That is what I am referring to—stress and strain 
and genetic factors that enter into this picture would have to be a 
part of your consideration. 

Mr. Tuomas. Gentlemen, let us get back around one if we can. 


AFTERNOON SESSION 


Mr. Tuomas. Come to order, gentlemen. 

We now have for further consideration this afternoon the Veterans’ 
Administration. 

Mr. Yares. Mr. Chairman, we forgot to ask one other question. I 
had gone into the requests by the Veterans’ Administration of the 
Bureau of the Budget, and there is one field that I wanted to ask 
about particularly that I did not inquire into, that is the appropria- 
tions for medical research. 

I note on page 3 of the Administrator’s statement, paragraph 
2, the amount that has been authorized for medical research of 
$10.344.000; is that correct? 

Mr. Ketsry. Yes, sir. 

Mr. Yares. How much did you ask the Bureau of the Budget for 
for medical research ? 

Mr. Ketnsey. $12,500,000. 

Mr. Yates. Was there any reason given for cutting you down? 

Mr. Kersey. Simply a cutback to the 1956 level. 

Mr. Yates, What is the total medical budget ? 

Mr. Baxer. $806 million. 

Mr. Yates. That means what? It was roughly less than 1 per- 
cent for medical research; is that right? Less than 1 percent ? 

Mr. Baker. Yes. 

Mr. Yates. Dr. Middleton, what research do you want to do, which 
will be omitted as a result of the cutback by the Bureau of the Budget? 

Dr. Mippteron. Dr. Cummings, Director of Research, is here, and 
he can answer that question better than I can. 

Dr. Cummines. We have envisioned a program of studies in the 
area of problems of aging, which we feel we are required to pursue 
because of our rapidly aging veteran population, and it is this area 
particularly that we could not pursue with the current level of 


Ere : De 

Mr. Yares. I have some statistics here that indicate that aging is a 
key factor. According to the figures I have, the Veterans’ Adminis- 
tration patient load increased from approximately 50,000 veterans in 
1937 to about 115,000 in 1957, and during that same period of time 
the number of elderly hospitalized veterans has increased approxi- 
mately 10 times. from 5,000 to the average of 55,000. That meant 
50,000 average in 1955, and over that in 1957. Are those figures 
correct ? 

Dr. Cummrines. Yes, sir; they are correct. 

Mr. Yates. In view of this, many of your beds are used to hold 
aging veterans, aren’t they? What is it that you want to do in con- 
nection with that, in order to rehabilitate them so that the beds are not 
used as long as they are now? Is that what you want to do? 
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Dr. Cummines. Ultimately, our objective will be to rehabilitate the 
disabled, elderly veteran, so that he can return to some productive 
place in his community. We will attempt to do this through a two- 
fold approach. One of them is geared to basic studies which would 
give us a better understanding of the aging processes, particularly 
the degenerative processes, that are associated with the aging. The 
second approach will be in an area in which we are peculiarly, by or- 
ganizational lines, equipped to handle; that is, the evaluation of the 
clinical problems that face us, We would like to explore more de- 
finitive diseases, such as atherosclerosis, that lead to heart diseases and 
strokes in these elderly veterans. We are also particularly interested 
in a broader attack on the digestive diseases which are common among 
veterans in the older age bracket. 

Mr. Yates. Do you do any research in the field of cancer? 

Dr. Cumminus. Yes, sir. We have a cancer-research program that 
is cooperative with the National Cancer Institute and with the Atomic 
Energy Commission and other non-Federal agencies. We are study- 
ing the newer chemicals in the treatment of cancer in the nationwide 
program now underway. In addition to that, this large, cooperative 
venture that is going on, we have a large number of individual studies 
being carried out in our Veterans’ Administration hospitals. 


REDUCTION IN TB PATIENTLOAD 


Mr. Yates. We have heard all morning about the drop in your tuber- 
culosis patientload. In your report to Congress a year ago, you stated 
that the intensive application of the new drugs against tuberculosis 
had resulted in the a, of approximately 3,000 tuberculosis patients 
in the hospitals. Is it o esitlle that your research programs may lead 
to similar good results in the fields of cancer, heart disease, and mental 
disease ¢ 

Dr. Cum™ines. L think it is indeed possible that, in due time, the 
knowledge gained through research will have the same favorable im- 
pact on decreased numbers of hospitalized patients with these diseases. 

Mr. Yares. As a matter of fact, the saving is as a result of im- 
provements you made in the tuberculosis program, which amounts to 
upproximately $38 million, doesn’t it ? 

Dr. Cumaines. That is correct. 

Mr. Yares. In appropriated funds? 

Dr. Cummings. It is a saving to the Nation’s economy; I am not 
sure it is a saving to the Veterans’ Administration. 

Mr. Yares. How do you arrive at the figure of $38 million? 

Dr. Cumarnes. Mr. Rosen might elaborate on this particular point. 
The shorter duration of stay affects it, as well as the total decreases in 
the number of patients treated. 

Mr. Yares. I would like to have that breakdown, if Mr. Rosen has 
It. 

Mr. Rosen. Right now, we do not have it. The patient load in the 
hospitals has gone down during successive years. If it had not, that 
is, if the patientload had maintained itself at the levels observed prior 
to the time that the length of stay decreased, then there would have 
been required additional funds. 

Mr. Yarrs. You will supply that breakdown ? 
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(The information requested is as follows:) 


ESTIMATED REDUCTION IN EXPENDITURES FOR HOSPITALIZATION OF VA TUBERCULOSIS 
PATIENTS, Fiscat YEARS 1954-57 


Improved results in the treatment of tuberculosis are obviously the most im- 
portant single product of the VA-Armed Forces cooperative study of the chemo- 
therapy of tuberculosis. Success of the program has speeded effective treatment, 
shortened the duration of hospital stay, reduced the likelihood of residual dis- 
ability and long-term incapacity, and accelerated the decrease in the number of 
required beds. A fortunate concomitant result has been large monetary savings 
to the Nation’s economy. This has been made possible, as the efficacy of treat- 
ment has increased, by a gradual decrease in the period of hospitalization neces- 
sary to achieve optimal clinical results. Had the average daily patient load 
remained at the 1954 figure, approximately $38 million more would have been ex- 
pended during the past 3 fiscal years for the care of tuberculosis veterans by the 
Veterans’ Administration. Based on an average cost of $18 per day per patient 


and the declining patient load, estimated savings for each of the 3 previous 
fiscal years are as follows: 


Average Less eapend- 
Fiscal year daily patient| ture than 
load—TB 1954 

Dib dint naa Se Swen) bis S54 Sten > REA a dt do bn oct tlibglgudootbbhteqny IG IS bs cece sensenaree 
ae heats Ricae eh «Seba detedksinticho> Such Aiges 2 wnnanhespucndieiersquteaielivwedintatia 15, 551 $4, 213, 000 
ied iG ceitacsedmiddiaactiee<an 14, 230 12, 910, 000 
Deh ancmee Beis Seles de at ain pic uscy ia Seah oe enai mineiedivns dai bipluinaheb tine 13, 000 20, 991, 000 
Nee ane ei gee ee ee cece | 38, 132, 000 


Mr. Rosen. I do have a chart that shows the trends in this pro- 
gram and reflects the shortened hospital stay and decreased patients. 
Mr. Yates. This is on the tuberculosis program ? 


Mr. Rosen. Yes, but includes patients having tuberculosis and NP 
disorders. 


Mr. Yates. But they are not NP patients. 

Mr. Rosen. The patient may have both diseases: 

Mr. Tuomas. Any contribution that you make toward improv- 
ing the lot of tuberculosis cases or any constructive work in that line 
would be niggardly to try to measure it with a figure of $38 million. 
I think you are being a little too modest there, aren’t you? I don’t 
see how you get to that figure of $38 million anyway. You have a 
better imagination than I have. I would rather think it would be 
several times $38 million, or hundreds of millions of dollars. You 
can’t measure it in terms of dollars, the good that it has done. 

Mr. Yares. This is true. I have a figure that approximately half 
of your patients are suffering from mental illness. Is that true? 


Dr. Cummines. On any given day, half of our patients are hos- 
pitalized with mental diseases. 


Mr. Yates. This is about 60,000. 

Dr. Cummrines. Yes. 

Mr. Yates. And you have a waiting list of 16,000 that Dr. Mid- 
dleton mentioned. 

Dr. Mippteton. Yes. 

Mr. Wuittter. All non-service-connected. 

Mr. Yares. I have another figure in my notes which indicates that 
the cost of taking care of mentally ill patients has increased by 500 


percent from 1946 to 1956, from approximately $38 million to $238 
million. Is that correct? 
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Mr. Wise. To $204 million for NP hospitals in fiscal year 1957. 
The number of patients hospitalized has increased. 


MEDICAL RESEARCH 


Mr. Yares. You requested of the Budget Bureau $12,500,000. 
They allowed you $10 million. Was the $12,500,000 figure that you 
' recall a minimum amount or is any amount they allow you a mini- 
mum amount? What is the amount that you as medical practitioners 
should be using in your research program 4 

Dr. ©ummines. $12,500,000 is the amount that we believe we could 
ie y invest in the medical research program at this time. I don’t 

elieve it represents the amount which would fully exploit the re- 
search potential which exists in the Veterans’ Administration. 

Mr. Yates. Your research potential is enormous; is it not? 

Dr. Cummrines. For clinical investigations, our resources of pa- 
tients, dedicated medical staffs and the records that are available to 
us, I believe are unexcelled and unparalleled in medical history. 

Mr. Wurtrtter. Above and beyond the strict borders of medicine we 
have, in addition, of course, all the figures in the actuarial records of 
insurance which are available to research where we are now cooperat- 
ing in a cancer-tobacco problem, and we hope to have the EDP that 
Congressman Thomas Jrmmdesd a year ago as well as an analog 
computer so that the oo for research in the Veterans’ Ad- 
ministration are probably greater than in any program in the history 
of the world. 

Mr. Yates. On April 26, 1957, you testified before the House Vete- 
rans’ Committee and indicated, and I read from pages 23, 24, 25, and 
26 of those hearings—you indicated you wanted to do studies in 
glaucoma, eye diseases, epilepsy, virus, palsy, and so forth if there 
were funds available. Are any of these programs included within the 
funds that are sought in this appropriation ¢ 

Dr. Cummines. Those programs are the programs which we feel 
should have been attacked during this current fiscal year. We were 
unable to attack them because of our current level of appropriations. 
However, I should point out that within the existing program we have 
undertaken surveys of patients to detect early or latent glaucoma. 
This is of particular interest to us because we are finding it in the 
patients who are over 45 years of age. I think this is a real problem, 
associated with aging. 

Mr. Wuirrter. I was going to suggest that the Committee on 
Veterans’ Affairs has put together a book that is almost the size of 
this budget ag a which is almost a catalog of the research 
projects. I think it will amaze you when you review the tremendous 
extent of the research activities that are being carried on. 

Mr. Tuomas. Did the Congress authorize the research function ? 
I agree with you. You have the patients and the statistical informa- 
tion may be of some value in research, but it is a very small part of 
research, You don’t have the personnel for research. 

The National Science Foundation and the Department of Health, 
Education, and Welfare are planning to spend many millions of dol- 
lars for training of scientific personnel. One of the scarcest commod- 
ities of all is scientific manpower. They don’t exist today and you 
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don’t have them. You cannot get them. You are not set up for 
research. You don’t have the talent. There are two different types. 
You have a research man and a practitioner, and they usually don’t 
mix, they tell me. 

Mr. Wurrtter. Well, we need the finest medical care that we can 
obtain, and the fact that we have research programs attracts doctors. 
Research is stimulating to them. It challenges them and so many 
dedicated doctors will come to us who might otherwise not do so. 

Mr. Tuomas. There is not one out of a hundred who becomes a 
research man or a consultant. 

Mr. Wurrrrer. The consultants we have are the top doctors in 
America, I know Mr. Evins is concerned about the location of the 
new Nashville VA hospital on research at Vanderbilt University. 

Mr. Txomas. You have a lot of hospitals around the medical 
centers. 

Mr. Warrier. That is right. 

Mr. THomas. You were not set up as a research institution. 

Mr. Wurrtrer. But the VA did not originally request the full $10 
million appropriation. I think Congress determined the amount. 
Congress set us up to do research. 

Mr. Yates. I don’t agree with my good friend, the chairman. I 
have the greatest resnect for the chairman. The shining example of 
the great work the Veterans’ Administration can do in the field of 
research, in my opinion, is their tuberculosis program. This shows 
that they have made tremendous progress. If they can do it for this 
disease I don’t know why they can’t do it for other diseases, if they 
are given the opportunity. The good they are doing for their patients 
and for all mankind is of paramount importance. This is our first 
consideration. But, in addition, research helps save money for the 
taxpayers. This is an appropriations committee which is concerned 
with assuring the most economical expenditure of the taxpayers’ 
money. This the VA has already shown in its tuberculosis program. 
The testimony this morning indicated that they were able to save $38 
million in annual care of patients through what has been accom- 
plished in the tuberculosis program. 

While it. is true that this is a small portion of the total amount for 
the care of patients, but if they can use the most modern methods of 
patient. care, if the money is provided, it is probable that the total cost 
of medical care would come down as a result of the research program. 

Mr. Osrertac. I wanted to raise this point, that, as I understand it, 
there is no cutback in research money; is that correct? 

Mr. Yates. No; that is not correct. They requested $2,500,000 
more than they received from the Bureau of the Budget. 

Mr. Osrertac. I am told the appropriations that have been here- 
tofore made are somewhat comparable to what you had a year ago. 
There is no cutback in the funds as compared with the previous 
appropriations. 

Mr. Warrtter. I think we are all saying the same thing in different 
ways. There have been some additional funds that have not been 
granted. but we have slowly come up to the full use of the $10 million. 

Mr. Tromas. At one fell swoop. 

Ma. Wnurrtrer. The Veterans’ Administration’s full use of that 
amount in arranging these programs isn’t something that we could 
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do with sudden immediacy. It took some time to work out carefully 
these projects. 

As a matter of fact, the VA is taking care of its mental patients, 
but they want to do better. They can do it if they receive the funds. 
They need more money to give better care to their patients, and re- 
search helps them provide better care. 

Mr. Osterrac. That doesn’t prove much except that there might 
be expenditures in previous appropriations which would not be 
necessary in thisone. In other words, the amount of money that they 
have heretofore received, by comparison, may be less than what has 
been given today because certain obligations this next year will not 
be necessary where they have been before. 

Mr. Yates. This is not true in a research program, is it? 

Dr. Cummines. I would say to that question, sir, that certain items 
of equipment, of course, have a useful purpose for more than 1 fiscal 
year, and it is true that we were able to tool up during the last fiscal 
year. 
~ Mr. Osrerrac. That is what I meant. 

Dr. Cummines. To do good research we have tooled up to carry 
on our investigations, both clinical and basic, to meet the needs of 
the program. These planned studies far exceed our ability to sup- 
port them, and it is in this area that I think an additional small in- 
vestment would be a prudent one. 

Mr. Osterrac. Of course, there is no end to this research question 
and there is no limit to what might be done. You could appropriate 
unlimited funds and still have room for more. 

Mr. Yares. I don’t think you are interpreting his answer correctly. 
He is talking about prudent investment. He is not asking for $20 
million or $30 million. He is saying this is the additional amount 
which can be prudently invested. 

Mr. Ostertaac. I am not directing my statement at his remark, but 
I am making an observation. Federal agencies generally are in- 
volved in terrific programs of research, including some of the same 
type of programs that might be carried out by the Veterans’ Ad- 
ministration. Is there and has there been a stepup of coordination 
between your research activities and those of other Federal agencies ? 

Dr. Cummines. I believe we have a most effective liaison with the 
Federal agencies involved in medical research, particularly the De- 
partment of Health, Education, and Welfare. 

We share many mutual research interests and share many coopera- 
tive studies. Similarly, for 10 years we have been cooperating with 
the Armed Forces in cooperative medical research such as the study 
of chemotherapy of tuberculosis, so I believe there is a very close 
liaison. 

Mr. Wuittter. And it will be broadened, too. I have invited a 
number of other people from the different agencies for discussion 
with VA officials. Further, we hope to work more closely with the 
States and their programs. Mr. Brevard Crihfield, who took over 
Frank Bane’s job as head of the Council of State Governments repre- 
senting all States, has been trying to establish a stronger liaison. 

Mr. Jonas. Would you say one of the principal areas in which you 
are conducting research is in the cancer field ? 
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Dr. Cummines. In terms of major effort, our studies are in the field 
of mental health. Now, cancer and the allied diseases, such as leu- 
kemia, would also be one of our major interests. 

Mr. Jonas. We are providing millions of dollars for cancer re- 
search to the National Tinstitiates of Health and the Atomic Energy 
Commission. They are spending great sums of money for research 
on cancer. Now, would you recommend that we cut down some of 
their funds, the funds of the National Institutes of Health or that 
of the Atomic Energy Commission, and give it to you? 

Dr. Mippteron. Mr. Chairman, I think I had better answer to that 
Petite of policy. There is no intent. on the part of the Veterans’ 

dministration to usurp any field and it so happens that we have 
patients, as I said this morning, 30,000 cancer patients, in our hospitals 
every year. This is a matter of considerable importance because 
they have fields of basic research in the National Cancer Institute, in 
_ which we can cooperate and do cooperate to the fullest. We are 
making cooperative studies among these groups that have been stated 
by Dr. Cummings on the chemotherapy of cancer—a very, very prom- 
ising field. We go over to the problems of surgery and the effects 
of certain steroids in support thereof. There always arises the nec- 
essity of a mass of information which can best be gathered by an 
agency that has the responsibility for the number of patients that we 

ave. , 

Mr. Jonas. You wouldn’t advocate taking it over by the Veterans’ 
Administration ? 

Dr. Mippieron. No. 

Mr. Jonas. You understand that we have some other programs of 
considerable importance and, having a given amount of money, we 
can’t give eereay everything they would like to have? 

Dr. Mippieton. You can’t give everybody everything they want, of 
course. 

Mr. Jonas. In other words, the budgetary problem is of impor- 
tance ? 

Dr. Mippieton. Oh, yes, sir. 

Mr. Ostertae. Dr. Middleton, this program is associated with re- 
search in many ways, including outside contracts or contracts with 
other institutions and agencies; is that correct ? 

Dr. Cummines. Sometimes it is more advantageous to have a serv- 
ice performed if it involves research done outside the Veterans’ Ad- 
ministration. We do have the authority to enter into contracts. At 
this moment, this particular phase of our program is quite limited. 
Our contracts are with agencies such as the ational Academy of 
Sciences, the Bureau of Standards, and other similar institutions, but 
by and large our research program is primarily an intramural one. 

Dr. Mippteron. May I take a mild exception to the statement that 
research is not a function of the Veterans’ Administration. 

a Txomas. You have done it before and you don’t have to be too 
mild. 

Dr. Mippteron. The problems with which we are confronted in the 
Veterans’ Administration are of such magnitude and importance that 
we would be untrue to our true mission if we did not seek causes in 
attempting to find remedies for the diseases. This naturally leads 
the curious-minded man into the fields of laboratory and clinical 
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study. It is directed toward this particular mission. I think you can 
see that, as is shown on this chart before you, our research projects 
na ee responsive to the demands of our basic diagnostic load and 
problem. 

Mr. Tuomas. Being curious-minded and research-minded and all of 
that is one thing, but you were not set up by Congress to be a research 
institution. You read your basic act and see if you can read it into it. 

Dr. Mippieton. If the Congress in its wisdom does not admit that 
ag srs should seek causes—— 

r. Tuomas. What does the statute say ? 

Dr. Mippteton. I think we can stand on the record as to what has 
been accomplished. However, we will also stand upon our primary 
responsibility of patient care and the record of its achievement. 

Mr. Tuomas. That is a good statement, and we are glad to have you 
make it. We all havea very high regard for you. Asa matter of fact, 
when many of us get sick we want to run out to see you, anyway. 

Well, gentlemen, this has been a very instructive discussion and 
now we will bring ourselves to our normal conditions. 

Now, we have a performance budget here. The budget is organized 
into four big operating units—veterans’ benefits, insurance, the med- 
ical program, and one administration. We have some language 
changes in the act this year. As well as I remember, there were some 
changes made to consolidate Colonel Edgar’s activities in construction 
and put the repair and hospital construction in the one program. You 
have 2 or 3 other similar changes such as having the insurance pro- 
gram combined into 1 paragraph instead of 3 or 4 paragraphs. 


SUMMARY OF BUDGET REQUEST 


We will put this table which is on page 2-1 in the record. 
(P. 2-1 is as follows :) 
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Mr. Tuomas. For the fiscal year 1957, you had an appropriation of 
$4.792,114,930. 

Now for 1958 you had $4,959,824,700. 

And for fiscal year 1959 you show an increase, in round figures, of 
$8 million, which would be $4,967,552,000. What about your supple- 
mentals in 1958? Are they included ? 

Mr. Baxer. They are included. 

Mr. Tuomas. The supplemental was $6 million. 

Mr. We tts. $6,032, 000 for inpatient care. 


UNOBLIGATED BALANCES 


Mr. Tuomas. This table breaks it down. What is the unobligated 
balance, the figure for the four big activities. Break it down into 
compartments. 

Mr. Baxer. For the entire year? 

Mr. Tuomas. Yes. 

Mr. BAxer. We estimate we will have a general operating expense 
balance of around $3 million at the end of the year. 

Mr. Tuomas. Let us have a little table here. General administra- 
tion—what was it for the lst of January? Do you have it for that 
date ? 

Mr. Baxer. The obligations as of December 31 were $78,956,653. 

mene Tuomas. What will be your unoblgated balance at the end of 
the year? 
r. Baxer. We estimate slightly in excess of $3 million. 

Mr. Tuomas. Did you say the December 31 figure? 

Mr. Baxer. Yes. The obligations were $78,956,653. 

Mr. Tuomas. And the unobligated balance at the end of the year 
would be roughly $3 million? 

Mr. Baxer. That is correct? 

Mr. Txomas. What was the amount appropriated for the fiscal 

ear? 
: Mr. Baker. $161,374,000. 

Mr. Tuomas. What about general operating expenses ? 

Mr. Baxer. $10,916,233, Mr. Chairman, for General Administra- 
tion. 

Mr. Tuomas. All right. 

What about Department of Veterans’ Benefits. What was the un- 
obligated balance for the Ist of January, your most recent balance, and 
what will it be for the endof the year? 

Mr. Baxer. I think we will have over $2 million unobligated at the 
end of the year, if my memory is correct. 

Mr. Tuomas. Only $2 million? 

Mr. Baxer. It will be closer to $3 million. 

Mr. Tomas. Out of the whole program ? 

Mr. Baxer. No. That is only the general administrative expenses 
for the Department.of Veterans Benefits. Are you including the bene- 
fit appropriations ? 

Mr. Tuomas. What about the benefits part of it now ? 

Mr. Baxer. Very little unobligated at the end of the year, Mr. 
Chairman. There will be some, obviously, but it will be relatively 
negligible. 


: 
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Mr. Wetts. Our two largest appropriations need additional funds 
to meet estimated requirements, so there is no unobligated balance 
expected. 

ir. Tuomas. Even with the supplemental ? 

Mr. Wetts. That is right, sir. 

Mr. Tuomas. You made up your request for a supplemental in 
August ? 

Mr. Wetis. The supplemental that I am talking about is the one 
we were up here on last week. 

Mr. Tuomas. But you made the estimates 60 days ago, and in the 
meantime you have had a 60- to 90-day period in which to make some 
refined estimates. Have you had any trend? 

Mr. Monk. There is a possibility that our estimate for readjust- 
ment benefits could be $10 million too high. 

Mr. Tuomas. What about the other programs? 

Mr. Monk. We have asked for $256 million. We are pretty close. 
We can be $15 million or $20 million off. 

Mr. Tuomas. Would you say it is a fair guess that your unobligated 
balance will be $15 million at the end of the year? 

Mr. Monk. $15 million to $20 million. 

Mr. Tuomas. Close enough. I would like to say to the members of 
the committee that this is Dr. Monk. He is a man you can always do 
business with. 

Now, what about insurance? What about your January 31 unobli- 
gated balance or your obligations, either way you want to put it! 

First, as to administrative costs and then as to the insurance pro- 

rams. 
. You are breaking them down and you can do that, put the 2 figures 
for the full year and the first 6 months. What about that, Dr. 
Stone ? 

Dr. Sronz. That includes that. 

Mr. Baker. The obligation was $11,891,389 for insurance general 
administrative expenses. That is for the first 6 months of the year. 

Mr. Tuomas. What unobligated balance will that give you at the 
end of the year? 

Mr. Baxer. It will be very small—in the neighborhood of $200,000 
or $300,000. 

Mr. Tuomas. No more than that? 

Mr. Baxer. No, sir. 

Mr. Tuomas. What about the insurance funds themselves ? 

Mr. Baxer. The insurance appropriations? 

Mr. Tuomas. That is all the program now ? 

Mr. Wetts. Yes, sir. A balance of about $3 million is expected, in- 
cluding service-disabled veterans insurance fund. 

Mr. THomas. Would you say $3 million to $5 million; is that cor- 
rect ? 

Mr. Baxer. I understand that $3,200,000 is estimated. 

Mr. Tuomas. What about the medical program now ? 

Mr. Baxer. The obligation for medical administration at the end 
of December is $9,864,313, and that includes the $654,000 for the 
Assistant Administrator for Construction which is included in that 
appropriation. 

Mr. Tuomas. You put Colonel Edgar in there? 
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Mr. Baxer. Yes, sir. In the prosthetic research, there is an obli- 
gation of $444,000. 

Outpatient care, out of the appropriation of $78 million, there is 
an obligation of $39,324,506—roughly half of the total. That was 
at the end of December. 

Mr. Tuomas. What will be the carryover in medical administra- 
tion ¢ 

Mr. Baxer. Very little. 

Mr. Tuomas. Combine it all. We don’t expect more than a normal, 
minor amount, $1 million, $2 million, $3 million, $5 million. 

Mr.. Wist. Less than $1 million for all medical departments. 

Mr. Keusry. If we had any money, we would expect to use it for 
wage-rate increases which are accruing. 

Mr. Tuomas. You came back for $4,480,000. 

Mr. Kersry. That covers wage increases approved in the last calen- 
dar year. 

Mr. Tuomas. Six months of last year and 6 months of this year. 

Mr. Kersry. But we still have 6 months to go and we don’t have 
money for those increases which will be approved during that period. 

Mr. Tuomas. All right. What about Colonel Edgar? What shape 
is he in? Let us see the construction program here. What is his 
unobligated balance? TI see you are asking him to use about $50 mil- 
lion of what he has on hand. How much does he have on hand as of 
January 1 of this year, about $85 million ? 

Colonel Enear. $142,884.611 as of December 31. 

Mr. Tuomas. What will be the contemplated unobligated balance 
at the end of the year? 

Mr. Baker. About $108 million. 

Mr. Txromas. $108 million unobligated ? 

Mr. Baxer. Yes, sir. 

Mr. Tromas. Will that leave the colonel enough operating money 
for plans and specifications and drawings? 

Colonel Enear. We think to progress in an orderly manner, we do 
feel that that will be sufficient. 

Mr. TxHomas. You haven’t been spending any money, Colonel. 
What has been the matter? Has the Bureau of the Budget been 
telling you to slow down? 

Colonel Epéar. We have obligated about $30 million in contracts 
and we will put out an additional $30 to $35 million by the end of 
the year. 

Mr. Tuomas. How much money did you have obligated for the 
1958 appropriations alone? 

Mr. Baker. $42.500,000 was appropriated. 

Mr. Tuomas. What was the carryover from 1957? 

Mr. Baxer. $128 million including the MATR appropriation. 

Mr. Tuomas. What does it add un to right now, quick? 

Mr. Baker. Out of a total available of $172 million, we expect to 
obligate roughly $65 million, and we will have a balance of slightly 
over $107 million at the end of the year. 

Mr. Tuomas. And you have about $150 million unobligated. In 
the hospital construction and rehabilitation program, you have two- 
thirds of it. Is that about right ? 

Mr. Baxer. Yes, sir. 
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GENERAL OPERATING EXPENSES 


Program and financing 





Program by activities: 
Operating costs: 
1, General administration 
2. Insurance: 
(a) Program planning and direction.. --- 
(6) Field operations: 
(1) Executive administration. _. 
(2) Insurance operations. - .----- fe 
(3) Office services_ ...._-.-- SSS 
3. Veterans benefits: 
(a) Program planning and direction__---_- 
(b) Field operations: 
(1) Executive administration__- 
(3) Oowtatt. 0 iss5-. 5 
(3) Compensation and pensions_- 
(4) Voeational rehabilitation and edu- 
WME. <.o8 be 2s ose 
(5) Loan guaranty-.--_---- 
(6) Guardianship.__...-_.- 
(7) Office services... 


Total operating eosts_ _- 


Capital outlay: 
1. General administration 
BN. Ee. oes Sea age Si ek 
3. Veterans benefits... ___ 


Total. capitel _outlay..........._.........- 
TO pees CONSE... ©. ae 28d54 500s ds 
4. Relation of costs to obligations: 
Costs financed from obligations of other years, 
I a ee 
Obligations incurred for costs of other years, net_ 


: Total program (obligations).._....____- 
Financing: Unobligated balance no longer available _ 


New obligational authority.._...........__.- 
New obligational authority: 
SR 255. fois ec a ee 
Transferred to “‘ Inpatient care’’ (71 Stat. 179)..........--- 
Appropriation (adjusted) 



































1957 actual | 1958 estimate | 1959 estimate 
|—____— 
$13, 012, 240 | $11,000,573 | $11, 376, 905 
2, 043, 137 2, 311, 000 2, 316, 000 
x17, 494 135, 915 120, 000 
19, 062,809 | 17/986, 278 16, 698, 200 
3, 288, 673 3, 227, 807 2, 941, 800 
3,73, 559 | 4, 365, 787 4, 132, 163 
| 
3, 144, 280 3, 379, 063 3, 369, 298 
9, 918, 301 10, 012, 039 | 9, 490, 486 
22, 776,994 | 24, 340, 430 24, 735, 506 
| 27,123,629 | 25,921,817 | 23, 287, 634 
17, 643,180 | 14, 591, 607 10, 946, 642 
9, 293, .216 9, 908, 678 9, 988, 976 
28, 389, 238 | 29, 860, 579 29, 169, 995 
_ feces — 
159, 586, 750 | 157, O41, 573 148, 523, 505 
152, 697 55, 427 58, 095 
122, 745 152, 000 | 124, 000 
931, 720 920, 000 | 876, 400 
1, 207, 162 | rt 127,427 1, 058, 495 
140, 798, 912 | 158, 169,000 | 149, 582, 000 
| aSG1 O0Br yc. 2. ee oko 2 
130, 853 | 
ee EE 
160, 612,869 | 158, 299,853 | 149, 582, 000 
| 1, 689, 261 3, 074, 147 | 
_.| 162, 302,130 | 161, 374, 000 000 | 149, 582, 000 
| 163,027,180 | 161,374,000 | 149, 582, 000 
UE OOO are 
anepmenngetp ion momennenenntas | ine 





162, 302, 130 | 


161, 374, 000 | 





| 149, 582, 000 
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Object classification 












































1957 actual | 1958 estimate | 1959 estimate 
Total number of permanent positions... .................-..-.- 30, 747 | 27, 523 25, 825 
Full-time equivalent of all other positions__ ioe 20 | 8 y 
Average number of all employees. --......-....-...--.-.-----. 28, 081 25, 554 23, 994 
Number of employees at end of year_-_-.._.--_-- - + 27, 455 25, 014 23, 725 
. Average GS grade and salary - -- -| 5.6 $4,795 5.7 $4,832 | 5.6 $4,823 
91 Personal services: j 
peer mmnennee «8 8 A A | $133, 031, 658 | $123, 304,238 | $116, 201, 949 
Positions other than permanent, __._-..-._........---. 00,977 | 48, 149 26, 000 
SIGE TID cave nn ngs ancncnsaeancetawenh 1, 421, 959 | 1, 340, 888 1, 164, 340 
es << eae | 
Total personal services_. ----| 184, 554,504 | 124, 693, 275 117, 392, 289 
02 Travel: 
Employee - - _-- nasal 2, 866, 788 2, 859, 807 2, 698, 998 
Se aos heh ea Shan hanes nda 251, 014 | 238, 000 | 211, 000 
03 Transportation Om 2s GL acces ee i 547, 164 | 316, 000 | 268, 471 
04 Communication services so] 2, 687, 906 | 2, 752, 016 2, 761, 686 
05 Rents and utility services_- i 2, 107, 427 | 2, 259, 587 | 2, 575, 947 
06 Printing and reproduction- 1, 461, 082 2, 197, 959 2, 126, 722 
07 Other contractual services _ - 10, 037, 010 | 9, 736, 846 8, 744, 336 
08 Supplies and materials_- | 2, 028, 807 | 1, 699, 096 1, 702, 945 
09 Equipment. } 1, 207, 162 | 1, 128, 012 1, 058, 495 
11 Grants, subsidies, and contributions - 2, 537, 067 10, 217, 621 9, 972, 281 
13 Refunds, awards, and indemnities. -__- ‘ 471, 154 | 40, 000. | 40, 000 
15 Taxes and assessments. “ 37, 508 | 30, 781 28; 830 
Subtotal_. mace e - ‘160, 794, 678 | -* Se | 149, 582, 000 
Deduct quarters and subsistence charges.......__._..._.--_-.- 66 | Bik. Cibhdeaddudownaa 
Total costs_.._. eect 160, 793, 912. 158, 169, 000 | } 149, 582, 000 
Costs financed from obligations of other years, net (hs. hd —181, 043 + Be dcthibledtia is0 
Obligations incurred for costs of other years, net __ ao 130, 853 calibeitiies apinciaincciem 
"TR CN nents Seek contedonuen.caace ee | 160, 612, 869 | 158, 299, 853 149, 582, 000 


Mr. Tuomas. Let us take a look at general operating expense now. 


That covers all operating expense in the Office of the Administrator, 
the Office of the Deputy Administrator for Administration, and all 
administrative services in the insurance pro gram, in the benefit: pro- 
grams; it covers all administrative expense for all programs except 
the medical program ¢ 

Mr. Wurrrtrer. That is correct, sir. 
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GENERAL ADMINISTRATION 


ASSISTANT ADMINISTRATOR FOR ADMINISTRATION 
Mr. Tuomas. You say on page 6-25: 


The Assistant Administrator for Administration formulates and recommends 
to the Administrator general policies and plans of VA-wide application pertain- 
ing to (@) purchasing and supply, and (b) office operations and administration. 

He advises and assists the heads of the departments and other top 
officials in connection with, and appraises for the Administrator, the 
effectiveness and economy of these activities; responsible for the 
housekeeping and service functions incident to the maintenance of the 
central office; responsible for the management of the VA supply fund; 
directs special studies and research in programs, practices, and tech- 
niques in areas for which he is responsible to evaluate their possible 
application to the Veterans’ Administration. 

Where do you have any table setting it out 

Mr. We tts. The table is on page 6-24. 

Mr. Tuomas. That doesn’t cover it. That is other objects and costs. 

Mr. Wetts. Total employment ig shown at the top of the page. 

Mr. Tuomas. I am talking about substantive matter. 

Mr. Baxer. Going forward from there on pages 6-25, 6-26, and 
6-27. 

Mr. Tuomas. Have you got it in a little table there someplace ? 

Mr. Baxer. I am not sure I understand what you want, Mr. Chair- 
man. 

Mr. Tuomas. I want you to list 1, 2,3, 4, 5—those functions. 

Mr. Harper. On page 6-26. 

Mr. Tuomas. Does that table in the middle of page 6-26 get it ? 

Mr. Harper. Yes, sir. 

Mr. Tuomas. Not when I read this first full paragraph at the top 
of page 6-26—that doesn’t get it. 

Mr. Novorny. Those are three services within the AAA. 

Mr. THomas. Will you please step up, Mr. Novotny? You are the 
gentleman we are talking eu: You are the Assistant Administrator 
for Administration. Tell us right quick, break your activities down 
into crisp heads here. I see that it says here that you are responsible 
for the management of the supply fund. You have a tab set up on it. 
Give us other functions where you have a tab set up where we can 
look at it and without reading the whole narrative. 

Mr. Novotny. On 6-28 the Office Methods Service-is broken down 
at the bottom of the page, which shows the data processing division. 

Mr. Tuomas. That is just one of your functions. If you can spell 
out your functions, then we won’t have to read all the language. 
Can you enumerate them? We are not quarreling with you, because 
it is all set out in narrative form: 

Mr. Wurrrier. At the top of page 6-29 the organizational elements 
placed under the jurisdiction of this Service are as follows, and it 
lists the Office Services Division, Finance Division, Central Office 
Supply Division, Machine Records and Accounting Division, Visual 
Aids Division and Publications Division. 

Mr. Tuomas. There you are. I looked all over the justification 
for it last night and could not find it. Isthat all of them ? 

Mr. Novotny. That is the Office Administration Service. 











ee 





605 


Mr. THomas. You have 6 or7 duties besides that. 

Mr. Novorny. Yes, sir. Now, on page 6-28 there is some more of it. 

Mr. Tuomas. That is narrative. Have you got it all set out in one 
program ? 

Mr. Novorny. No, sir. 

Mr. Tuomas. Now, will you detail for us right quick the different 
functions and the employment in each one of those functions? 

It shows for the fiscal year 1957 you had 1,013 employees, of which 
916 were in the department and 97 were in the field. 

For 1958 you have 741, and they are all in the department. 

For 1959 you have 743. 

Now, give us a breakdown of the heads and the numbers you have 
in your organization comprising the total of 743 employees. You 
have eight in the Office of the Assistant Administrator for Admin- 
istration. You have eight in your immediate office; is that right? 

Mr. Novorny. Yes, sir. 


OFFICE METHODS SERVICE 


Mr. Tuomas. You have a Data Processing Division with 11 
employees. What do they do? 

Mr. Novorny. I would like to refer that to Mr. Hoener who has 
charge of the electronic data processing. 

Mr. Tuomas. How much electronic equipment do you have? 

Mr. Wuirrter. We have ordered the IBM 705-III for insurance. 
We have set up feasibility studies for the other departments. 

Mr. Tuomas. Are you completely mechanized in Washington? 

Mr. Wurrrier. No; we are not. Two-thirds of our insurance oper- 
ations will be as of 1959. We programed the EDP installation for 
about April of 1959. We are conducting feasibility studies in the 
other areas so that we will be able to move forward on a united front. 

Mr. Tuomas. What have you done in medicine? 

Mr. Wuirrier. We have 12 people set up on a specific feasibility 
study. We have gone outside to get Ernst & Ernst to work with us, 
and they are investigating two possible uses of EDP, one in the 
analog and research area, and the other in the supply activities which 
might possibly be combined with other departments. The reason 
it 1s all combined under AAA is that we want to make sure we are 
not losing out in 1 field where we can use that same machine for 
2 or 3 other departments. So, although each department is moving 
ahead, Mr. Novotny is coordinating the whole thing. 

Mr. Tromas. How long has he had the job? 

Mr. Wuirtier. He is brand new in the job. Mr. Grady Moore 
has gone to the Philippines. 

Mr. Tuomas. Well, welcome to your new position, Mr. Novotny. 
What is your home State? 

Mr. Novorny. Ohio. 

Mr. Tuomas. Welcome aboard, sir. How does he use these 49 
people in the Equipment Branch? What do you need with the 49 
people? They are not all operators, by any means. 

Mr. Harper. I am Director of the Office of Administration Serv- 
ice. The Office Methods Service consists of four divisions and the 
Office of the Director. The Data Process Division covers the field 
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of electronic data processing and also has responsibility forthe over- 
all electronic accounting’ machine program’ which is: still a large 
undertaking. 

Mr. Tuomas. What do those 49 people do? They don’t operate 
the machines. . 

Mr. Harper. They develop the studies necessary for determina- 
tions. 

Mr. Tuomas. Have you any green sheets on them ? 

Mr. Baxer. Not broken down separately. 

Mr. Harper. I am talking about the data-processing people, which 
numbers 11, the General Administrative Division 

Mr: Tuomas. Do you have the green sheets on the four positions? 
What is their grade? Are they professional or technical people? 

Mr. Harper. I can give you the information on that. 

Mr. Wurrrrer. While he is looking for that, I think one of the 
areas is methods and procedures. That group surveys the activity 
constantly to see whether or not they can improve operations and so 
save money. 

Mr. Harper. There is a head of the division there. 

Mr. Tuomas. What is his classification ? 

Mr. Harper. Supervisory automatic data processing systems 
analyst. 

Mr. Tuomas. What is his civil-service rating? 

Mr. Harper. Grade 14. 

Mr. Tomas. Go ahead. 

Mr. Harper. There is a grade 13 systems analyst, a GS-12 systems 
analyst, a grade 11 systems analyst, and 2 grade 11 management 
analysts (machine records), and then there are 2 grade 9 manage- 
ment analysts, and 3 clerical and stenographic people. 

Mr. Tuomas. What are they by education and training—engi- 
neers—electrical, mechanical ? 

Mr. Harper. They are trained. 

Mr. Tuomas. Technicians? 

Mr. Harper. They are trained in systems and analysis. Some have 
come up through holding various jobs in the electrical accounting 
machine field and are trained analysts in electrical accounting work. 





OFFICE ADMINISTRATION SERVICE 


Mr. Tuomas. What about the Office Administration Service? 

Mr. Harper. The Office Administrative Service ? 

Mr. Tuomas. Yes. That is'the big classification. 

Mr. Harper. That. has the breakdown of six divisions in addition 
to the Office of the Director, in which office overall supervision, con- 
trol, and direction are exercised, and there is also the responsibility 
for space management involving the various space allocations to the 
agency. There are two staff assistants and a secretary. 

In the Finance Division, there is the Employee Account Section 
which is responsible forthe payroll of all central office employees. 

Mr. Tuomas. The field takes care of itself at its various installa- 
tions; is that correct? 

Mr. Harser. Yes, sir; and, of course, there is an agent cashier who 
collects and handles cash. There is an Office Services Division which 
is the largest single segment of the office. In that we have the mis- 
cellaneous activities involved in processing of incoming and outgoing 
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mail, maintaining the master index and claims folder master locator 
files, and such things as the operation of the telephone and teletype 
and other communication facilities in the central office. 

Mr. Tuomas. Why do you increase your Office Methods Service 
from 40 in 1957 to 49 in 1958, and then to 50 in 1959? 

Mr. Harper. We increased our Office Methods Service primarily be- 
cause of the additional responsibility, whihe Mr. Whittier mentioned, 
of centralizing in that service the functions of leadership and coordi- 
nation necessary to insure a VA-wide approach in the areas of elec- 
tronic data processing systems. 

Mr. Tuomas. You don’t have that working yet ? 

Mr. Harger. The job is that of working with the departments in 
their programs of getting it going. 

Mr. Tuomas. Where is your breakdown on your supply fund? 

Mr. Harper. Supply Management Service? 

Mr. THomas. You don’t list 1t under this litle short table here. 

Mr. Baxer. At*the top of page 6-28. 

Mr. Harper. Are we talking about Supply Management Service, 
consisting of 31 people; is that correct ? 

Mr. Wuirrier. That is correct. 

Mr. Tuomas. No. I used the wrong term. The VA supply fund. 
Whereabouts is that broken down? You have a separate table for it. 

Mr. Wurrrter. That is page 7-1. 

Mr. Tuomas. That is a 8 you confuse me. That is the only one 
you have a big tab for. 


JUSTIFICATION DATA FOR OPERATING EXPENSES 


Did we put page 4-1 in the record at the beginning here? Put that 
in, and also page 4-2, and let us put page 6-1 in the record. 
(PP. 4-1, 4-2, and 6-1 are as follows:) 


GENERAL OPERATING EXPENSES, VA, $149,582 000 


This appropriation provides funds for executive direction of the Veterans’ 
Administration and general administrative expenses involved in administering 
the several direct benefit appropriations and the insurance program. 

The “General operating expenses” appropriation supports the following three 
major segments of the agency: General administration, the Department of In- 
surance, and the Department of Veterans Benefits. General administration in- 
cludes the Office of the Administrator and supporting staff offices with the excep- 
tion of the Assistant Administrator for Construction which is financed by the 
“Medical administration and miscellaneous operating expenses” appropriation. 

The appropriation request of $149,582,000 for 1959 is $11,792,000 less than the 
amount appropriated for 1958 and $12,720,130 less than the amount appropriated 
for 1957. Total workloads of the various programs, with the exception of the 
loan guaranty and the vocational rehabilitation and education activities, are not 
expected to change significantly from those presently estimated for 1958. A 
decline in the vocational rehabilitation and education activities is expected as 
an increasing number of veterans exhaust their entitlement to benefits or become 
ineligible as a result of statutory time limitations. Similarly, a decline in cer- 
tain loan guaranty activities is being estimated due to the expiration of author- 
izing legislation as of July 25, 1958. 

In addition to the reductions in appropriation requirements that are based 
on reductions in workloads, there are other reductions reflected in these esti- 
mates which result from improved procedures and other economies that have 
been effected. 
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The following table presents actual employment and costs in fiscal year 1957 
compared with estimated for fiscal years 1958 and 1959 by these organizational 


segments. 


Explanation and justification of amounts requested for these organi- 


zational segments is contained in the succeeding sections of this book: 


Comparison of employment and costs by departments 





Department 


General administration: 


Average employment ----..- hiatahiitiaae pallies 


Costs: 
01 Personal services... 
All other objects ___.....-- 


Total costs 


Veterans benefits: 
Average employment 


Costs: 
01 


Insurance: 
Average employment 


Costs: 
01 Personal services. --.------ 
All other objects 





II, ci cnteciisiinaiet tans 4 etammmaee 


Grand total: 


Average employment - -.....-........--...- 


Costs: 
01 Personal services._............-- 
Bar OGRE GOS —. so cs ce 
Total costs ___- 
Costs financed from obligations of other years, 
net (—)- 
Obligations incurred for costs of other years, ‘net. 


Total obligations. ___- 
Unobligated balance no longer available 


Appropriation or estimate._._............ 


Personal services_...............--- 
Tee EEE GN o o.oo cn neta Sccdudocecas 


Total costs. ........ AE EE OEE 



















































































Average employment: 
Departmental: 
Administrator and staff_..............- 
Medical Criteria Editorial Board __-._. 


01 Personal services: 
Administrator and staff_._....._... 


Medical Criteria Editorial Board 


CR ee ened ne ee eros 
Travel, employee 
Contractual serv ices, other 
Supplies and materials a al eed Saeki 
PIIINS Lo Bi agdaccdecdwcadessentus 
Grants, subsidies, and contributions. 
Taxes and assessments. .............--- 


Se S238 











Actual, Estimated, | Estimated, | Increase (+) 
fiscal year fiscal year fiseal year or decrease 
1957 1958 1959 (—), 1959 
over 1958 

1, 762 1, 501 1, 506 +5 

$9, 561, 558 $8, 637, 865 $8, 738, 061 +$100, 196 

3, 603, 379 2, 418, 135 2, 696, 939 +278, 804 

13, 164, 937 11, 1, 056, 000 | 11, 435, 000 Tn 000 

20, 606 18, 993 17, 897 —1, 096 

alent = enaiaieiesth 

$102, 408, 235 $96, 195, 410 $90, 472,428 | —$5, 722, 982 

20, 585, 882 27, 104, 590 25, 474, 572 — 1, 630, 018 

122, 994, 117 158, 5, CO TB, 947, 000 —7, 353, 000 

5, 446 4, 720 4, 307 —413 

$22, 584, 801 $19, 860, 000 $18, 181, 800 —$1, 678, 200 

2, 050, 057 3, 953, 000 4, 018, 200 +65, 200 

24, 634, 858 23, 813, 000 22, 200, 000 —1, 613, 000 

27, 814 25, 214 23, 710 —l, 504 

$134, 554, 594 | $124, 693, 275 | $117, 392, 289 —$7, 300, 986 

26, 239, 318 33, 475, 725 32, 189, 711 —1, 286, 014 

-| 160,793,912 158, 169, 000 149, 582, 000 —8, 587, 000 

GED Uxiouancoie de Cac ua kee ee slo eit 

et al ee I Tina ce cuin —130, 853 

160, 612, 869 158, 299, 853 149, 582, 000 —8, 717, 853 

+1, 689, 261 +-3,074, 147 |-....-- 222.22. —3, 074, 147 

162, 302,130 | 161,374,000 | 149,582,000 | —11, 792,000 

Office of the Administrator, $204,295 

Actual, Estimated, | Estimated, | Increase (+) 
fiscal year fiseal year fiseal year or decrease 
1957 1958 1959 (—), 1959 
over 1958 

17 17 B7i eis accel 

2 5 4 at | 

19 22 21 -1 

$125, 341 $126, 235 9098 908 3 si iuslivics. 

25, 860 55, 000 42, 825 —12, 175 

151, 201 181, 235 169, 060 —12, 175 

10, 954 15, 000 BS, GSO Wolk ci. 

7, 520 7, 800 Fe OR Rack antec ones 

1, 803 1, 800 | ct artic ieidl 

1, 487 1, 500 L Gee fas 2zdaccé duel. 

nsentei sotaidiactenetial’ 8, 665 9, 010 +345 

136 125 TP Tinnbibiateaan 

173, 101 216, 125 204, 295, —11, 830 
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The Administrator is responsible to the President for the administration of 
veterans’ affairs and the laws which govern them. He is directly responsible 
for the establishment of the basic policies governing agency operation; the 
development and maintenance of its basic organizational structure; the inter- 
pretation of laws pertaining to veterans’ affairs, and the establishment of supple- 
mentary regulations; the stimulation and approval of long range plans and the 
development and maintenance of favorable relations with important organiza- 
tions, groups, and individuals interested in veterans’ affairs. As head ofan 
independent agency of the executive branch of the Government, the Administra- 
tor is the adviser to the President on veterans affairs. 

Medical Criteria Editorial Board 


The Medical Criteria Editorial Board was established by the Administrator 
to evaluate on a professionally sound basis the current Veterans’ Administration 
rating schedules for the adjudication of medical disabilities. With the tremen- 
dous gains. in medical science in recent years it was recognized that the Vet- 
erans’ Administration rating schedules had not kept pace with advances in 
knowledge relating to the cause, character, and treatment of various disabilities 
and diseases. Certain disabilities once believed permanent are no longer con- 
sidered to be in that category. The Board is composed of physicians and secre- 
tarial personnel with provision for the use of such special consultant services 
as is found necessary. 


ASSISTANT ADMINISTRATOR FOR ADMINISTRATION 
OFFICE OF THE ADMINISTRATOR 


Mr. Tuomas, Let me read this sentence which appears on page 6-1 
in the middle: 

The Administrator is responsible to the President for the administration of 
veterans’ affairs and the laws which govern them. He is directly responsible 
for the establishment of the basic policies governing agency operation; the de- 
velopment and maintenance of its basic organizational structure; the interpre- 
tation of laws pertaining to veterans’ affairs, and the establishment of supple- 
mentary regulations; and so forth. 

Then also the maintenance of favorable relations with important 
organizations, groups, and individuals interested in veterans’ affairs. 
Is that a part of the act? 

Mr. Wurirrier. I don’t know whether that is in the act or not. 

Mr. Tuomas. Among his duties is the function of long-range plans 
and the development and maintenance of favorable relations with im- 
portant organizations, groups, and individuals. Is that in the basic 
act ¢ 

Mr. Birpsauu, It is not specifically in the act. It is tied in with a 
proper administration of the laws. 

Mr. Tuomas. I beg your pardon. 

Mr. Brrpsauu. It is a question of reasonableness there as to the 
administration. 

Mr. Tuomas. Are you reading something into the act which is not 
in there? 

Mr. Birpsatzi. We do have provisions in the appropriation act spe- 
cifically authorizing, by appropriate language, travel to meetings 
of organizations concern with a particular function or activity 
such as national conventions of veterans’ organizations. It is a mat- 
ter of obtaining a full understanding of what is going on in the VA 
fields concerned. 

Mr. THomas. You read this act as if it is a statutory enactment and 
mandatory upon you. This is your interpretation of the law, and the 
law doesn’t say that, does it ? 

Mr. Brrpsaty. It is an explanation rather than the law itself. 
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MEDICAL CRITERIA EDITORIAL BOARD 


Mr. Tuomas. Then, on Page 6-1, the Medical Criteria Editorial 
Board, it states that it was established by the Administrator to 
evaluate on a professionally sound basis the current Veterans’ Ad- 
ministration rating achadisitee for the adjudication of medical dis- 
abilities. When was that policy set up and how long will you let it 
stay in business? 

Dr. Mippteron. It was set up about a year or so ago. 

Mr. Tuomas. How long will you let it stay in existence? 

Mr. Wurrtter. I think until we finish the review of the VA rating 
schedule, but that is a continuing and changing area. 

Mr. Driver. The question of keeping the VA rating schedule 
current from a medical standpoint is a problem that formerly was 
handled merely on a coordination basis with the Department of 
Medicine and Surgery. There was no one part of that office responsi- 
ble for it. This Board or Se of its nature will be required 
in the Veterans’ Administration as long as the VA rating schedule 
is a living document. 

Mr. Tuomas. What about the unit over in Medical Administra- 
tion? You have some wey competent men. You have a lot of doc- 
tors. Why can’t they do it? 

Mr. Driver. This Board is composed of two individuals, a doctor 
and a secretary, and it coordinates the information which is received 
from doctors within the Veterans’ Administration, and from con- 
sultants to the Veterans’ Administration. 

Mr. Txomas. It is a thin Board, one doctor and one secretary. 

Mr. Drtver. That is right. 

Mr. Tuomas. Does the Board sit all the time? 

Mr. Driver. I think perhaps the choice of the word “Board” is un- 
fortunate. The physician who is the head of it is there all the time 
and he furnishes the Office of Compensation and Pensions with mono- 
graphs which are the results of doing research which he brings to- 
gether so that it is available to incorporate in the rating schedule to 
make sure the veterans are getting the benefit of the latest medical 
advice insofar as rating in the compensation and pension program is 
concerned. 

Mr. Tuomas. That rating is a tremendous program. 

Mr. Driver. That Office has been trying to get the work of all the 
physicians who are available to the Veterans’ Administration and the 
Director furnished monographs which reflect the latest in the fields of 
psychiatry and neurology, bronchial asthma, and pulmonary emphy- 
sema, the genitourinary system, tropical diseases, diseases of the eye; 
diseases of the ear, nose, and throat; ulcer, peptic; ulcer, gastric; ulcer, 
duodenal; ulcer, marginal (gastrojejunal), adhesions, peritoneal; 
gastritis, hypertrophic, intervertebral disc syndrome; anemia, perni- 
cious; joint motion measurements and postgastrectomy syndromes. 

Mr. Tuomas. That is most valuable, doctor. Don’t let him get away 
from you. He beats you all and beats all these private specialists. 
You hang on to him. 

Mr. Driver. He is bringing together the work of all the specialists. 


Mr. Txomas. You hang on to him because he does more work than 
anybody I know. 
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Mr. Tuomas. You had 22 employees in 1958 and 21 are proposed 
for 1959 for the Administrator’s Office. It shows a decrease of 
$11,830 in the overall cost for the operation of his office, which brings 
the cost down to $204,295 estimated for 1959. 


TRAVEL EXPENSE 


Now, you have for travel of employees, $15,000. Who does $15,000 
worth of traveling in the Administrator’s Office? 

Mr. Wurrtter. The Administrator, himself, does quite a bit, It is 
essential to attend the major veterans’ organizations meetings and con- 
ventions. They always have a number of questions about our pro- 

rams, and so you have to attend. It is proper, too, to dedicate new 
Ramvitals. I have to go to Topeka, Kans., soon, to dedicate one. 
There are our own VA managers meetings, of course. The Adminis- 
trator has quite a bit of traveling to do and it is almost inescapable. 

Mr. Tuomas. Your job is in the District of Columbia and not 
scattered all over the United States. You are in a pretty awkward 
position when the Members of Congress and agencies of Government 
want you and you are out of town and they have to wait until you 

ret back. Your job is here and not in X hospital; but, on the other 
and, when X hospital asks you to come down you feel some hesitancy 
in not going; so, your job is not an easy one. 

Mr. Wuirrier. Especially if some Congressmen take you to lunch 
and bring in some constituents who invite you to inspect the VA 
facilities in their States and personally review the problems there. 

Mr. Tuomas. Who is the Acting Deputy at the moment? 

Mr. Wuirrrer. Mr. Lamphere. 

Mr. Tuomas. Is he here? 


Mr. Wuirtter. No, sir; he is not here, Mr. Chairman. 


OFFICE OF THE DEPUTY ADMINISTRATOR 
Mr. Txomas (reading) : 


The Deputy Administrator is the principal assistant to the Administrator. He 
is responsible for the planning, direction, and control of the internal operations 
of the agency and approves for the Administrator policies and programs to 
provide maximum service to veterans at the lowest possible cost. 

He wants an increase of $1,027. He is asking for $134,824 for 1959 
as against $133,797. He has 12 people in his office. 


ASSISTANT ADMINISTRATOR FOR APPRAISAL AND SECURITY 


Now, the Assistant Administrator for Appraisal and Security. Who 
has that job now? 

Mr. Wuirrter. That is Mr. Aaron Rosenthal, a highly competent 
man. This particular group does a very fine job. 

Mr. Tuomas. What is the Investigative, Security, and Internal 
Audit function of the Office of the Assistant Administrator for Ap- 
praisal and Security? What does that group do? They are all domi- 
ciled in the District of Columbia ; aren’t they ? 

Mr. Wuirtier. This is the security organization ; yes. 

Mr. Tuomas (reading) : 


This office directs and conducts investigations, surveys, inspections, and 
special studies authorized by the Administrator or Deputy Administrator. 
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This is the secret police of the Office of the Administrator. Do you 
have too many employees? ; 

Mr. Wurrrier. No. Asa matter of fact, I think there is an increase 
of one here. 

Mr. Tomas. But, you did not have this many in 1949 or 1950. 

Mr. Wurrtier. As a management contro] device, they are excellent. 


INTERNAL AUDIT SERVICE 


Mr. Tuomas. This is building up all the time. How many em- 
ployees did you have in 1949 and 1950? ; 

Mr. Ketsry. We did not have any then in internal audit. ee 

Mr. Tuomas. Now, you have 105. You did a pretty good job in 
1950. Was this set up in 1951? 

Mr. Keusry. Yes; internal audit was set up in 1951 by this com- 
mittee. 

Mr. Wurrtter. This was one of the finest things you have done. 

When I arrived in the Department of Insurance, this group had 
just completed an internal audit in which they made about 195 recom- 
mendations. We adopted 179 of them. 

Mr. Tuomas, What is the purpose of this activity ? 

Mr. Wurrrtter. It surveys all operations. It has saved a great deal 
of money. It has tightened many areas and made fine recommenda- 
tions. 

Mr. THomas. You say it saved a great deal of money? 

Mr. Wurrrter. I know of my own knowledge of examples in the 
Insurance Department. 

Mr. Tuomas. Oh,no. This committee did that. 

Mr. Wurrtier. Oh, yes. The chairman of this committee did rec- 
ommend EDP and consolidation of offices. That is certainly true 
in the area of insurance of which I have personal knowledge, but in- 
ternal audit also accomplished and recommended many other things. 
We reorganized all of the top staff. We cut down any number of 
people, I think, in Mr. Poissant’s particular area of activity. That 
resulted in the reduction of 20 or 30 people. Any number of fine 
things were done as a result of internal audit. 

Mr. Tuomas. As I remember, this committee did that. We used 
to have a lot of fun with our distinguished friend over there about 
his setup. He did a fine job and now he has gotten rid of a whole lot 
of people, and is still doing a fine job. Perhaps, it is getting a little 
too big. A new crowd comes in and they want to get everything 
started. I thought certainly they would Yet three-fourths of them 

0. ; 
Mr. Wurrtier. It is the same group. There has not been a replace- 
ment or change. 

Mr. Tuomas. We thought they might make some changes after they 
got the lines tightened. 

Mr. Ketsry. This is a gradual building up and is not stabilized. In 
1958 the internal audit group did 44 field audits and that is out of 
about 250 field offices, including 173 hospitals and 67 regional offices. 
They plan to do about the same number in 1959. But, they’re always 
subject to special call of the Administrator, or the department heads. 
oe their work is now well organized there is still a lot of work 

one. 
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Mr. Wuirtter. They make an appraisal. 

Mr. Tuomas. Couldn’t you call in the General Accounting Office, 
who has:several thousand employees, to do this thing? 

Mr. Wuirtter. The General Accounting Office does check us. I 
discovered that it takes them quite a few months to check us. Some- 
times it is 12 months to 114 years before we get their reports. 

Mr. Tuomas. Oh, the Caeaptdoller doesn’t let anything hang 
around that long. 

Mr. Wurrtrer. Our Internal Audit Service is attempting to check 
one-third of the field installations each year. There are some areas 
that we all want to tighten and want to strengthen. Sometimes an 
agency goes outside and hires a special management consulting firm 
at considerable cost, but many times we can use the internal audit 
group to do it and save the agency a great deal of money. 

Mr. Tuomas. Whenever they find something wrong, do they turn 
it over to the General Accounting Office? 

Mr. Keusry. They work together with them. As a matter of fact, 
when they are going into an individual station, they check with the 
General Accounting Office people with the idea to prevent to the ex- 
tent practicable overlap and duplication between the two. 


SUMMING JUSTIFICATION DATA ? 


Mr. Tuomas. Mr. Reporter, will you insert page 6-4 at this point? 
(P. 6-4 is as follows:) 


Assistant Administrator for Appraisal and Security, $1,092,688 


Actual, Estimated, | Estimated, | Increase (+) 


fiscal year fiscal year fiscal year or decrease 
195 1958 1959 (—), 1959 
over 1958 
Average employment: Departmental__._.....- *106 114 115 +1 
Costs: = 
Gi Personal eerviees..i.......0.. cscs $777, 402 $821, 703 $839, 576 +$17, 873 
02 Travel, employee... -_--- sigh betepankash Ps 96, 431 125, 395 146, 000 +20, 
03 Transportation of things--.-.........-- 5, 121 4, 500 SIE  Minsinttecnducctaninieni 
07 Contractual services—other. ........-.-- 53, 473 42, 750 42, 700 —50 
08 Supplies and materials_................ 3, 166 3, 500 TE Riininatoc shen 
GR: as 6 ee Kila tiinddwigtscamic 11, 966 1, 000 1, 800 +800 
11 Grants, subsidies, and contributions -.-}...........--- 50, 990 54, 312 +3, 322 
13 Refunds, awards, and indemnities____-- NE Bodie napignicdcb hidden haat tihbheathteenns 
15 Taxes and assessments. -._............-- 269 250 300 +50 
NE i nuh pcttt Sxensbicaemeneso 948, 643 1, 050, 088 1, 092, 688 +42, 600 


The investigative, security and internal audit functions of the Veterans’ Ad- 
ministration are consolidated under the Office of the Assistant Administrator 
for Appraisal and Security. This staff organization is designed to provide the 
Administrator of Veterans’ Affairs with an independent, impartial appraisal of 
the effectiveness of agencywide policies and programs. This office directs and 
conducts investigations, surveys, inspections and special studies authorized by 
the Administrator or Deputy Administrator; directs and conducts the security 
program of the VA; directs and conducts internal audits of all activities and 
elements of the VA as a basis for protective and constructive service to manage- 
ment and advises and assists the Administrator on all matters involving these 
functions. The Assistant Administrator for Appraisal and Security acts as 
employment policy officer for the VA, represents and acts for the Administrator 
in all matters coming within the purview of Executive Order 10590; submits 
appraisals for the use of the Administrator or Deputy Administrator; dissemi- 
nates information from these appraisals to the heads of the departments and 
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top staff officials and maintains controls to assure that corrective action is 
accomplished by the responsible officials in accordance with instructions of the 
Administrator. 

Mr. Tuomas. Mr. Jonas suggests that in the morning you bring 
some of your constructive investigative reports. Now, pick out some 
good ones, or do we have to admonish you to do that ? 

Mr. Wurrtter. I think you will be pleased, sir. We will be de- 
lighted to do it. 

Mr. THomas. This unit cost $1 million; did it not? 

Mr. Wurrtier. It is a good investment for the taxpayer. 

Mr. Tuomas. Now, make your statement stand up. You are going 
to have to show $1 million worth in 1958. 

Mr. Kesey. You have the investigation group and security people 
in this program, and the $1 million does not relate entirely to the 
Internal Audit Service. 


INFORMATION SERVICE 


Mr. THomas. We understand that. How many people have you in 
the Information Service ? 

Mr. Wuirttrr. Forty-two. 

Mr. THomas. Where are they located ? 

Mr. Wuirtter. 14 in the central office and 28 in the field. 

Mr. THomas. Where are the field employees located ? 

Mr. Wuirtrer. Boston, New York City, Pittsburgh, Richmond, 
Atlanta, Dallas, St. Louis, Chicago, St. Paul, Denver, Los Angeles, 
San Francisco, and Seattle. 


‘ a Tuomas. What is the type of office they are located in in the 
eld ? 

Mr. Wurrtier. Regional offices. 

Mr. Tuomas. How do you pick out one office against the other? 

Mr. Ketsey. Pretty much a division by population. Some of them 
cover only 2 States and some of them as many as 6, with an average 
of about 4 States per man. 

Mr. Tuomas. Can’t you cover that by the central office ? 


SECURITY SERVICE 


Mr. Jonas. Isn’t there some duplication there with the Civil Serv- 
ice Commission ? 

Mr. Kesey. No; Civil Service makes a complete investigation. 

Mr. Jonas. You get your personnel replacement through Civil 
Service, don’t you? 

' Mr, Ketsey. Yes, but the largest group involved is related to the 
participation of the VA in relocation exercises where large numbers 
of people must be cleared. 

Mr. Jonas. We appropriate a lot of money in this committee to the 
Civil Service Commission to do that work, 

Mr. Tuomas. Do these people make investigations of people who 
have been cleared and then somebody writes in and says that here is 
Bill Jones who has done so-and-so and you send one of these investi- 
gators down there? When you say “security,” you don’t mean a Com- 
munist, but you mean he might have been accused of taking a napkin 
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out of a dining room and somebody wrote a letter about it. Isn’t that 
the nature of it? 

Mr. Kesey. Many of these are our managers and assistant man- 
agers to be cleared for participation in relocation exercises. 

Mr. Tuomas. If you are doing that, you are doing a job that we 
are paying the Civil Service Commission to do to the tune of about 
$260 a copy when you go to a field investigation. That is what it 
costs. 

Mr. Wuirtier. I think one complements the other. 

Mr. Jonas. I don’t understand yet what you do. 

Mr. Wuirtier. I think possibly if I may bring in the reports to- 
morrow as you requested, it might help clear it up. 

Mr. Tuomas. I don’t mean the internal audit. I mean the security 
angle. Someone made the statement when the chairman commented 
on this office costing $1 million a year—someone on your side said, 
“Bear in mind that is just half of the work. Half of the work is 
security.” 

Mr. Ketsry. About 15 percent, sir. 

Mr. Jonas. What is the security work that you do that is different 
from the work that the Civil Service Commission does ? 

Mr. Kersey. As I understand it, it supplements the work of the 
Civil Service Commission. Whatever reports that come from them 
make it possible for these people to clear any of our employees. 

Mr. Wurrtier. As you know, the Federal Government at this 
moment is engaged in a great defense operation, and a great many of 
our people must be cleared; a great many clearances must be set up; 
but, in addition to that, when the VA people move to a relocation site, 
there are certain security arrangements that must be made and we 
have charge of the security inside the agency, classified documents; 
and another thing, and this is not a matter of loyalty alone, but the 
area of misbehavior of some sort. 

Mr. Tuomas. That is the function. You have nothing to do with 
loyalty. That is not your function. 

Mr. Wurrtter. For instance, if somebody wrote a letter to the FBI 
and said there was misbehavior somewhere at one of the installations, 
we would send a team down to check the report. There might not 
be anything wrong down there upon checking, but we would not be 
acting responsibly from a management standpoint unless we had some 
means of checking reports of wrongdoing. 

Mr. Tuomas. Mr. Jonas points out that even in this second area, 
you have no such interest there. 

Mr. Jonas. If you try to discharge a man, he has to be investigated 
all over again by the Civil Service Commission. 

Mr. Wuirttrr. That is true, sir. 

aa Jonas. It looks to me that there is a lot of duplication all along 
the line. 

Mr. Tuomas. If you will look at the record, you will find that they 
are not doing any work that is conflicting with the work of the Civil 
Service Commission. This is a quasi-police force for the Office of 
the Administrator. Someone in a hospital writes in and says that 
Bill Jones sneaked out of here with 2 dozen sheets the other night. 
So, they send one of their people down there. 

Mr. Jonas. Some patient writes in and says that he is not getting 
good treatment. 
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Mr. Tuomas. I don’t believe he pays any attention to that, but does 
to a charge of misconduct or some serious charge made against some 
employee. 

Mr. Wuirtrer. In the security arrangement, there is a Presidential 
order which requires the Administrator to designate someone to handle 
the security problem. 

Mr. Txomas. How many people. do you have doing this security 
work ? 

Mr. Kersey. Eighteen estimated for 1959. 

Mr. Tuomas. We have 18 of them, they say, Mr. Jonas. 

Now, what about this travel here? It runs into quite a bit. 

Mr. Wurrrier. That is primarily for internal audit teams. They 
tour the field offices. Most of them are out in the field a great part 
of the time. Remember the tremendous and widespread facilities 
wehave. In fact. we have a team in Puerto Rico right now. 


ASSISTANT ADMINISTRATOR FOR PERSON NEL 


Mr. Tuomas. What about the Assistant Administrator for Per- 
sonnel ? 


Mr. Reporter, will you put page 6-17 in the record at this point ? 
(P. 6-17 is as follows:) 


Assistant Administrator for Personnel, $933,154 














Actual, |x Estimated, Estimated, | Increase (+-) 

fiscal year fiscal year | fiscal) year or decrease 

1957 1958 1959 (—), 1959 

over 1958 
a employment: Departmental_- el eh 112 Fag ngendt 116 | +4 

osts | 

01 Personal services____.___.._....-.-__-.- $660, 622 $752, 008 $794, 008 | +$42, 000 
02 Travel, employee. -_- sahil Gla hl 6, 512 41, 410 56, 4 +15, 310 
03 Transportation of things_........-.-.-- 439 ee 1 Re Dn tent coer 
05 Rents and utilities services.__..........]..-.....--.--- 100 : 00 +1, 000 

07 Contractual services, other__......_- 5, 927 9, 030 | 14, 684 | +5, 6! 
08 Supplies and materials...._...._______- 4, 203 6, 500 | 7, 445 | +945 
08 Equipment...._.............-. rn 9, 606 6, 877 5, 927 —950 
11 Grants, subsidies, and contributions. __|______-_- ; 46, 851 51, 370 +4, 519 
13 Refunds, awards, and indemnities __-_- OU Weil asceitendsc ae shin oe 
15 Taxes and assessments_..............-- 218 450 ~~ 400 0 | —50 
ROC ONIN 05. 3h kcith-.dscgeassrntns 688, 492 864, 726 933, 154 +68, 428 


The Assistant Administrator for Personnel advises and assists the Administra- 
tor on all matters involving personnel administration in the VA; plans and 
formulates agencywide personnel policies, programs and methods for application 
throughout the VA; furnishes advice and technical guidance to key agency and 
Department officials concerning policies and regulations governing personnel mat- 
ters in the VA; appraises for the Administrator the effectiveness and economy 
of the VA personnel program; directs the internal administrative management 
affairs of the Office of Personnel; and represents the VA in outside contacts on 
all matters relating to personnel administration. 

Conducts a management development program agencywide designed to meet 
the problem of large losses in top executive.and specialist personnel in the agency 
pending through retirement and because of the relatively high age level in this 
group. 


Mr. Tuomas. I notice you have a total of $933,154 for 1959 against 
$864,726 for 1958, an increase of $68,428. 

You have 112 employees for last year and 116 for this year. Are 
all of these people located in the District of Columbia ? 

Mr. Ketsey. Yes, sir. 
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Mr. Tuomas (reading) : 


The Assistant Administrator for Personnel advises and assists the Admin- 
istrator on all matters involving personnel administration in the VA; plans and 
formulates agencywide personnel policies, programs and methods for application 
throughout the VA. 

Who has that job this year? 

Mr. Ketsey. Mr. Powers. 

Mr. Wuirtter. Vincent Powers. 

Mr. Ketsry. He is not here, but he is on call if you want the in- 
formation, Mr. Chairman. 

Mr. Tuomas. What do these people do? 

Mr. Wuirtter. The additional people, the personnel people? 

Mr. Tuomas. Yes. 

Mr. Wuirtter. The increase from 9 to 13 was not for any real addi- 
tional people in the permanent staff, but it provides for a special 
program. 

Mr. Tuomas. You have a reorganization, and every time you re- 
organize you come up with additional personnel. at is the pur- 
pose of reorganizing? Have you an organization chart on this unit? 

Mr. Wurrtier. Yes, sir. 

Mr. Tuomas. Let us see it. In the Office of the Assistant Admin- 
istrator for Personnel you have four people. You have the ae 
agement Development peta staff and you have nine people. In 
Personnel Plans and Policy Service, 10. In Personnel Standards 
Service, 10. In the Program Appraisal Service you have 10. In the 
Personnel Operations Service you have 27, and in the Central Office 
Personnel Service you have 42. You mean these are the folks that do 
the work, do the hiring and counseling, and so forth? 

Mr. Ketsey. Yes, sir. 

Mr. Tuomas. The Civil Service Commission has a lot of people 
studying personnel standards and they are appraising atithal durv- 
ices, and they have a group working on management development and 
personnel plans and policy service, so you are duplicating their work. 

Mr. Wurrtter. No; we are implementing. We are complementing. 
If they set up certain broad classification standards, then it becomes 
important for Personnel to see what the jobs are that we have so that 
we can fit the people into those classifications. It becomes important 
for Personnel to work out a promotion policy to implement the very 
broad rulings that are given to us by the Civil Service Commission. 

Mr. Tuomas. All these people are in the District of Columbia? 

Mr. Ketsry. Yes, sir. 

Mr. Tuomas. Why do you want that travel money of $56,720? 

Mr. Wuirrter. There are a series of conferences Loli held in the 
management-development program. 

Mr. Tuomas. That is a lot of conferences—$56,000 worth. 

Mr. Kersey. It includes travel money necessary to bring from 8 
to 10 men into the central office for training in management work. 
This travel is related to the increase in trainees, 

Mr. Tuomas. How many did you train for management last year? 

Mr. Wuirrter. The way it works out is that they have a number 
of men in for 6 months. They return, and then Personnel has another 
number in. I think it was about 8 to 10 people last year. 

Mr. Kersey. It will be about the same for this coming year. 
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Mr. Wuirrier. Yes. 

Mr. Tuomas. Does the central office service that? 

Mr. Wurrtier. One personnel office has charge of all VA person- 
nel. ‘Fhen, of course, we have the breakdown in the various field of- 
fices, but it becomes important to have an agency staff and control in 
the central office. 

Mr. Tuomas. In each one of your field offices you have at least one 
man in charge of personnel. Throughout the Veterans’ Administra- 
tion, how many people have you engaged in personnel? You have 116 
here in the District of Columbia. You must have 2 or 3 times that 
many in the field. 

Mr. Wurrrier. In the Washington area we actually have more than 
the figure you mentioned if we include some of the local offices in it, 
but they are really field stations. 

Mr. Baker. 1,460 is estimated for 1959. 

Mr. Tuomas. What is the ratio on personnel? 

Mr, Baxrr. 1 to 135, 

Mr. Tuomas. Do you stay within the limitation ? 

Mr. Baxer. Yes, sir. 

Mr. Tuomas, What does that figure out to, on personnel people, 
1,460 times 135? That puts you a little over the limit, doesn’t it? 

Mr. Baxer. No, because that is applied in such a way that these 
people who work in the hospitals, for instance, the volunteer em- 
ployees, are included. 

Mr. Tuomas. What is the total employment in the VA for 1958, and 
what will it be for 1959? 

Mr. Baxer. In 1958, we expect to have a grand total, including the 
supply fund and the canteen, of 160,904 average employees, excluding 
about 40,000 volunteers. 

Mr. Tuomas. You are not adding the canteen fund in there, are 


ou? 
: Mr. Baxer. Yes, but I could give you the figures without it. I 
wanted to give you the total. 
Mr. Tuomas. Give us the total. 
Mr. Baxer. 160,904, and it will average 155,990, excluding the sup- 
ply fund and the canteen, in 1959. Those are paid employees. 
Mr. Tuomas. How does that stay within the limits? 
Mr. Baxer. There are about 40,000 without-compensation em- 
ployees added to that. 
Mr. THomas. You have 40,000 too many ? 
Mr. Baxer. They are volunteers working in the hospitals. 
Mr. Tuomas. Are they on the Federal payroll? 
Mr. Baxer. No, sir. 
Mr. Tasnycas. That limitation applies only to your employees, does 
it not? 
Mr. Baxer. We have had rulings that they are VA employees, and 
it is my belief that they are eligible for inclusion. 
Mr. Tuomas. Certainly you don’t need 1,460 people in the person- 
nel department. What in the world do 1,460 people do? 
Mr. Kersey. You have a large turnover of employees in the hospi- 
tals, and all require personnel actions, both when they come in and 
when they leave. 








619 


EMPLOYEE TURNOVER RATE 


Mr. Tuomas. What is the turnover in the entire setup for the last 
year? What was it in 1957? 

Mr. Baxer. Two percent a month on the average. 

Mr. Tuomas. Twenty-four percent, on the average, throughout the 
year. It is not but 16.5 for this coming year, and 17.2 for the present 
year for the average of the Federal Government. “ane 

Mr. Wurrtier. I think you will find that our turnover is higher due 
to the attendants and kitchen help in hospitals. 

It is not a stable type of employment with which we deal. 

Mr. Tuomas. Your turnover rate in hospitals, with the attendants ; 
would that be 3 percent a month? ; 

Mr. Wise. I would say so; close to that. That is associated with 
the economic conditions. When the Korean conflict started, we lost 
49,000 out of 160,000 employees in a 6-month period. 

Mr. Tuomas. That is kitchen help and the dining-room help in the 
hospitals. > 

Mr. Kesey. Particularly. 

Mr. Tuomas. It is associated very closely with the economic condi- 
tions in the location. 

Mr. Wise. With the spotty employment today, Government jobs 
are becoming important and attractive. 

Mr. Tuomas. The general pattern is tightening up throughout 
Government. 

Mr. Wurrtter. The turnover in Philadelphia on the premium-ac- 
count clerks is an exact parallel with the cunditialis in the community. 

Mr. Tuomas. That looks to me like it is still a little high, gentle- 
men, and it is pretty easy. 


ASSISTANT ADMINISTRATOR FOR ADMINISTRATION 


Mr. Tuomas. Let us look at Mr. Novotny’s office here, the Assistant 
Administrator for Administration. You are the housekeeper for the 
firm, aren’t you, Mr. Novotny ? 

Mr. Novorny. Yes, sir. 

Mr. Tuomas. Put page 6-24 in the record. You have 741 employ- 
ees this year against. 743 for 1959. 

And put page 6-25 in the record here, Mr. Reporter, please. 
here, Mr. Reporter, please. 

(Pp. 6-24 and 6-25 are as follows :) 





; 
{ 
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Assistant Administrator for Administration, $5,149,282 


































































































Actual, Estimated, | Estimated, | Increase (+) 
fiscal year fiscal year fiscal year or decrease 
1957 1958 1959 (—), 1959 
over 1958 
Average employment: 
Departmental... ......-..--.5.22. 4452-024 916 741 743 a2 
I RN ae skeen We lontbe ----|->---=----- 
Renee Seay 53 eee bee 1, 013 | 741 743 49 
Costs: Ea Ae yee i Ray GH ete 
01 —— services: 
epartmental.._..............---.- $3, 955, 465 $3, 259, 547 $3, a8; 742 , 195 
| Ri AR LN HFT SRNL oe es ad > ve 
bee os Oy) 4 ee 4,350,575 | 3,259,547 | 3, 313, - 54, 195 
02 Travel, employee: Departmental....___ 13, 175 20, 820 19, 028 —1, 792 
03 Transportation of things: a 
Departmental_...........--.-...- ol 217, 688 26, 950 37, 800 +10, 850 
Eo sbeiilb kb 545454 ca- sb bb gedaeed 43, naaele dp pa duet hl doen ciciret ou wees 
ee Td 261, 596 26, 950 37,800 | +10, 850 
04 Communications: "7 rr - 
pepertnentel. sb Sb cessoenbagaiek 485, 029 525, 669 555, 152 +29, 483 
db Snncor’ naib venus ouGuneevee Se ites aera oe Aa ete aoe 
Usd Sar tie ctencetucatceden chee hinbiel 485, 456 525, 669 555, 152 +29, 483 
05 Rents and utilities: my 
Departmental... ........--.......-- 232, 046 242, 016 347, 760 +105, 744 
Field_-..... wtbbih lS cakbeaindangiewd WAOO BSS S ea ag aon 499d eke 4 use dbaene 
ia ee 237, 001 242, 016 | 347,760 | +105, 744 
06 Printing and reproduction: ‘Departmental 1, 421, 188 331, 359 386, 322 +54, 963 
07 Contractual services—Other: Netsilg 
Departmental............-...-.--.--- 221, 421 206, 209 211, 775 +5, 566 
PE deeri di cheb abewcdnthuetabe tease PB Siti ii eh Lk id... 
IN ti asic Nias Stes 227, 569 206, 200 211, 775. +5, 566 
08 Supplies and materials: + ss 
Departmental 298, 178 31, 485 1 465 +10, 980 
PE sti cceencdeccwscsnenbiinwnmees TED Iniensehppedeten inh cadens lence oreo 
Total... .-.....-.------.-.------+ 357, 038 | 31, 485 cT 42, 465 +10, 980 
OOo OS OSS 
089 Equioment: 
Departmental.._...............---- 49, 355 30, 395 21, 662 —8, 733 
BED. <ctpttcbictbdncaperdbisconased 4, 804 |. _piiahinn<iascumameytbs >a aioe 
i ot 54, 159 30, 395 21,662|  —8, 733 
10 Land and structures: Field ___--.____-- WE 1 Wo ctaghtte cdl oahu diet tbesdamin cs blecces 
11 Grants, subsidies, and contributions: 
Departmental_-..........------------- so oathiigwhytiaeerwe 201, 638 213, 330 +11, 692 
—==—————SSS>S=.S - » ——————S_ OE aS eee 
13 Refunds, awards, and indemnities: 
en | ea S006 Ls oA seth i oul, 
a ilavcwids ilninshcntcdndididaia I ae acca RN ca EN 
so aenon deh ninas cee ee Sie ce el eee oe, ‘ : 
15 Taxes and assessments: Departmental. 693 272 246 —26 
— SS] EEE $$$} --—___________________ | 
Total, gross costs: 
Departmental .............-..---.------ 6,898,083 | 4, 876, 360 5, 149, 282 +272, 922 
pA ENE REL ER Ee ee See Or ah ES. Sr i ee, cdc aisewe 
eh ali ad aah 7, 422, 868 4, 876, 360 5, 149, 282 +272, 922 
Less: Quarters, subsistence, and laundries - WO iiehseniene te |-------------- -. 
Total, net costs: : Bn ee ee ae 
IE Sos kinctncumomncmiogie 6, 898, 083 4, 876, 360 5, 149, 282 +272, 922 
SCD tncicisiidincinmecadinenancusimgeinnkseaal Se BA Labdaieetibehbiicéde cadndudcnth Mati ebeaodn 
eR i sa ne a a cen os 7, 422, 102 | 4, 876, 360 | 5,149,282 | +272, 922 
| 
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The Assistant Administrator for Administration formulates and recommends 
to the Administrator general policies and plans of VA-wide application pertain- 
ing to (a) purchasing and supply, and (0b) office operations and administration. 
Advises and assists the heads of the departments and other top officials in 
eonnection with, and appraises for the Administrator the effectiveness and 
economy of these activities; responsible for the housekeeping and service func- 
tions incident to the maintenance of central office; responsible for the manage- 
ment of the VA supply fund; directs special studies and research in programs, 
practices, and techniques in areas for which responsible to evaluate their pos- 
sible application to the VA. The Assistant Administrator serves as Director 
of Disaster Relief, for VA in metropolitan Washington (except Mount Alto 
Hospital), and as the principal representative of the VA with the General 


Services Administration and other agencies, both public and private in con- 
nection with the foregoing. 


COST OF OTHER OBJECTS 


Mr. Tuomas. The cost of “Contractual services, supplies and mate- 
rials,” and “Rents and utilities” are the big items. ‘Then I also see 
“Communications” is still bigger. What is your “Communications, 
departmental,” $525,669? How do you ed that much money, and 
why the increase of $30,000 in 1959? 

Mr. Novotny. That increase is the increased cost in rates of tele- 
graphic and telephonic service and our conversion to the dial system. 

r. Tuomas. You have to pay for the overall communication sys- 

tem switchboard and trunk lines; is that it? 

Mr. Novorny. Yes, sir. 

Mr. Tuomas. And this figure is not for long distance and Western 
Union telegrams in your own office? 

Mr. Novotny. Oh, no. 

Mr. Tuomas. Let the record clearly indicate that. 

Can you give us a little, quick breakdown on the transportation 
costs and the rents and utilities costs? 

Mr. Novotny. That appears on page 6-32 and page 6-35. 

Mr. Tuomas. Now, I see that you show $5,149,282 for 1959, which 
is an increase of $272,922. 

Now, put your finger on those two items. It ought to be about page 
6-31 or 6-32. 
COMMUNICATION SERVICES 


Mr. Novorny. Page 6-34. 

Mr. Tuomas. That is to provide funds for the cost of telephone and 
telegraph and including postage other than parcel post, and it left out 
2 or 3 important words there. Is this for the entire agency or for 
the District of Columbia? It covers only the central office; is that 
correct ? 

Mr. Novorny. Yes, sir. Central office and the net control sta- 
tions. 

Mr. Tuomas. And to find the complete bill, where are we going to 
get it? We have to go to the inpatient care and the outpatient care 
items. How much is charged to your insurance offices ? 

Mr. Wurrtter. It would be very heavy if it were under 

Mr. THomas. What is the total for the communications? Let us 
wrap it up in one figure. Can you put your finger on it right away 
quick for us? Is it $2,500,000 or what? 

Mr. Baxer. It is about $6,005,000 for 1959. 
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Mr. Wurrrier. That includes mail. For example, insurance is the 
biggest mailer in the Philadelphia area. 

Mr. Vourseti. On page 6-34 you have teletype and telegraph costs 
for a total of $47,800. I wonder if we could have a word of explana- 
tion on that. 

Mr. Tuomas. An increase of $47,800. 

Mr. Harper. That difference in the communications comes about in 
various ways. There is $2,000 for the telephone services; $47,800 for 
the teletype and telegraph services, and for other communications 
costs $2,208, for a total of $52,008, 

Now, some of this detail, on that $2,000 telephone cost, that. increase 
came about because of the through-dialing system which went into 
effect; and then have an answering service at Mount Alto; and the 
net saving due to the release of the GSA guards which have been giving 
us answering service has been considerable. The $47,800 increase in- 
cludes a $25,000 item for standby equipment for the emergency hookup 
of net control stations with a relocation site, and electronic equip- 
ment 

Mr. Vursetu. I notice your total cost is $436,800 for teletype and 
telegraph service—quite a little sum of money. 

Mr. Harper. There is a $22,525 reduction on the next page for 
penalty mail which cuts the net down to the figure shown on the sum- 
mary. 

Mr. Vursevt. That is all, Mr. Chairman. 





RENTAL OF TABULATING EQUIPMENT 


Mr. Tuomas. Will you put the bottom of page 6-35 in the record, 
showing rental of equipment ? 
(Page 6-35 is as follows :) 
05 Rents and utilities, $347,760 
0520 RENTAL OF EQUIPMENT 





Actual, Estimated, | Estimated, | Increase (+) 

fiscal year | fiscal year fiscal year or decrease 

1987 | 1958 1959 (—), 1950 

over 1958 
ed $282, 046 $242, 016 $347, 760 +$105, 744 
Pes see ee te ot oes a tag 390 2 ] fe eee ee 
UNEL. Shbtienn a ha te ann beets annie 232, 436 | 242, 016 347, 760 +105, 744 

| | 


This estimate provides funds for the rental of tabulating machines and equip- 
ment for approved and projected activities during the fiseal year 1959. It in- 
cludes provision for rental charges for the last 4 months of the fiscal year 1959 
for an electronic data computer for central office at an estimated cost of $120,000 
for the period. When the electronic data system is in full operation, it can 
normally be expected that the cost of equipment rental and operating personnel 
will be no greater than the present cost of tabulating equipment and operators 
that will be replaced. It is inevitable, however, that there will be a period of 
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dual operations, the extent of which will depend on the complexities of the 
system and the number of applications placed on it. 





—— Estimated, | Estimated, | Inerease (+) 





year fiscal year fiscal year or 
1957 1958 1959 decrease (—), 
1959 over 1958 
‘Tabeesting machine equipment, departmental: 
Number of machines. __.._.....____-.._-_-- 106 101 97 —4 
Cit ECan Rha ee dialed $230, 846 $242, 016 $227, 760 —$14, 256 
Other equipment: 
Departmental: 


Electronic data computer: 
Number of machines. -----..........}-..0.........- 


1 +1 
$120, 000 +$120, 000 


Field: Alarm system, midwestern forms 
depot_ 








Mr. Tomas. This rental of equipment shows an increase of 
$105,744 for 1959 over 1958, which brings the bill for 1959 to $347,760. 

This estimate provides funds for the rental of tabulating machines and equip- 
ment for approved and projected activities during the fiscal year 1959, and it 
includes provision for rental charges for the last 4 months of the fiscal year 
1959 and for an electronic data computer for the central office at an estimate 
cost of $120,000 for the period. 

What do you pay for this New York City processing equipment? 

Mr. Wuirrrer. Mr. Monk has the New York figure. We think we 
will pay about $80,000 a month for electronic equipment when it is 
installed at Philadelphia for insurance. 

Mr. Monk. The rental at New York isn’t anything like that. It is 
about $15,000 a year. 

Mr. THomas. ‘What does that equipment deal with? 

Mr. Monk. That is only the processing of benefit checks and the 
benefit-payment accounting. 

Mr. THomas, What will you do throughout the agency on benefit 
checks? Are you going to continue:to process them like you do in 
New York, and extend that to all your offices, or are you going to 
turn it all back to the Treasury ¢ 

Mr. Mons. We have a report on that, Mr. Chairman. 

Mr. Tuomas. Well, we were getting ‘that report this time last year. 

Mr. Monk. The report that was approved by the Secretary of the 
Treasury and the Comptroller General and the Director of the Bu- 
reau of the Budget said that it would cost $338,000 if the benefit-pay- 
ment disbursing activities were taken over by the VA and the Social 
Security. 

Mr. Tuomas. The Treasurer says they will keep on doing it? 

Mr. Monx. The Treasurer says they will keep on doing it. 

Mr. Tuomas. What will the VA do with this equipment ? 

Mr. Monk. Are you talking about the $120,000 item ? 

Mr. Tuomas, I am talking about, eee the benefits. You are 
not going to handle the issuance of the checks? 

Mr. Monk. Not the issuance of the checks, 

Mr. Tuomas. The Treasury has been doing it, and they will keep 


on doing it. You had an experimental unit in ‘New York, and you 
will abandon that; is that true? 


21543—58—-pt. 1—_—_-40 





’ 
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Mr. Monk. Yes, insofar as checkwriting is concerned. 

Mr. Tuomas. What about insurance? Are you equipping that 
with electronic equipment ? 

Mr. Wuirtier. Yes, sir. 

Mr. Tuomas. What else? 

Mr. Driver. We have plans to bring electronic equipment into the 
finance picture on benefit payments and statistics from benefit pay- 
ments which will enable us to pick up the award in the regional office 
at the point of adjudication and then transfer it to tape on electronic 
equipment, but that is about a year and a half or 2 years away; is 
that right ¢ 

Mr. Monk. Two years. 

Mr. Driver. But none of that is disbursing any checks. 

Mr. THomas. Did you agree with the report in question ? 

Mr. Driver. No, sir. 

Mr. Tuomas. Who overruled you? 

Mr. Keusry. The Secretary of the Treasury and the Director of the 
Bureau of the Budget and the Comptroller General, in a jointly signed 
communication. 

Mr. Tuomas. The Secretary of the Treasury has no jurisdiction 
over the VA, has he? 

Mr. Monx. He has the jurisdiction for the writing of the checks. 

Mr. Tomas. That is by statute, too, is it not? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. Did the Comptroller General take a part in it? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. What was his position ? 

Mr. Monx. He approved the report. I might say that the report 
did point out that, with the introduction of this electronic data-process- 
ing equipment, there was possibility that this problem would have to 
be reviewed again in the light of the developments with this new 
equipment. The report was released, as I said, jointly. 

Mr. Tuomas. Are they doing it by electronic equipment, as you were 
doing with that unit in New York? I think I saw a unit that did 
everything except cook. The human hand did not touch the check. 
It wrote the check and put it in the envelope and, I think, it even ad- 
dressed it, didn’t it? Was it IBM equipment? What is the difference ? 

Mr. Monx. The Treasury is using IBM equipment, and they have 
put in a Burroughs high-speed printer in Boston. 

Mr. Tuomas. How does the Treasury do it, compared to the way 
you did it in New York ? 

Mr. Monk. In the New York office, we are still issuing the checks 
there, but what probably will happen there is that we will prepare the 
card exactly as we are doing it now and merely loan Treasury the 
card and they will run that card through the machine just like we ran 
it through a machine and process the checks. They will run it through 
exactly the same type of machine that we are using except that they 
will be operating the machine and having jurisdiction of the check. 


SUPPLY FUND ACTIVITIES 


Mr. Tuomas. What about your supply fund? Mr. Reporter, put 
in pages 7-1 and 7-2 into the record at this point. 
(Pp. 7-1 and 7-2 are as follows :) 
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Supery FunD—VETERANS’ ADMINISTRATION 
SUPPLY FUND PROCUREMENT PROGRAM 


Essentially all supplies and equipment utilized in the operation of Veterans’ 
Administration hospitals, regional offices and insurance centers are procured 
through the supply fund. Personal services and other costs incidental to the 
operation and administration of supply activities are charged directly to ap- 
plicable operating appropriations and are not an operating expense to the fund. 

On June 30, 1957, the total inventory investment of the fund was $29,028,083. 
Of this amount $14,390,686 in supplies and equipment was warehoused in the 
3 supply depots located at Somerville, N. J., Hines, Ill., and Wilmington, Calif., 
and $13,690,024 in supply warehouses of Veterans’ Administration field installa- 
tions. The balance of inventories amounting to $947,373 was comprised of serv- 
ice and reclamation storeroom stocks, work-in-process and in-transit items. 

An inventory reduction of $1,100,962 is projected for fiscal year 1958 and 
$533,121 for fiscal year 1959. This reduction in fiscal year 1958 will facilitate 
the return of $1 million supply fund cash to the Treasury in fiscal year 1958. 
Due to a substantial reduction of inventories in fiscal year 1956, $4 million 
representing cash excess to the needs of the fund operation was returned in 
fiscal year 1957. The return programed for fiscal year 1958 will bring the total 
of capital retirement to $16 million since the fund began operation in fiscal year 
1954. 

Sales of supplies, equipment and services are estimated at $132,743,590 in 
fiscal year 1958 and $132 million for fiscal year 1959. 


SERVICE AND RECLAMATION SHOPS 


A service and reclamation shop is located at each of the Veterans’ Administra- 
tion supply depots at Somerville, N. J., Hines, Ill., and Wilmington, Calif. These 
shops are used to service, reclaim, modernize, and recondition supplies and equip- 
ment on hand and return to depots by field installations, and service, repair 
and inspect equipment at field installations. Operating costs are defrayed 
by the fund and reimbursement obtained from applicable appropriations for the 
eost of services rendered. Operating costs are estimated to be $462,500 for 
fiscal year 1958 and $468,200 for fiscal year 1959. Salary costs are estimated at 


$264,100 for fiscal year 1958 and $269,300 for fiscal year 1959 with average 
employment of 46 and 47, respectively. 


BOOK AND PERIODICAL ACTIVITY 


This activity located at the Somerville, N. J., supply depot handles the proc- 
essing of awards and contracts, the preparation of purchase orders and the 
followup of deliveries of books and periodicals for all Veterans’ Administration 
installations. As a procurement organization under the supply fund it provides 
an economical service for field stations through sizable discounts obtainable 
by centralized contracting and purchasing. Operating costs are charged to using 
appropriations as part of the reimbursement made to the fund for books and 
periodicals procured. 

Salary costs were $76,222, and the average employment 19.3 in fiscal year 1957. 
Salaries are estimated at $73,350 for fiscal year 1958 and $71,100 in fiscal year 
1959 with employment averaging 18.0 and 17.0 respectively. It is planned to 


capitalize operating equipment used by this activity amounting to approximately 
$15,000 in fiscal year 1959. 


MOTION-PICTURE INSPECTION AND SHIPPING ACTIVITY 


This organization, now located at the Veterans’ Administration Supply Depot, 
Somerville, N. J., performs a service associated with the showing of metion- 
picture films to veteran patients in hospitals, domiciliaries, and homes. Its 
functions primarily are to receive films from producers, inspect, edit, pack and 
ship film to field stations on a prescribed film circuit. Operating expense was 
$19,639 in fiscal year 1957 with average employment at:2.8. Due to increases 
in wage-board rates, transportation expense and retirement constributions,’ ex- 
penses are estimated at $25,000 in fiseal year 1958 and $25,740 in fiscal year 1959 


with average employment at 3.0 in each year. $840 is included in each year for 
the replacement of 2 motion-picture projectors, 
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PRINTING AND REPRODUCTION PROGRAM 


The financing of this activity was assumed by the supply fund on July 1, 
1957. The printing and reproduction program in the Veterans’ Administration 
is operated on a centralized basis to provide printed matter and printing services 
to the central office and field installations. Printed matter is acquired by the 
Veterans’ Administration in accordance with the rules of the Joint Committee 
on Printing and Binding from the Government Printing Office, General Services 
Administration, commercial printing sources, and from VA operated printing 
plants in Washington, D. C., and St. Louis, Mo. Printed matter is distributed 
to using elements through two depots maintained adjacent to the VA printing 
plants. Expense of this program in the past was charged to a general operating 
expense appropriation of the VA and not distributed to the actual recipients of 
the printed matter and printing services. 

Capitalization of forms depots inventories and printing plant operating 
equipment on July 1, 1957, amounted to $1,335,431. Operating equipment costs 
defrayed by the supply fund are included in billings to appropriations benefiting 
from the services performed by this activity. No net income is anticipated in 
fiseal year 1958 or 1959 with both income and expense estimated at $3,549,700 
for fiscal year 1958 and $3,518,500 for fiscal year 1959. Average employment and 
salary cost estimates for fiscal year 1958 and fiscal year 1959 are 248.0, $1,105,900 ; 
and 243.0, $1,089,740 respectively. 


Mr. Tuomas (reading) : 


Ussentially all supplies and equipment utilized in the operation of Veterans’ 
Administration hospitals, regional offices and insurance centers, are procured 
through the supply fund. 

On June 30, 1957, the total inventory investment of the fund was $29,028,083. 
Of this-amount, $14,390,686 in supplies and equipment was warehoused in the 3 
supply depots located at Somerville, N. J., Hines, Ill., and Wilmington, Calif. ; 
and $13,690,024 in supply warehouses of Veterans’ Administration field installa- 
tions, 


I did not quite understand this figure here. 


An inventory reduction of $1,100,962 is projected for the fiscal year 1958 and 
$533,121 for fiscal year 1959. Due to a substantial reduction of inventories in 
fiscal year 1956, $4 million representing cash excess to the needs of the fund 
operation was returned in fiscal year 1957. The return programed for fiscal year 
1958 will bring the total of capital retirement to $16 million since the fund began 
operation in fiscal year 1954. 


RETIREMENT OF CAPITAL 


What was the original amount in the fund? 

Mr. O’Net. $56 million. 

Mr. Tromas. How much have you returned to the Treasury now? 

Mr. O’New. Fifteen million dollars, actually, and within 30 days 
we will have another $1 million. 

Mr. Tuomas. Sixteen million dollars? 

Mr. O’New. Yes. 

Mr. Tuomas. How much does that leave you—$34 million ? 

Mr. O’New. The net worth of the fund is $38,364,000 now. 

Mr. Tuomas. But it doesn’t show that. It shows $29 million. 

Mr. O’Ner.. That is inventory only. We are talking about the in- 
ventory plus the cash balance. 

Mr. Tuomas. Are you making a distinction between inventory? 
What exactly do you have besides inventory ¢ 

Mr. O’Net. Money, sir. 

Mr. Tuomas. Well, that is something to hang onto. Whereabouts 
is the money ? 

Mr. O’New. The working capital provided to finance the pro- 
curement. 
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Mr. Tuomas. In other words, you have $5 million in cash that you 
keep and not turn in; is that correct? 

Mr. O’Netw. Actually, we have $8,600,000. 

Mr. Tuomas. Out of your $54 million; and you have turned in $16 
ee in cash, and you have an inventory of slightly less than $30 
million. 

Mr. O’Netut. There is also some cash in transit. 

Now, the balance of the statement of the financial condition is on 
page 7-5. There are a number of things that enter into arriving at 
the balance. 

Mr. Tuomas. I read enough figures on those 2 pages without going 
into another 2, Mr. O’Neil. 

Mr. O’Netu. We also have accounts payable. 


PERSONAL SERVICES 


Mr. Tuomas. I did not see any employment figure. Whereabouts 
is that now? 

Mr, O’Net. That does not reflect in the prescribed budget state- 
ment. 

Mr. THomas. How many are there? You set out everything ex- 
cept that. 

Mr. O’New. Employment data is set out in the text. 

Mr. THomas. What page is that on? 

Mr. O’Ner. On 7-1 and 7-2. 

Mr. THomas. Where is it? I cannot find it. 

Mr. O’New. There is none in the first paragraph. The supply fund 
also provides certain services.—— 

Mr. TxHomas. Where are these employees ? 

Mr. O’Net. They are shown in the paragraph headed “Service and 
Reclamation Shop” in the last sentence. 

Mr. Tuomas. You are right. 

Mr. O’Netm. And the book and periodical activity, the next to last 
sentence. 

Mr. THomas. Salary costs. Where are these people located ? 

Mr. O’Net. The service and reclamation shops are located in the 
three depots, approximately. one-third of them at Somerville, Hines, 
and Wilmington. 

Mr. THomas. How many have you in the District of Columbia? 

Mr. O’Nem. None. 

We do have in the District of Columbia a program for financing the 
printing, publication, and forms distribution program through the 
fund to nies cost recovery. 

Mr. Tuomas. You transferred that, too, over to the Office of the 
Assistant Administrator for Administration. 

Mr. O’Net. It has always been there. 

Mr. Tuomas. Has it always been there or has it been in Medical? 

Mr. O’Net. No; it has been in the Office of the Assistant Adminis- 
trator for Administration. 

Mr. Tuomas. All right. 

Mr. O’Net. And budgeted under the annual appropriations in 
1956. 

Mr. Tomas. Are these people that you set out here in your three 

warehouses ¢ 
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Mr. O’Nem. The Service and Reclamation people are in the three 
warehouses. 

Mr. THomas. Where is your office staff ? 

Mr. O’Net. My office staff is not financed through the fund. My 
office staff of 31 employees is known as the Supply Mimpenent Serv- 
ice in the office of the Assisant Administrator. 

Mr. Tuomas. We had that item awhile ago. 

Mr. O’New. Yes. 

Mr. Tuomas. Have you not a procurement service besides your 
office of 31 and these 46 and 47 people ? 

Mr. O’Ne. The procurement support for this program has been 
consolidated into the Department of Medicine and Surgery. 

Mr. Tuomas. How many have you in that program ? 

Mr. O’New. The summary—— 

Mr. Tuomas. You have a little trouble with the budget, too, I 
notice. 

Mr. O’New. Everywhere you see a clip there is something about 
supply, Mr. Chairman. 

r. THomas. How many of them are there? Can you put your 
finger on them ? 

Mr. O’Net.. These are people in the Service and Reclamation pro- 
gram at the three depots. 

Mr. Tuomas. We have already gotten that. You have about 46. 
You have 31 in your own office. How many have you in your pro- 
curement activity? You have about 60 or %0 in New York. How 
many have you in the field ? 

Mr. O’Net. Of course of the total supply program, that part of 
the supply program that is engaged in purchasing, accounting for the 
inventories and the distribution of those supplies total 3,703. It 
totaled 3,950 in 1957 and will be reduced to 3,762 this year. 

Mr. THomas. Whereabouts are they located now ? 

Mr. O’Net. They are located in the 3 supply depots and 179 field 
installations. 

Mr. Tuomas. How many have you located in your 173 hospitals and 
other installations? . 

Mr. O’Net. The inpatient program has 2,693. 

Mr. Tuoomas. What about your district and regional office? 

Mr. O’Nem.. There are none located other than at hospitals and 
domiciliaries except in seven regional offices. This past year we consol- 
idated all of the regional office supply activities, into an adjacent 
hospital, where there was a hospital sufficiently close to perform the 
service. 

Mr. Tuomas. Do you do all buying with the 31 people in the Wash- 
ington office ? 

Mr. O’Net.. The 31 people in the Washington office do no buying. 

Mr. Tuomas. Where are your buyers located ? 

Mr. O’Net. The centralized procurement program is being moved 
and this budget reflects it. It has been for the last 3 years pro- 
gressively moved out into the field and will be located at Hines, IIL, 
and at Somerville, N. J., in the depots. 

Mr. Tuomas. Where had they been located heretofore? 

Mr. O’Netu. They had been located here in Washington. Last year 
a majority of them were in the medical administrative appropriations 
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and a small number, around 30, in the Department of Veterans Bene- 
fits in central office. 

Mr. Tuomas. Did you not have a unit in New York? 

Mr. O’Net. We have the Somerville Depot that is just outside of 
New York. 

—_ Tuomas. Not Somerville. I thought you had a unit in New 
York. 

Mr. O’Nem. No, sir, not a buying unit. 

Mr. Tuomas. Did you not have some type of unit in New York? 

Mr. O’New. We had a station supply program downtown in the 
regional office in New York and one in each of the hospitals. 

Mr. Tuomas. How many people did you have in the downtown 
office? I thought you had an office in New York, and I thought we 
went into it a couple of years ago. 

Mr. O’Nen.. We have had no centralized buying program in New 
York. It was the Veterans’ Canteen Service. 

Mr. Tuomas. Are you and the General Services doing all right, Mr. 
O'Neil? 

Mr. O’Net. Yes, sir. 

Mr. Tuomas. You have not absorbed them yet, have you? 

Mr. O’New. We are certainly not trying todo that. Weare trying 
to cooperate with all agencies. We are very pleased that this year— 
at the request of the Department of Interior we assumed the supply 
support of the Trust Territory hospitals in the Pacific with GSA ap- 
proval. This year the Department of Health, Education, and Wel- 
fare has come to us and asked to make a joint agreement with us to 
let them have access to supplies and equipment which we had avail- 
able, and which they could establish to their own satisfaction that it 
was to the advantage of the Government to obtain those supplies 
from the VA. 

Mr. Tuomas. What part of your $30 million inventory—approxi- 
mately 55 percent of that which remains in the depots—is made up of 
medical and medicine, not supplies, but medicine? 

Mr. O’New. Do you have that detail, Mr. Wise? 

rv Wiser. Not exactly. I believe pharmaceutical is around $214 
million. 

Mr. O’Nem. Class 1 supplies is what we call them; we do not have 
that data with us. We have medical, general, and all other. 


DRUG COSTS 


Mr. Tuomas. What about the price of antibiotics? How are they 
doing? Are they going up or down or can they go any higher? 

Mr. O’Net. In antibiotics we have made some progress in getting 
better prices. 

Mr. Tuomas. What has been the price trend for the past 3 years 
in antibiotics? 

Mr. O’Nen. The national price has held steady. 

Mr. Tuomas. For the last 3 or 4 years? 

Mr. O’Net. Yes. 

Mr. Tuomas. What was it before that? 

Mr. O’Net. For quite some time, I would say 5 or 6 years, the price 
of antibiotics has held steady. 
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Mr. Tuomas. We have been advised when they bring out one of 
these new antibiotics the price is just the same as the ones on the 
market. Some of these pills cost 40 and 50 cents apiece at the drug- 
store. What do they cost you? What does gantrisin cost you, for 
instance ? 

Mr. O’Ne. I do not know about gantrisin. 

Mr. Wise. That is difficult to assess because new drugs are coming 
in all the time, and their initial price is always higher. 

Mr. O’Nzet.. We gave some testimony last year on that subject in 
connection with tetracycline and similar or associated antibiotics. 

Mr. THomas. What do those pills cost you? How do you buy them? 
By the hundred, pounds, or gallons? 

Mr. O’Net.. On specific drugs we have played with the market to 
see whether or not we could get an advantage through centralized 
definite quantity buying. We are making some progress. 

Mr. Tuomas. The manufacturer of each one of those drugs has a 
patent on it, has he not? So you either buy it from him or else you 
do not get it. 

Mr. O’New. Actually, right at this moment we have a problem in 
that area. We thought we were making some progress but in the last 
general schedule issued by the GSA-they fixed the price by making the 
contracts mandatory on all agencies; they inserted a clause in their 
contracts which prohibited any manufacturer from reducing the price 
to any Government agency without making a like reductivn to all 
Government agencies. We negotiated with them and called that to 
their attention. 

Mr. Tuomas. How can the General Services Administration tell a 
manufacturer what he is going to get for his own commodity ? 

Mr. O’Net. If he makes a contract and makes a condition of that 
contract that the manufacturer agrees if he reduces the price on any 
quantity to any Government agency he must revise his scheduled 
price to extend that special price to everyone, it has that effect, which 
is what happened this past year. 

Mr. Tomas. What is the net result of that type of contract ? 

Mr. O’New. The net result was that all of those manufacturers that 
we had been negotiating with and had obtained better prices from, 
backed off and said: “Buy it off the schedule. We will not cut the 
price.” That damage was done. The GSA has agreed to remove 
that clause from their drug contracts. 

Mr. Tuomas. When did the GSA do that—last year ? 

Mr. O’Net. This past year; within the last 6 months. 

Mr. Tuomas. That applied only to antibiotics or what ? 

Mr. O’Nen. It applies pretty generally across the board on all 
schedules which they make. 

The area of particular concern to us was class 51, their class 51, 
which are drugs and chemicals. In that area they have removed that 
clause. 

Mr. Tuomas. Tell us about the price of some of these antibiotics 
you have to buy. You have to buy a lot of them; do you not? 

Mr. O’New. We do. 

Mr. Tuomas. What do they cost you? How do you buy them—by 
the gallon, quart, or hundred or what ? 

Mr. O’Nem. This buying is actually done in the Department of 
Medicine and Surgery. Of course, I am concerned primarily with 
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the policies they follow in doing it; that is, to utilize the most effective 
method of procurement. Definite quantity buying on specific speci- 
fications, if properly adjusted to the available supply, will always 
achieve the lowest delivered price. 

Mr. Tuomas. What about it, Doctor? Mr. O’Neil says he does not 
know. What price are you paying? 

Dr. Mippteton. I could not tell you. 

Mr. O’Ne. I can tell you on tetracycline. Our last price was 1714 
cents a capsule. 

Mr. Tuomas. At what price does that capsule retail at the average 
drugstore, do you know? 

r. O’Ner. Around 50 to 60 cents. 

Mr. Jonas. Permit me to say something off the record, please. 

(Discussion off the record.) 

Mr. Tuomas. That pill costs you about 1714 cents. 

Mr. O’Net. Around that. 

Mr. Tomas. And retails for 50 or 60 cents. 

Mr. Vourseti. Do a great many of those antibiotics have to be pro- 
cured through a subscription from a physician ? 

Mr. O’Net. In the retail market ? 

Mr. Vourseiu. Yes. 

Mr. O’Netw. Yes, they do. 

Mr. Vursetu. That is the doctor’s part of it, the prescription. 

Mr. Jonas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Is that 1714 cents for that capsule you mentioned the 
general price per capsule for the various types of antibiotics ? 

Mr. O’Net. I do not recall. But that is the largest item which 
we buy. I cannot identify it. We will get that information. But 
the largest single item that we buy, and by “item” I mean size of dose 
or size of package, is that particular item I am talking about, tetra- 
eycline. It represents roughly a million dollar purchase a year for 
the VA at that price. 

Mr. Tuomas. Who makes them ? 

Mr. O’Net. It is made by Bristol-Myers, there are 3 firms that 
make it and 4 that 

Mr. Tuomas. It is not a patented medicine, then ? 

Mr. O’Net. It isa licensed medicine. 

Mr. Tuomas. It is patented but three of them are licensees, then ? 

Mr. O’Net. I think 2 of the 3 shared in the development of it. Of 
the other 2, 1 is licensed to manufacture and the other is licensed to 
distribute. 

Mr. Tuomas. Are most of these antibiotics and most of these phar- 
maceuticals manufactured and sold by licensees or is it sold by the 
developer ? 

Mr. O’Net. Initially, of course, most of them were sold by the 
developer, because unless there is a demand which exceeds his capacity 
he makes them. If the demand exceeds his capacity then he will 
license someone else. 

Mr. Jonas. Off the record. 

(Discussion off the record.) 








DOLLAR VOLUME OF SUPPLIES 


Mr. Wise. Drugs or medicine in the hospital runs $14,400,000 and 
nearly $4 million in our outpatient clinics. It is about $1814 million. 

Mr. Tuomas. The $1814 million out of your inventory of $30 
million ? 

Mr. O’Nem. That is usage. That is annual consumption. 

Mr. Tuomas. What is the total consumption a year? You do not 
use your whole revolving fund. 

r. Wise. No, sir. any of these drugs come through pharma- 
ceutical contracts with the hometown druggist. 

Mr. Tuomas. What is your total drug cost a year—about $18 
million ? 

Mr. Wisk. $1814 million is the total. 

Mr. Tuomas. What is your total supply bill a year? 

Mr. O’Net. It is expected to be $13 million in 1958. 

Mr. Tuomas. That is getting up into money. What is your next 
nee besides drugs? 

r. O’Net. Food is the biggest item. 

Mr. Tuomas. How much of your $137 million is food ? 

Mr. Wise. $47 million. 

Mr. THomas. What is next? You have $18 million for drugs. 

Mr. O’New. $18 million for drugs would be next. 

Mr. Tuomas. What is next ? 

Mr. Wise. Medical and dental supplies run about $13 million. 

Mr. Tuomas. Would you fill out the rest of that $137 million at 
this point in the record? You have food, drugs, dental supplies. 
What is your next big item ? 

Mr. Wise. To sum this up, Mr. Chairman, I think if we took these 
unit cost charts for inpatient and outpatient care, I believe your sales to 
medical represent about 98 percent of your business, but your break- 
down under objects 08 and 09 shown on pages 27-37 and 28-12 gives 
quite detail. 
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Mr. THomas. 27? 

Mr. Wise. 27-37. 

Mr. THomas. You have that under inpatient care. 

Mr. Wise. Yes, sir. 

Mr. Tuomas. And that is not under the supply fund. Let me see 
if you have it. 

Mr. Wise. All these 08 and 09 items are purchased through the 

supply funds. 

r.O’Net. We show in the summary that—— 

Mr. Tuomas. 27-37, you say? 

Mr. Wise. And 28-12. 

Mr. THomas. Let me get tothat. That is under 08? 

Mr. Wise. Yes, sir. You see the breakdowns, starting with pro- 
visions. 

Mr. Tuomas. Drugs and medicines. 

Mr. Wise. Yes, sir. 

Mr. Tuomas. What is B] and Bl products? 

Mr. Wise. Blood and blood products. 

Mr. THomas. Medical supplies, dental supplies. 


COMPARATIVE ANALYSIS OF UNIT AND TOTAL COSTS OF HOSPITALS 


Mr. Reporter, at this point in the record insert page 27-37 in the 
record. 


(The information referred to follows :) 
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Mr. Tuomas. What else does this table give besides 1957, 1958, and 
1959? It does not add up to this total, does it? 

Mr. Wiser. This is inpatient only. I think you have to add 28-12 
which covers those same items, 

Mr. Tomas. Can you not pull that together in about 6 or 7 of your 
big items and then give the total and say “All others” and bring it in 
in about 6 items ? 

Mr. Wise. Actually is there not an object summarization in the 
chart ? 

Mr. O’New.. No; there is not. 

Mr. THomas. T do not think you have it for supply. 

Mr. O’New. The summarization is the total of objects 08 or 09. It 
does not reflect the breakdown that is shown in the detailed 
departmental 

Mr. Tuomas. You could put 6 items in there and they could cover 
the whole of your $137 million and you could say others and then 

maybe it will come up. 

(The information requested is as follows :) 





VA inventory and sales data, fiscal year 1957 


ee 


Average monthly inventory | 

















Poet sot ey papers an is = Ratio of 
Sales of sales to 
Field Supply goods inventory 
stations depots Total 
Supply fund: 
Provisions--__-_- $2, 146, 298 $3, 958, 603 $6, 104,901 | $47, 089, 909 7.7 
General supplies - ticle 2, 736, 740 | 2, 644, 831 5, 381, 571 25, 328, 311 4.7 
Drugs and medicines__..-.__.-_- 2, 961, 759 | 882, 817 3, 844, 576 22, 602, 123 5.9 
Other medical eee Bi: mean 2, 537, 336 4, 640, 326 7, 177, 662 17, 348, 123 2.4 
Equipment-- ahs doa 182, 539 | 1, 798, 938 1, 981, 477 13, 288, 441 6.7 
TU seinsitiesslen 1, 373, 064 |........ 1, 373, 064 6, 420, 287 4.7 
Low sales and standby 860, 907 bain ea 860, 907 529, 643 6 
Stocks withdrawn for shipment . 
(unclassified) be liedaeeinkly 865, 746 tf eee ee 
Repair services (S. and R.) was |= Bak {-—- oT ad 301, 289 
Total_ 12, 798, 643 | 14, 791, 261 27, 589,904 | 132, 908, 126 4.8 
{n transit between depots and | 
stations_ ss “ 900, 610 av a 
8. and R. storeroom stocks. -_- Sol sainech iii 108, 329 « 
S. and R. work in process_______|..-..- 1 seeaaaainied 21, 897 i 
Subtotal (supply fund) ------ Jaen sendunbos[eetaunatmeevse | 28, 620,740 | 132, 908, 126 | 4.8 
Other: Forms and publications... +e S aitasalte dell 1, 087, 500 3, 466, 959 3.2 
PN -<ainncnetenn + en asad ation 6 aucoe amie [~waecenn se. -| 29,708,240 | 136, 375, 085 4.6 








Note.—Data provided in this table relate sales to average monthly inventory to reflect true ratio of sales 
to inventory investment. Inventory figures differ slightly from closing inventories shown in financial 
statement of the supply fund. 


Thank you. We will see you in the morning. 


Fepsrvuary 6, 1958. 

Mr. Tuomas. The committee will come to order, please. The com- 
mittee is very pleased to have you gentlemen here again today, and con- 
tinue our discussions of yesterday. 

When we adjourned yesterday we were dealing with the Office of 
the Administrator, and the Assistant Administrator for Administra- 
tion, and several kindred items. 

I would like to return to Mr. O’Neil and discuss with him a little 
further his supply problem. 
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Mr. Wurrtier. Mr. Chairman, I was just going to suggest that 
you had asked about appraisal and security, and I am prepared to 
take that up at your convenience. 

Mr. Tuomas. Yes. Thank you very much for the courtesy, and 
we will go into that a little later. 


PERSONAL SERVICES 


Mr. O’Neil has 31 people—that is, here in the District of Columbia— 
set out on page 6-26 as well as earlier. That is your managerial sup- 
ply service; is it not? 

Mr. O’Netn. Yes, sir: 

Mr. THomas. You testified yesterday that, in addition to those peo- 
ple, you had about 1,460 people in the field ; did you not? 

Mr. O’New. No, Mr. Thomas. 

Mr. THomas. What is the figure, then? 

Mr. O’New. There are throughout the VA some 3,950 in purchas- 
ing, accounting and distribution in 1957. 

Mr. Tuomas, 3,950 in all? 

Mr. O’Net. Yes, 3,950. 

Mr. Tuomas. Where are they located? Are all of them, except the 
31 outside of the District of Columbia? 

Mr. O’New. No, sir. In the program “Medical administrative and 
miscellaneous operating expenses,” 189 in the fiscal year 1957, are 
located in central office. 

Mr. Tuomas. You made this program, Mr. O’Neil? 

Mr. O’Net. Yes, sir; I did. 

Mr. Txomas. It is possible. What do they do? 

Mr. O’New. They provide the overall management of the supply 
program, and also provide the centralized supply support for the whole 
program. 

Mr. Tuomas. I thought the 31 people you had were under the Office 
of the Administrator. 

Mr. O’New.. Under the Office of the Assistant’ Administrator for 
Administration. That is the overall planning and appraisal for the 
Administrator. 

Mr. THomas. Frankly, your operation is so complicated and mixed 
up that I do know what it is all about. 

Your activities are scattered all over this budget of 1,000 pages, 
and apparently it is not your fault. I am looking’ for somebody to 
quarrel with about it, though. 

Mr. Wurrrier. I understand that, Mr, Chairman: 

Mr. Tuomas; Why is it scattered all over the place? Ido not have 
enough fingers to turn to all the places in the budget ? 

You let the medicine people do their own purchasing under some 
supervision. ' What the supervision is, I do not, know. 

Mr. O’Nem. Of course, the major part of the actual buying: pro- 
gram is an operational problem and is. a Department of Medicine and 
Surgery problem. 

Mr. Tuomas. Medicine.and food ? 

Mr. O’Net. Medicine and food and other medical supplies. Med- 
ical and hospital supplies constitute approximately 98 percent of the 
supply demand. That is the support of the hospital program. 

Mr. Tuomas. Why is it not all put under “Medicine” and put. it 
where it belongs, if 98 percent of it is there? 


| 
| 
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Mr. O’Nem. But it is all there except the Administrator’s overall 
planning and appraisal. 

Mr. Wurrrier. It is my understanding that the supply fund was 
set up at the suggestion of this committee. Then, in order to save 
money because “Medicine” does the great part of the purchasing, and 
because the other departments are relatively minor, it was all put 
under “Medicine.” The function that Mr. ONeil provides is to co- 
ordinate these activities. 

Mr. Tuomas. Are you including engineering and construction in 
there, too? 

Mr. O’Net.. Of course, it has a contracting function. 

Mr. Tromas. Is it commingled ? 

Mr. O’Nem. There is no commingling. I do not understand that 
question, as a matter of fact, Mr. Chairman. 

Mr. Tuomas. Letting a contract to buy a building, or even to 
build a building, is quite different from letting a contract to buy a 
supnly of pills. 

Mr. O’Netm.. It is under the medical program. It is a cost of that 
proeram. Staffwise, they are separate. 

Mr. Wise. Mr. Chairman, page 8-3 might be helpful. It is a 
summary of the supply program accounts. 

Mr. Tuomas. That fine print table—is that what you have refer- 
ence to? ° 

Mr, Wiser. Yes, sir. 

Mr. Tuomas. Which page did you say? 

Mr. Wise. Page 8-3. 

Mr. Tuomas. I imagine there is enough information in there to 
write books on it. It is very voluminous. 

Mr. Wiser. That tells you exactly where the people are, and where 
the program costs are properly budgeted. It give you the complete 
summary. 

Mr. THomas. You set it out here rather than under “Medicine”? 

Mr. O’Net. This is merely the summary of the entire supply 
program. ‘ 

Mr. Trromas. Where are the charges made? 

Mr. O’Net. This table shows where the charges are made. 

Mr. Tomas. Where? 

Mr. O’Net. Page 8-3. That is the actual charge to the various 
appropriations for the supply support of that specific appropriation. 

The following chart, on page 8-4, reflects where they are actually 
located. listed individually by program. 

Mr. Tromas. On page 8-3 is everything set out under Medical Ad- 
ministration charged to the Medical Administration appropriation ? 

Mr. O’Net. Under that appropriation, there are 189 in 1957 
po to that appropriation. They have reduced that to 146 in 

59. 

Mr. Tromas. Now let us go to the next column. 

Mr. O’New. The next column is the equipment-repair program. 

Mr. Tuomas. Where is that charged now? 

Mr. O’Ner. Charged in those listed appropriations, the specific 
number of people represents the relative cost to each appropriation. 

Mr. Txomas. Specifically, under which Department is the chart 
to be found ? 
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Mr. O’Net. The extreme left-hand column gives you the specific 
appropriation under the Department within which that appropriation 
would be charged to, or those costs are charged to. 

In your general operating appropriation it is divided between the 
respective Nepattinente Those departments are the General Admin- 
istration Department, the Department of Veterans’ Benefits, the De- 

artment of Insurance, and those which are paid from the supply 
und are also included in the totals. 

Mr. Tuomas. The total is 3,950? 

Mr. O’New. In performing the function of purchasing for 1957. 

Mr. Ketsey. Down to 3,703 in the 1959 estimates. 

Mr. Tuomas. 3,703 in 1959; this middle column is 1958? 

Mr. Keiser. Yes, Mr. Chairman. That is for fiscal year 1958. 

Mr. O’New. The actual salaries, the payroll was reduced by approx- 
imately a million dollars. 

Mr. Tuomas. For 1959 you are going to have an average employ- 
ment of 4,297, is that correct ? 

Mr. O’Net. Yes, sir. 

Mr. Tuomas. What do you mean “average employment”? 

Mr. O’Net.. The budget is based on average employment, sir, not 
peak load. That figure represents the average daily employment. 

Mr. Tuomas. You have purchasing, accounting, and distribution, 
3,703 people; is that correct ? 

Mr. O’Net. That is correct. You have an additional 180 people 
engaged in “Equipment repair.” 

Mr. Tuomas. That makes the total of the two items, 4,297? 

Mr. O’New. And an additional 414 people engaged in “Other mis- 
cellaneous operations.” 

Mr. Tuomas. 414 people at a cost of $1,438,001 is too many people 
and too many dollars to call “Miscellaneous.” 

What do they do? 

Mr. O’Nen.. The largest part of that—— 

Mr. Tuomas. Excuse me. Where are they located, first of all? 

Mr. O’New. Generally, these costs relate to housekeeping costs 
furnished by “Engineering” at the hospital to the regional office 
activities and centers, and so forth. 

This represents a proportionate part of the total overall costs of 
those programs, which is charged to the Department of Insurance 
and the veterans’ benefits program. 

Mr. Tuomas. Where are these 4,297 people located? Are these 
all in the field or in the District ? 

They are all in the field, are they not? 

Mr. O’Nett. The bulk of them are in the field. Of that number, 
146-—— 

Mr. Tuomas. How many are in the District of Columbia? You 
have less than 200 and the Department of Medicine had 31 in Gen- 
eral Administration. 

Mr. O’Net. 216 are in the District. 

Mr. Tuomas. And the remainder of them are in the field at how 
many different locations? 

Mr. O’Net. They are located at 179 locations. 

Mr. Tuomas. How many supply people do you have, on an aver- 
age, in a G. M. and S. 1,000-bed hospital ¢ 
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It does not make any difference whether it is an NP hospital, a 
G. M. and S. hospital, or a domiciliary hospital ? 

Mr. Wise. It will average about 22 to 25. 

Mr. Tuomas. The same in all three types of hospitals—is that 
what you are saying ? 

Mr. Wise. We have very few 1,000-bed hospitals, except in the 
G. M. and S. and NP programs. 

Mr. Tuomas. What is the average number of beds? 

Mr. Wise. Through the system the average is about 800 beds per 
hospital. 

Mr. Tuomas. How many supply people would you have in an 
average 800-bed hospital ? 

Mr. Wise. Approximately 20. 

Mr. Tomas. What would be the duties, generally speaking, of 
the 20 people? 

Mr. Wiser. Primarily, warehousing the supplies. There would be 
some procurement duties where local procurement is authorized and 
where the GSA schedules would not be in force. There are miscel- 
laneous items, for example, tailoring, seamstresses—that is for repair 
of sheets and pillowcases and uniforms—and even the chauffeur—that 
drives the truck over from the warehouse to the Government build- 
ing or hospital. 

Mr. Tuomas. Is laundry service charged to this account ? 

Mr. Wise. No, sir. 

Mr. Tuomas. What is that charged to? 

Mr. Wise. That is under the “Engineering service.” 

Mr. THomas. What is the amount of the supply fund for this year? 

Mr. Wise. The supply fund for this year? 

Mr. Tuomas. Yes. Is it $137 million? 

Mr. Wise. No, Mr. Chairman. It is $132,908,126 in supplies and 
equipment and $314 million in forms and publications. 

Mr. Tuomas. Then that makes a total of what? 

Mr. Wise. That makes a total of $136,375,085. 

Mr. Tuomas. You add in the forms cost of $314 million; is that 
correct ? 

Mr. O’Netn. Yes, sir, approximately. On page 7-3 the forms and 
publications programs are shown separately there for 1957. 

Mr. Tuomas. What is that figure, now, for 1957 and 1958? 

Mr. O’Nei. For 1957 it is the total I just gave you. It was a total 
of sales. I gave you the total including the income from cash dis- 
counts. It was $132,908,000 plus $3,500,000. 

Mr. Tuomas. That is a printing bill? 

Mr. O’Net. Yes, sir. For 1958 we estimate that it will be down 
slightly to $132,700,000 plus the $3,500,000. 

Mr. Tuomas. We will use, now, round figures for the purposes of 


our discussion here this morning. Let us say $135 million. How 
much of that is for food ? 


Mr. O’Ner. About $47 million. 


PURCHASING OPERATION IN AN AVERAGE VA HOSPITAL 


Mr. THomas. What does it cost, on an average? What is the food 
bill on an average hospital bill, please, sir? 
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Mr. Wise. It would be about an average of 97 cents per ration. We 


would have to do some arithmetic to get the figure you ask for, Mr. 
Chairman. 


Mr. Tuomas. Is that what it is? 

Mr. Wise. Yes; it is about 97 cents a ration. 

Mr. Tuomas. Some of your ration costs run up as high as $1.40 
and $1.50 a day, does it not? . 

Mr. Wise. Much of that depends on the size of the hospital. For 
example, at a small TB hospital, you will find that for a smaller group 
of patients there will be a higher unit cost, and also the ration pattern 
is different. 

Mr. Tuomas, We will go into the ration pattern under hospitaliza- 
tion. Just give us a round figure for the moment, if you will. 

Mr. Wise. It should be about $280,000 a year for 800 patients in a 
hospital. That is the average cost. 

Mr. Tuomas. How many of your 20 people who are stationed at 
that hospital are engaged in buying that food? What part of that 
food is bought locally, and what part is sent out of your central ware- 
hoqeet Either, for example, at Wilmington, or California, or Illi- 
nois ? 

Mr. Wise. I will have to defer to Mr. O’Neil to answer that ques- 
tion. I know that there are 3 or 4 different methods that are em- 
ployed. 

Mr. O’New. That which is procured locally does not necessarily 
have to have been produced locally, because we do not know where 
the merchant will obtain it, necessarily. 

Mr. Tuomas. We are not going into that in minute detail. We 
just want to know how many people you have there. It appears to 
me as though you are overstaffed sir. That is what I am working 
up to in these questions. 

How many people are buying locally, and how much of that $275,- 
000 or $300,000 in food costs is shipped out of your three warehouses 
to them ? 

Mr. O’Nett. Shipped out of the three warehouses ? 

Mr. Tuomas. You have a rough estimate of what part of your food 


bill in every hospital—I do. not care where it is located—is bought 
locally do you not? 


Is it a third, a half, or what proportion is it? 

Mr. O’Net. $7 million is procured centrally and distributed 
through the depot system. The remainder, $40 million, is bought 
locally. 

Mr. Tuomas. Would it be in that same proportion, then? If so, 
at least seven-eighths of it is bought locally then? Is that correct? 

Mr. O’Net. Approximately; a substantial part is bought from 
schedules made up in the General Services Administration on cereals 
and foods of that type. There is an additional amount which is 





Mr. Tromas. What about the eggs, milk, butter, bacon, fresh meat, 
and fresh vegetables ? 


Mr. O’New. That is where you purchase locally ; yes, 


Mr. Tuomas. Your flour, sugar, and coffee you will get out of your 
warehouses, will you not? 


Mr. O’Net. We can save money by buying that and distributing 
it nationally ; yes, sir. 
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Mr. Tomas. You buy it on schedule. What part do you buy 
locally when you buy on schedules, and what part do you buy when 
you go down to the local farmers’ market and buy it ? 

Mr. O’New. Again, the larger part is contracted for, and it is not 
bought on schedules. It is bought on a recurring contract at the 
present level on the local market. 

Mr. THomas. How mueh competition do you have for this business? 
Most of your hospitals are in sizable towns, but a good many of them 
are not, is that not true? 

Mr. O’Nem. That is quite correct. While most of the hospitals 
are in larger towns, many of them are not. We have a good many 
problems in competition. 

Mr. Tomas. I would expect the office receives a good many com- 
plaints that this supplier, maybe, was not awarded a contract. He 
says it was not some irregularity in his bid, that though he was the 
low bidder you did not give him the contract. What part of your 
people are engaged in straightening out such headaches as that? 

Mr. Wuirtier. I think Mr. Lamphere can answer that question. 

Mr. Lamruere. We made an internal audit of the entire supply 
program which showed 

Mr. Tuomas. Let us not give this on an annual basis, Mr. Lamphere. 
This is almost a day-to-day problem with you, is it not? 

Mr. Lamruere. I do not recall a recent investigation which got 
into problems of purchase and supply. 

Mr. Tuomas. That answers that question. For a 1,000-bed hos- 
pital or an 800-bed hospital in a reasonably good-sized town you are 
going to buy, and you are going to use a quantity, quite a large 
quantity of fresh eggs and fresh milk every day. 

First, what is your routine for getting it? Do the local people buy 
it? How dothey operate? Do you advertise for bids? 

Mr. O’Netm. They advertise bids usually on a quarterly basis. 

Mr. THomas. On a 3-month basis? 

Mr. O’Net. Yes, for a 3-month period, and they get the maximum 
amount of competition that they can get within that area. You take 
hospitals that are isolated, for example, the one at Huntington, 
W. Va., the hospital meat is supplied by a man in Baltimore. 

Mr. Tuomas. That is not too far away. 

Mr. O’Nem. What I am trying to indicate, Mr. Chairman, is that 
the small hospital in a comparatively isolated community is not al- 
ways able to secure the amount of competition that one would find in 
a larger town. 

Mr. Wuirrrr. Mr. Chairman, Mr. Parmelee, who is the Supply 
Chief in Medicine and Surgery, is available, and I think, perhaps, he 
might add something to this discussion if you desire to hear him. 

Mr. Tuomas. Very well. Tell us something about your activity. 
Tell us how many headaches you have. 

Mr. Parmeter. Of course, supply is a headache to begin with, sir. 

Mr. Tuomas. Dr. Middleton buys a lot of headache pills. 

Mr. Parmetee. Your particular question on food and the local 
procurement items is an interesting one, and actually does not cause 
us too much trouble, sir. 

We encourage our people at the stations to keep in touch with the 
local markets. I mean, they do not just sit behind a desk. They 
must keep circulating. They must keep abreast of what is going on 
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in the markets, from the published wholesale prices, as well as the 
individual merchandisers, and they must keep a constant eye on the 
quality that is available in the market. Bids are offered to as many 
people as they can get interested in the Government business, which, 
generally, is quite a number of people. 

Mr. Tuomas. Under whose supervision are these people? Are they 
under the Chief of the unit, or under the hospital manager ? 

Mr. Parmeter. The hospital manager. 

Mr. Tuomas. What jurisdiction does he have over them? 

Mr. Parmever. They work directly under him. 

Mr. Tuomas. And he calls all the signals; is that. correct? 

Mr. Parme ee. Within policies that are established in central office ; 
yes, sir. 

Mr. Tuomas. Break down, now, the activities of those 20 people 
in an average 800-bed hospital in supplying goods. Can you do that 
for us? 

Mr. Parme ee. Sir, I am sorry, I did not hear you. 

Mr. Tuomas. I said, can you break down the activities of the 20 to 
22 people dealing with supply in an average 800-bed hospital? What 
do those 20 to 22 people do? How many of them are engaged in 
purchasing food locally, getting it from the warehouse, and so forth ¢ 

Mr. Pararever. In that sized hospital you would probably have 4 
to 6 people in procurement, some of those being procurement agents 
or purchasing agents, and quite a number of them not being procure- 
ment agents or purchasing agents, but clerks who work with the 
details of figuring out the abstracts of bids and so forth and so on, and 
typists. 

You probably have as purchasing agents who can sign a contract 
three people as an average. That varies widely with the system, the 
location of the hospital. 

The hospital that is located in a good marketing area and has 
extremely good local marketing conditions would have to have more 
people to contact the many sources of supply and develop the best 
prices. This is not only good business but is a requirement of law. 

In your warehouse you would probably have 4 or 5 people. You 
have an inventory or a management area, which is the stock record- 
keeping. This statistical end “of providing of information as a basis 
for when you require something and how much you require of it, 
would probably be 3 or 4 people. 

The supply officer has a basic function, of course, of controlling 
and managing the whole group, but he spends a good part of his time 
in what we think of as management, working with the people who 
are considered as his customers there. I am referring to the surgeons, 
the technicians, the dietitians, and all of those who use supplies. 

Mr. Tuomas. It is a service agency, as far as they are concerned; is 
that not correct, sir? 


CENTRAL OFFICE PURCHASING STUDIES 


Mr. Parmeter. That is right. Since you mentioned eggs, I would 
like to give you some idea of how we think and we keep plugging 
this idea from central office, as well as from the stations. 

We had a very interesting study made recently on the procurement 


of eggs, where we make a fixed quarterly contract based upon bids. 
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Of course, the lowest bidder who can produce a quality product which 
is satisfactory to us and to whatever inspection there may be, is the 
man who gets the business. 

However, we followed this matter over a period of 1 year. We 
plotted the daily quoted published wholesale prices on eggs, and we 
came up with a very interesting thing, that if we had been able to make 
a contract, and we find that we are not able to legally at the moment, 
if we had made a contract on the wholesale price as published from 
day to day, that over the course of the year we would have saved as 
I recall it, some $40,000. 

Our thinking is that the wholesalers base it generally on that pub- 
lished price, and many of those wholesalers do not handle the volume 
we use in some of our larger hospitals. It is our feeling that we 
should have access to the wholesale market price. 

That is just the beginning of lots of things. We are going to spend 
some time in the future, I am sure, in trying to work with the poultry 
industry to see if there is a way for us to get better prices than we 
get today without loss to the producer. 

We do not want anyone to lose money on our business. We feel 
that every vendor should make a reasonable profit from his activity 
with us, but there is no end to the marketing methods which can be 
improved upon both in the stations and here in Washington. 

Mr. Tuomas, Thank you for a very nice statement. 

Mr. Vursety. I would like to ask a question, speaking of a reason- 
able profit. Do you buy those tranquilizing pills, sir? 

Mr. Parmeter. Yes, sir; we do. 

Mr. Vursexz. I would suggest you look into the reasonable profit 
on them. 

Mr. Parmeter. Of course, we are hard put to decide for the vendor 
what his reasonable profit is; but frankly, we have not done too badly 
on tranquilizers. They are getting to be a high-volume, expensive 
item. It is one of the wonder drugs. 

Mr. Yates. From whom do you purchase those? 

Mr. Parmeter. Smith, Kline & French is the company with whom 
we do the most business at this time. 

As we saw this thing growing in volume, we approached Smith, 
Kline & French purely on our premise that one of the most expensive 
things in business is the creation of a piece of paper, because every 
piece leaves behind it a trail of dollars and services. We approached 
them on the simple premise that if we could relieve them of their 
paperwork, would they give us the benefit of the savings. 

Mr. Tuomas. Did you say “please” to them ? 

Mr. Parmeter. Yes, we always say “please.” Of course, they are 
interested in saving money too. 

They agreed on a sliding scale basis that they would start out with 
an additional 5 percent reduction in price. So we relieved them of 
numerous purchases from all VA stations and consolidated them into 
ene at the Summerville Depot. At this time all the stations send 
their requisitions in to that one point, and they consolidate them and 
even make the shipping tickets. 

This results in one buy, one piece of paper for all VA stations 
which we send to Smith, Kline & French, They take our shipping 
tickets, break them down, and package and ship the drug and send 
us one invoice, and there is only one check moves in payment. 
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As they became more interested in this marketing teckipigne and 
reduced their administrative costs they made further price reductions 
tous. From a beginning of 5 percent reduction, we now enjoy a 16 
percent reduction for relieving them of paperwork. 

Mr. Tuomas. The question is how much money do you save, what- 
ever the price is. 

They have been awfully nice, and somehow we have gotten an idea 
that you are paying them a nice, big price. What have you done 
about the price? That is what we are interested in. 

Mr. O’Netn. We have reduced it by about 16 percent. 

Mr. Parmeter. I cannot recall the exact figure, but I think in the 
last 2 years we have saved around a million dollars. 

Mr. Tuomas, That is a very good statement. 

Mr. Yates. That statement acts as a tranquilizer for the chairman. 

Mr. O’Nett. You were talking about too many people in our supply 

rogram. There is always room for improvement, as we see it. 
Hider: when it comes to an analysis against private enterprise, if 
you compare our relative costs with the data that is currently and re- 
currently available, our items of cost compare most closely to the costs 
of a variety chain which operates a supporting wholesale distribu- 
tion to that chain. 

That payroll cost runs about 19 cents on the dollar of sales which 
is average. Our payroll cost per $100 of business is only 10 cents on 
the dollar, for the purchasing and accounting functions of procure- 
ment and distribution. 

Mr. Tuomas. What are you saying—that your procurement serv- 
ice is handled as economically as private industry handles its pro- 
curement service? Is that a correct statement of your position, Mr. 
O'Neil? 

Mr. O’Netu. More economically. 

Mr. Tuomas. You get the medal with gold in it because it is gen- 
erally conceded that industry can do a job anywhere from 10 to 15 
percent cheaper than the Government can, for a good many reasons. 

If you can do it cheaper than private industry, you are to be com- 
mended, because you are the only part of the Government that does so. 

Who made that study that you just referred to a few moments 
ago? 

Mr. O’Net. My own policy and planning group makes a con- 
tinuing study on this, and I make a study myself as well. 

Mr. Tuomas. Do not get it any higher than that. You keep that. 

Mr. O’Netw. We will drop to 914 cents by 1959. 


ASSISTANT ADMINISTRATOR FOR APPRAISAL AND SECURITY SERVICE 


Mr. Tuomas. Tell us, Mr. Administrator, how many of your 115 
people are engaged in what we call surveillance work, or whatever 
term you want to use. 

None of them are engaged in looking over Mr. O’Neil’s activities. 
We have no complaints about that. What do you do with this 115 
people? 

Mr. Wurirrter. Mr, Lamphere was head of that. He is now Acting 
Deputy Administrator. 

Mr. Tuomas. I believe you testified yesterday that 18 or so of them 
were doing security work, along with the Civil Service Commission; 
is that right? 
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Mr. Lampuere. Yes, sir. 
Mr. Tuomas, Does the Civil Service Commission reimburse you 

' for that? 

i Mr. Lamruere. We reimburse the Civil Service Commission for 
the investigations that they conduct for us. 

. Mr. Tuomas. Turn about is fair play. Does the Civil Service 
ree reimburse you for the 18 people you have doing their 
work ? 

Mr. Lamruere. No. The Executive Order 10450 provided that the 
responsibility for the administration of the security program was to 
be in the individual agencies. 

Mr. Tuomas, Of course. That is fundamental. Go ahead, Mr. 
Lamphere. 

Mr. Lampuere. The actual investigations are conducted by the Civil 
Service Commission. 

Mr. Tuomas, What do your 18 people do? How many of them 
do you have making security investigations ? 

Mr. LAMPHERE. None of them are conducting security investiga- 
tions. 

Mr. Tuomas. Then we had the wrong information. 

Mr. Lamruere. We have 18 people who are adjudicating the results 
of the investigations cMautaanal tee the Civil Service Commission and 
by the FBI in making determinations as to what action should be 
taken within the agency relative to those persons. 

They also administer the protection of the classified material. 
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INVESTIGATIONS BY THE CIVIL SERVICE COMMISSION 


Mr. Tuomas. How many investigations did the Civil Service Com- 
mission make for you in the fiscal year 1957 ? 

Mr. Wuirrter. Incidentally, Mr. Chairman, while they are looking 
for that figure, I might give you a little background on Mr. Lamphere. 

He comes to us from the FBI, where he was a top espionage man, 
and worked on such cases as the Judith Coplon case, the Greenglass 
case, and a lot of others. 

Mr. Tuomas. He has had a lot of interesting experiences. 

Mr. Lampuere. I had in mind that there were 1,500 adjudication 
actions taken. 
Mr. Tuomas. What is your total employment figure for 1957? 
Mr. Lampuere. 114—the 1958 average. 
| Mr. Tuomas. 114,000? 
| Mr. Lampuere. 114 people. I thought you were talking about the 

total number of people in our Division. 

Mr. Tuomas. How many investigations did the Civil Service Com- 
mission make for you, and how many would that turnover rate mean 
that they are going to make for you? 

How much do you pay the Civil Service Commission for an investi- 

ation ? 

i Mr. Lampuere. About $260 an investigation. 
Mr. Tuomas. Per copy, you mean? 
. Mr. Lampuere. Per investigation. 
Mr. Tuomas. Isn’t that high? 

Mr. Lampuere. You should bear in mind that in addition to these 
investigations 

Mr. Tuomas. How many did you have investigated in 1957? If 
you spent $460,000 in 1957, let’s see what you spent it for. 
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Mr. Kersey. $40,000 was paid to the Civil Service Commission in 
1957. 

Mr. Yates. To investigate how many people? 

Mr. Keusry. 150. 

Mr. Tuomas. You have to investigate them all when they come on 
your payroll unless they have been on the civil-service rolls within 
the past year. 

r. Lampuere. There is not a full field investigation conducted 
with every new employee. There is the national agency check, which 
checks the files of Civil Service and other agencies engaged in coun- 
terintelligence work. 

Mr. Tuomas. The Civil Service Commission has no authority to 
tell you whom you hire or whom not to hire. They make the inves- 
tigation and submit the facts to you, and then it is up to you to say 
what you want to do. 

You do not mean to say you had 18 people on 150 cases, do you? 

Mr. Lamruere. We adjudicated 1,500 cases approximately last year. 
That is, full field investigations that were studied, and it also involves 
the data which is received from other agencies based on these so-called 
national agency checks. 

Mr. Tuomas. We understand, Mr. Lamphere, the routine of this 
matter and what is supposed to be covered. What we want to know 
from you is how many people you have working for you in this field. 
You said 18. We want to know what was the number of investigated 
cases, particularly by the Civil Service Commission, what you paid 
per copy, and then if we can get those figures, we are going to look 
a little further. 

Mr. Lampnere. Based on our $40,000 figure, we would have paid 
them for full field investigations on approximately 150 people. 

Mr. Tuomas. How many security checks did you have made with- 
out full field investigations? 

Mr. Lamrnere. 1,500 if my memory serves correctly. 

Mr. Tuomas. It is bound to be more than that if your turnover is 
in the neighborhood of 2 percent a month, and the approximate num- 
ber of employees is 160,000 people. 

You run the file check, and if you do not find anything out of line, 
that is it. That costs you about $260 per copy, and then when it goes 
through full field, it costs about what ? 

How many full field investigations did you have? But you also 
have to pass upon every new employee that has not been working for 
the past 12 months. There has to be a national file check made of 
the files of the House Committee on Un-American Activities. You 
know that routine, as well as we do. Also you get reports from the 
Army and Navy, and so forth. 

Mr. Lamruere. I think you realize that a great many of those come 
back absolutely clear, and there is no action to be taken in the agenvy. 

Mr. Tuomas. In other words, you take the results of the investiga- 
tion and you accept it as final; is that it? 

Mr. Lampuere. Well, in a way. If there is a notification saying 
there is no derogatory information, you don’t go any further. 

Mr. Tuomas. You accept that? 

Mr. Lampuere. That is right. 

Mr. Tuomas. In other words, they make the determination. How 
many determinations did you say you had to make last year—1,500? 
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Mr. Lamruere. Yes, sir. In other words, there was some type of 
information which raised some question on the fitness of this employee 
to serve in Government service. 

The vast bulk of those are in the end adjudicated in favor of the 
employee, but that is the number. 

Mr. Tuomas. That is about 80 or 90 cases per month. That must 
keep you people pretty busy. 

Mr. Lampnere. Actually, I think there are about 5 or 6 men doing 
this adjudication work. The other are clerical personnel who are proc- 
essing this large number of papers that come in. 

There is another man who spends his full time on the protection of 
classified data, seeing that we have the proper safeguards within the 
agency for the processing and handling of classified data that is coming 


in from other agencies. 


Mr. Tuomas. It seems that everybody is kept pretty busy over there 
in that section, in the Police Section or in your Investigation Division. 


INVESTIGATION SERVICE 


Mr. Lampuere. Our Investigation Section is an entirely different 
matter, Mr. Thomas. 

Mr. Tuomas. Go ahead and tell us about it. 

Mr. Lamrpuere. It investigates and conducts investigations which 
were authorized by the Administrator in matters which are regarded 
as of sufficient seriousness as to warrant such an investigation. 

Mr. Tuomas. I believe you testified that in the Supply Service there 
has been no investigation made for a period of time. 

Mr. Lamruere. I have reconsidered on that, and I recall one during 
the last year where we conducted an administrative investigation in 
Brooklyn, N. Y., looking toward the removal of an employee who had 
accepted a bribe from a hardware merchant. 

Mr. Tuomas. I think that is an awfully good compliment to the 
Supply Service, considering the many details that they have to 
handle—4,000 employees buying everything from soup to nuts to the 
tune of $40 million or $50 million, and they have only been under one 
investigation in the past year, I think that is pretty good. 

Mr. Lampuere. Bear in mind, if there is criminal 

Mr. Tuomas. It does not make any difference whether it is criminal. 
If there is a question raised, you are going to go down there and look 
it over. 

The employee may not have done anything wrong. It may be a 
difference of opinion, but we do have a few criminal cases that grow out 
of your investigative work. 

Mr. Lamruere. The point I was going to make is that an allegation 
of criminal conduct would be conducted by the FBI and not by the VA. 

Our investigations by our investigation service are looking toward 
administrative irregularities within the VA. 

Mr. Tuomas. That is altogether different then. How many investi- 
gations does the FBI make, how many did it make last year ? 

Mr. Lamrnere. I will have to check that. 

Mr. Tuomas. Do you have an approximate idea for the last year? 
What about you, Mr. O’Neil? You keep those details on hand. 

Mr. O’Net. There has been a substantial investigation by the FBI 
relative to the procurement of coffee. 
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Mr. THomas. What does that mean exactly ? 

Mr. O’Netu. Possible implications of fraud on the part of the sup- 
plier in supplying the product. ; 

Mr. THomas. ou mean different from the specifications? 

Mr. Lampuerg, Yes, sir. 

Mr. THomas. American supplier or overseas ? 

Mr. O’New. American supplier. ; 

Mr. Wuirrtter. Coffee has to do with blend. The specifications call 
for a certain blend but once you get the coffee, it is awfully difficult 
to set up a test, and that is the reason it was referred to the FBI. 

Mr. Tuomas. How long has this investigation been going on? Is 
it finished ? 

Mr. Lampuere. It is not cleared up yet. I understand it is being 
presented to a Federal grand jury just about now. 

Mr. Tuomas, Any other investigations in the supply service ? 

Mr. Lampuere. This one I mentioned in Brooklyn. The FBI had 
started it. They finished that one and it involved the possible removal 
of two employees for the acceptance of bribes and it resulted in their 
removal. 

Mr. Tuomas. Three actions last year, one by the Office of the Ad- 
ministrator, and two by the FBI. I still say that is a pretty good 
record, if that is all it is. 

Mr. O’Net. I don’t believe we average one a year. 

Mr. Tuomas. That is a good record. All of you ought to be proud 
of that. 


SUPPLY PERSONNEL IN HOSPITALS 


Mr. Jonas. Does the record contain information about the number 
of supply people in a thousand-bed hospital ? 

Mr. Wuirtrer. That is what Mr. Parmelee testified to earlier, it is 
about 20 to 22 people. 

Mr. Parmeter. Of course, that varies widely. We leave the exact 
number and their duties to the manager though we keep monitoring 
it, and making recommendations. 

Mr. Jonas. What does it average? 

Mr. Parmeter. I would say the average is probably 6 or 7 people 
in an average hospital of that size. 

Mr. THomas. You gave usa figure of 20 to 22. 

Mr. O’Netw. The 6 or 7 relates only to procurement. 

Mr. Parmeter. Eighteen to twenty-two would be a rough average 
for the total supply service. 

Mr. Jonas. That is in the local hosptial? 

Mr. Parmecer. Yes. 

Mr. Jonas. The reason I left the room was to call the manager of a 
locally owned private hospital in my home town. They use no Fed- 
eral, State, or public funds. It is privately owned and operated for 

rofit. 
: It is a 100-bed hospital and they have 85 people on the staff, includ- 
ing cooks, orderlies, doctors, dlavingh-pninihade. 

One hundred and eighty-five people would be fed when all the beds 
are occupied. The entire procurement of foodstuffs, medicines, all 
supplies—everything used in that hospital is handled by two people, 
the administrator and the dietician—and all of the work including 
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case histories of all the patients, the total clerical force consists of 
three girls. 

In view of that, how can you justify 22 people engaged in procure- 
ment in an 800-bed hospital ? 

Mr. O’New. Mr. Jonas, the private hospitals are operated on an 
entirely different basis. 

Mr. Jonas. I am sure they are. 

Mr. O’Net. I am sure that you are not including the costs of the 
personnel in the local drugstore that supplies a large part of the 
medicine. 

Mr. Jonas. No; they have a pharmacy in the hospital. 

Mr. Tuomas. Every VA hospital has one too. 

Mr. O’Net. But the relative job is entirely different. 

Mr. Jonas. I would like to know why. I gave you that as an 
example of the way private industry operates. It illustrates why 
there is so much resentment on the part of the taxpayers when they 
see Government growing. There is a general impression that it takes 
2 or 3 people in Government to do the job that 1 person does in 
private life. 

Mr. O’Net. I don’t know about this particular hospital. We did 
make a comparative study with Doctors Hospital here in Washington. 

Mr. Yates. Which is an ordinary general medical and surgical 
hospital. 

Mr. Jonas. Yes. 

Mr. O’Net. Of course, Doctors Hospital has a concessionaire phar- 
macist. They do not include that in their study. They have a drug- 
store which supplies their drugs and keeps an inventory on hand. 
The cost of the medicines is transferred directly to the patient, and 
they are not particularly concerned with what those medicines cost. 

We are concerned with what they cost, and we do not. pass that 
cost along to the patient. We in effect have to do the job that the 
local drugstores do for the average private hospital. 

Mr. Jonas. This hospital has been in existence for about 60 years, 
and it has operated without any public funds. If they can run a 
100-bed hospital with an administrative overhead of an administra- 
tor, a dietitian, and three girls in the office, it seems to me there is 
something wrong somewhere. 

They are either short of people, or the VA hospital organization 
is topheavy. 

Mr. Yates. How many beds did you say it has? 

Mr. Jonas. One hundred. 

Mr. Yates. You talked about Doctors Hospital. Do you know 
neat many people Doctors has doing the work Mr. Jonas has referred 
to! 

Mr. O’Netu. It has 22 people actually. 

Mr. Yates. How many beds does it have? 

Mr. O’Net.. In the neighborhood of 200. 

Mr. Jonas. Who operates Doctors ? 

Mr. Yates. It is a private hospital. 

Mr. Jonas. Profit or nonprofit ? 

Mr. Yarrs. That sounds high. Either they have different stand- 
ards in Washington, D. C., than they do in North Carolina or some- 
thing is wrong. 


NRE 


ee 


651 


Mr. Jonas. I would like to give you the name of this hospital, and 
you can go down there and find out how they do it and I believe 
save a lot of money. 

Mr. Wise. I am sure that that figure would not take in the ware- 
housing and distribution, which we, after all, do include. 

Mr. Jonas. I am talking about 185 people being fed there. 

Mr. Tuomas. He is talking about a 100-bed hospital, and we are 
talking about an 800-bed hospital. 

Mr. Jonas. But they have 85 staff people that eat there. 

Mr. Tuomas. Buying enough for 800 can be done just about as 
easy as 100 or 185. 

Mr. Jonas. His problem is more serious than ours here because he 
doesn’t know whether he will have 100 in the hospital next week or 
not. 

Your rate is fairly fixed, and you can buy ona 3-months period. He 
can’t do that because he doesn’t stay full all the time. 

Mr. Yares. Is there a relative number here? You have 2 people to 
take care of about 185. Four times that would be 8 people for an 800- 
bed hospital. 

Mr. Jonas. I don’t think that would follow. A man could buy for 
200 as well as for 100, couldn’t he ? 

Mr. Yares. I think it would still be difficult to take care of an 800- 
bed hospital with 8 people. Don’t you think so? 

Mr. Tuomas. What does the Administrator have to say ? 

Mr. Jonas. I asked the Administrator and he said, he was in the 
Navy during the World War, and he said that in a 750-bed Navy hos- 
pital, there was one commissary officer who did all the buying. 

Mr. Wurrtter. Mr. Chairman, if I may, I certainly think that the 
Congressman’s point about saving money is a very sound one. The 
difficulty is that as we discuss this hospital that Mr. Jonas is referring 
to, we were not absolutely sure of everything that is included in the 
figures. Not only are we not absolutely sure of everything he has 
included in his figures, but we are not able to actually compare the 
facts and the statistics exactly with our own because we may include 
other items that the private hospital does not. 

After all, not only does the VA distribute, but it does other services 
which would not ordinarily be performed by a private hospital and 
charged to its costs. 

However, we want to render the most sound and economical service 
that we can, and if there is a hospital in America that has the best 
administration, we want to compare ours with it. If you will be good 
enough to talk with me afterward, I assure you we will examine the 
system and compare it with ours, and if they have something that we 
could adopt that would help us to render better and more economical 
service, we certainly want to adopt it. 

Mr. Yates. Hasn’t the VA made a comparison of its costs? 

Mr. O’Ner. We work regularly with figures released by the Amer- 
ican Hospital Association. 

Mr. Yates. How do your statistics compare with private hospitals? 

Dr. Mippteron. Mr. Chairman, I have a study here that has been 
prepared in November 1957, and it shows a comparison of the factors 
that Mr. Jonas has brought into the situation. 

Mr. Yates. What is the nature of the study ? 





ae TE EEN er rn a 





652 


Dr. Mippteron. Who conducted the studies, did you say? I am 
sorry, I could not hear you. 

Mr. Yates. No; I say what is the nature of the study? I would 
like to know who conducted the study, too. 

Dr. Mippteron. A study of VA staffing and cost and compared 
with university hospital, voluntary hospitals, municipal hospitals. 

It was conducted by our own staff, and with the help of the Ameri- 
can Hospital Association and the American Medical Association staff. 

Mr. Tuomas. You have Government and State institutions and 
private ones, too? 

Dr. Mippteton. Yes. The staffing, of course, finds us in a very 
unfavorable position. You will see the figures on the report, gentle- 
men, and I would be glad to submit that for the record, if you would 
like me to. 

This report includes the staffing. On any comparison that is made 
in this study, you must realize the VA report includes even the 
physicians because the VA pays them. 

Mr. Tuomas. Also it includes the X-rays, doctors’ costs, drugs, 
food, everything. 

Dr. Mipptetron. Nursing and everything else, sir. 

Mr. Txomas. On a comparable basis, your cost is going to be 
much less. 

Mr. Yates. Has a comparable study been made of the supply serv- 
ice of the VA and of private hospitals—a comparison of the two? 

This was the medical portion of the treatments ? 

Mr. Parmeter. It includes all of it. 

Mr. Yates. It includes the supply service, too ? 

Mr. O’Nem. I think we are talking about different things, but 
we would like to find out if anybody can do that job with two people. 
I would like to see it. 

Mr. Jonas. I will give you the name of the hospital. 

Mr. O’Netw. Thank you. 

Dr. Mippteron. Mr. Chairman, there is just one thing, we all know 
that hospitals under 200 beds are uneconomical. 

Mr. Jonas. This one operates at a profit. 


VA STUDY OF HOSPITAL STAFFING AND COSTS 


Mr. Tuomas. We will insert the report Dr. Middleton submitted 
for the record at this point. 


(The report referred to is as follows :) 

NOVEMBER 1, 1957. 
From: Administrator (00). 
fo: Chief Medical Director (143). 
Subject : Study of hospital staffing and costs. 

1. The attached study is submitted in view of the interest which you have 
expressed in the subject matter. 

2. It appears quité evident from the data in this study that every necessary 
action must be taken to give adequate support to the VA hospital program, if 
we are to carry out our responsibility of providing care equal to that available in 
the best civilian hospitals consistent with the significant advances being made 
in the medical sciences. 

3. The following has been abstracted from an article, the Nature of Hospital 
Costs, by Ray BE. Brown, published in the April 1, 1956, issue of Hospitals, the 
journal of the American Hospital Association. At the time of publication, Mr. 
Brown was president of the American Hospital Association, superintendent of 
the University of Chicago Clinics, and director of the graduate program in hos- 
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pital administration, University of Chicago. I believe the statement is par- 
ticularly timely and pertinent to the subject. 

“The quality and quantity of hospital services per patient-day has shown dra- 
matic and accelerating growth in recent years. This is a result of the cascading 
technical and scientific progress medicine is making. Both the medical pro- 
fession and the American public demand that every discovery and improved 
procedure be made immediately available within the hospital. As medical 
science progresses there is no alternative but for hospitals keeping pace by pro- 
viding the necessary facilities. Every medical advance can, however, be meas- 
ured in terms of added hospital costs and added hospital personnel.” 


Wri1iAm §S. Mrippreton, M. D. 
MANPOWER UTILIZATION IN HOSPITALS 


More employees per 100 patients are required today than were required 10 
years ago for hospital care and treatment. The number of employees per 100 
patients has been increasing each year during the period 1947—56, in nonprofit 
short-term general and special hospitals, in governmental (non-Federal) short- 
term general hospitals, and in Veterans’ Administration G. M. and 8. hospitals. 

The following tabulation shows the number of employees per 100 patients em- 
ployed in 1947 and in 1956 for the 3 hospital groups: 








| } 
Short-term general and special hospitals 1947 1956 | 10-year | Percent 
| increase | increase 
Nonprofit ; 5 i seecsietaeace iisivihb clase aed 5d eto oa 161 213 | 52 | 32 
Governmental (non-Federal) sitet a 126 195 | 69 54 
VA, general medical and surgical ite ast: 1 133 142 | 9 | 7 


j | } 





1 1949 experience; prior years unavailable. 


The ability of the department of medicine and surgery to operate a system of 
over 100 general medical and surgical hospitals with employment of only 142 em- 
ployees per 100 patients is commendable. In comparison, the 213 employees per 
100 patients required for staffing nonprofit short-term general hospitals, reflects 
. manpower requirement that is 50 percent greater than Veterans’ Administration 

ospitals. F 

Manpower utilization studies have been a continuing activity for VA manage- 
ment. A systematic review and appraisal program stimulates improvement and 
helps hospitals to find ways of providing essential services with shrinking finan- 
cial resources. Many price increases in goods and commodities, and services, as 
well as rising salary levels have forced VA hospitals to absorb these rising costs 
by finding simpler and less expensive ways of doing things without impairing 
the quality of care. There is grave doubt over the ability of hospital managers 
to continue this process of curtailing activities and postponing needed moderni- 
zation or maintenance of physical plant facilities in order to use funds for more 
immediate and pressing problems. About 80 percent of VA hospital per diem 
costs go for personal services payroll. The amount of money which may be 
diverted to support rising payrolls is obviously limited. The continuing objec- 
tive of the department for efficiency and economy has been emphasized because 
of the limited budgetary funds which can be made available to stations. 

Employees per 100 patients in VA hospitals rose from 133 in 1949 to 150 in 
1953, then fund limitations and rising costs caused a drop to 147 in 1954, and then 
to 142 in 1956. In fiscal year 1957 the number of employees per 100 patients in 
general medical and surgical hospitals dropped again to 139 from 142. Contrary 
to the experience of nonprofit hospitals and to governmental (non-Federal) hospi- 
tals, VA has regressed from its staffing standard of 150 employees per 100 pa- 
tients in 1953 to 139 in 1957. Continuation of this trend can undermine the Vet- 
erans’ Administration medical-care program and its emphasis on quality with 
care equal to that available in the best civilian hospitals. 


VA HOSPITAL PER DIEM COSTS 


In general, VA hospital per diem costs are substantially lower than those for 
private hospitals. Costs include items which are not generally components of 
the patient-day costs of private hospitals, such as, medical reference labora- 
tories, dental services, employee-training programs at hospitals, a wider range 











654 


of special facilities and services, and nonreimbursable services furnished other 
Government agencies. 

Other significant differences which limit the validity of the comparison of VA 
hospital costs with those of private hospitals are as follows: 

(1) The patient-day costs of VA hospitals include physicians, consultants, and 
other professional services (e. g., special nurses, anesthetists, etc.), which are 
generally not included in the patient day costs of private hospitals. 

(2) Most VA hospitals treat patients of all diagnostic types (tuberculous, psy- 
chotic, other psychiatric, neurological, and general medical and surgical) ; pri- 
vate hospitals generally care for patients of only one major type and consequently 
require less varied personnel and facilities. 

(3) VA hospitals are required to support administrative staff to determine the 
legal eligibility of patients, to carry out various Federal regulations, and main- 
tain required governmental records. 

(4) VA hospitals include in their per diem costs dental, pharmacy, X-ray, 
laboratory, and other specialized services which are generally not included in 
the per diem costs of private hospitals. 

(5) VA hospitals provide a more extensive rehabilitation program, supple- 
mented by chaplaincy services and recreational therapy facilities, than most 
private hospitals. The emphasis in VA hospitals is on functional and social 
rehabilitation as well as on early ambulation and evacuation. 


Comparison of average ADPL and number of employees per 100 patients in 4 classes 
of hospitals ! 


Average Employees 





Class of hospitals ADPL per 100 pa- 
tients 
I 0 iiclng is ccalldadesseiitionww 34m =m olibcaenisttlef a tmwsiadcs Aeris cetbaeanah tLe 507 2 292 
a al aaa ac caedizdh dices Nh creer smnctchieecpinasy tledlaainkg en tdivinin aia poe ceee aa 359 2243 
et Ae cas haus ene ehnnbbip etn amteeeReredalmerhy tinicednedmelbd 469 2178 
Veterans’ Administration, general medical and surgical ___..............._.- 536 3143 


1 Based on compiling of 10 hospitals in 4 classes of short-term general and special hospitals from listing of 
hospitals, pp. 11-214, Guide Issue, pt. 2, Journal, American Hospital Association, August 1957. 

2 Excludes residents, interns, and students, but includes full-time equivalents for part-time personnel. 

. Includes full-time "equivalent employment for consultants, attendings and all full- or part-time em- 
ployees. 


Cost per patient day, payroll per diem cost, and number of emplouees per 100 patients 
in short-term general and special hospitals for 5-year period, 1952-66 





Governmental-non- | Veterans’ Administra- 

Nonprofit (3,165 Federal (1,153 hos- tien (114 hospitals in 

hospitals in 1956) pitals in 1956) 1956) general medical 
and surgical 

















Year | | 
Total |Payroll| Em- | Total |Payroll 
per per jployees; per per 
diem | diem 100 diem | diem 
cost patients} cost 
(1) (2) (3) (4) (5) 
i ik didins utah bch ap tina $19. 55 | $i. 22 184 | $15. 37 $9. 63 
al li in escapes ewe 21.09 12. 35 193 17.14 11.10 
et a ae 22. 78 13. 67 207 19. 34 12. 66 
See eteite swshbcwccenske-u 24.15 14. 76 210 20. 62 13. 54 
tte Ltd cmmbsnngm t= 24. 99 15. 23 213 22. 08 14. 46 
5-year increase............-- 5. 44 4.01 29 6.71 4. 83 
So | 28 36 16 43 50 
BOP ios snide eke ( () (!) () (5 
1 Not available. 


Source: Cols. 1 through 6 from table 10, PB: 375, pt. 2 + Avent 1957, American Hospital Assoclation, Guide 
Issue. Col. 7 from VA Annual Reports (fiscal year data) cols. 8-9 from VA DM&S Budget Submissions. 


Municipal hospitals ! 
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Personnel 
Aver- Personnel 
age Total | Pay- | Exclud- Per per 100 
Code Name of hospital daily ex- roll ex- | ing resi- | Interns, | diem patient 
patient | penses | penses | dent in- | resident | costs | (exclude 
load terns and stu- col. 6) 
and stu- dents 
dents 
(1) (2) (3) (4) (5) (6) (7) (8) 
| 
14 | Burbank Hospital, Fitchburg, Thous. | Thous. | 
Ree ris de oe 145 | $1,592 | $1,095 432 10 | $30.00 | 298 
14 — Hospital, Austin, 
ceili inthe anni nb alianck areca 156 1, 693 1, 042 436 99 29. 65 279 
14 Springficid City Hospital, 
ister eskittieliin os Seciauthmatieniat sacntiien 196 | 1,830; 1,188 409 87 | 25.51 209 
14 one Hos ital, Quincy, Mass... 198 2, 163 1, 582 459 | 132 29.85 | | 232 
13 | Prince Georges General Hos- i 
pital, Maryland.__........... 206 | 1,832 1,145 503 63 | 24.30) 4 244 
14 | Hurley Hospital, Flint, Mich-. 419 4, 701 | 3,403 876 237 | 30.65 209 
15 | Indianapolis General Hospital, 
IIS Bh oo inca phinsieon aioe 468 | 2,942 2, 042 712 200 17.18 152 
14 | Detroit Receiving Hospital, 
ir niith«-ncbicsignennetialentia 607 7,815 5, 749 1, 402 130 35. 18 231 
13 | Milwaukee County Hospital, 
Pie iain cei adits 766 | 5,889 | 4,676 1,098 381 | 21.01 143 
14 Philsdelphia General Hospital, 
Pennsylvania................- 1,531 | 9,024) 6,848 2, 049 555 | 16.10 * 134 
RT cscs etnincitiniimgd Finite SOG. ovinee<ecdinsasatens 178 
! Listing of hospitals, pp. 11-214, Guide Issue, pt. 2, Journal American Hospital, Aug. 1, 1957. 
VA hospitals ! 
Personnel 
Aver- Personnel 
age Total | Pay- | Exclud- Per per 100 
Name of hospital daily ex- roll ex-| ing resi- | Interns, | diem | patients 
Code patient | penses | penses | dents, in-|residents,| costs | (exclude 
load terns, | and stu- col. 6) 
and stu-| dents 
dents 
(1) (2) (3) (4) (5) (6) (7) (8) 
Thous. | Thous. 
81 | VAH, Marion, Il_.-........... 166 | $1,240 | $1,052 4b ane $20. 41 132 
81 | VAH, Big Spring, ee aiheiasditsceancns 216 1, 408 1, 096 pp ere 17. 81 120 
81 | VAH, e City, Fla.........- 309 | 2,281 1, 792 EE Ei emnnianamedl 20. 17 132 
81 | VAH, San Francisco, Galif____. 381 | 3,285] 2,683 575 52 | 23.56 151 
81 | VAH, Philadelphia, Pa______.- 439 | 3,494] 2,833 629 56} 21.75 143 
81 | VAC, Denver, Colo. __......... 459 | 3,459] 2,947 708 44| 2.59 154 
81 | VAH, Columbia, 8. C.......__. 507 | 3,604/| 2,891 662 2] 19.42 131 
81 VAH, East Orange, ep Ae tnivon 763 | 5,484 | 4,490 1,013 17| 19.64 133 
81 VAH, New York, N Y (Man- 
hattan) cee satel ialeeclonabtigs 874 | 6,234 4, 811 1, 372 60 19. 49 157 
eas: he SRS 1,253 | 9,963 | 8,258 1, 807 146 21. 72 144 
Be iincanamcbendcanahie Se dahoncavsne Rananaeidaia 143 


1 Listing of hospitals, 


21543—58&—pt. 1——-42 


pp. 11-214, Guide Issue, pt. 2, Journal American Hospital, Aug. 1, 1957. 
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University hospitals } 












































| i 
4 
i Personnel 
Aver- Personnel 
age Total | Pay- | Exclud- Per per 100 
| Code Name of hospital daily ex- roll ex-| ing resi- | Interns, | diem | patient 
; patient | penses | penses | dent in- | resident | costs | (exclude 
' load terns | and stu- col. 6) 
' and stu- | dents 
: dents 
) (1) (2) (3) (4) (5) (6) (7) (8) 
| 23 | Peter Bent Brigham Hospital, Thous. | Thous. 
' ld ce en ere 229 | $3,282 | $1,879 589 220 | $39.16 257 
' 23 | Emory University Hospital, 
Atlanta- 257 2, 717 1, 720 619 151 28. 85 241 
21 Georgetown University Hospi- 
tal, Washington, D. C___-___- 293 | 3,202 | 2,223 743 240 | 29.86 254 
12 | University of California Hospi- 
tal, San Francisco--.-_-_..------ 322 5, 697 3, 694 1, 148 374 48. 34 357 
23 | George Washington Hospital, 
: Washington, D. C_- 338 4, 128 2, 777 837 89 | 33.37 248 
: 12 | Ohio State University Hospital, 
of SR hE Nae Satie hl 493 | 6,113 | 3,996 1,397 1,459 | 33.88 283 
23 | University Hospital of Cleve- 
a ee 556 7, 358 5, 118 1, 839 349 | 36.16 331 
12 | University of Wisconsin Hospi- 
tal, Madison. __- 606 4,416 | 3,293 . 1,069 776 19. 91 176 
: 23 | Massachusetts General Hospi- 
: a ternary 733 | 11,224 | 7,378 3, 104 933 | 41.84 423 
; 23 | Presbyterian Hospital (Colum- 
' bia), New York City--_.....-- 1, 243 | 17,509 | 10, 424 3, 465 701 | 38.49 279 
' } | | | 
OUI oa i enn 8% connees | 507 | PES: ants | 1, 481 nevseenene|-nens=n-| 292 
' = ! = “ a 
; 1 Listing of hospitals, pp 11-214, Guide Issue, pt 2, Journal American Hospital, Aug. 1, 1957. 
: 
J Vetuntery hospitals ! 
: j 
4 Personnel 
i Aver- Personnel 
; age Total | Pay- | Exclud- Per per 100 
: Code Name of hospital daily ex- roll ex- | ing resi- | Interns, | diem patient 
' patient | penses | penses } dent in- | resident | costs | (exclude 
' load terns | and stu- col. 6) 
; and stu- dents 
{ dents 
| (1) (2) (3) (4) (5) (6) () | (8) 
23 | Luther Hospital, Eau Claire, Thous. | Thous. 
H We tes ta iat 165 | $1,392 $901 359 106 | $23.05 218 
t 23 | Huntington Memorial Hos- 
' pital, Pasadena, Calif__.__._. 251 | 3,177 | 2,210 653 116 | 34.58 260 
23 | Madison General, Wisconsin __. 284 2, 577 1, 620 525 208 | 24.79 185 
23 | Lankenau Hospital, Philadel- 
' phia, Pa____- ; : 291 2, 534 1, 604 520 219 23.79 179 
' 23 | Swedish Hospital, Seattle, 
; ak ec ee 294 3, 651 2, 413 807 117 33. 93 274 
23 | Charles T. Miller Hospital, St. 
f Paul__... 310 3, 406 2, 360 733 135 30.02 236 
; 23 | Cedars of Lebanon, Los An- 
f geles, Calif____ ; 350 5,524 | 3,615 1, 225 74 43.12 350 
23 | Rhode Island Hospital, Provi- 
| “dence. | 467 | 5,925| 4,092} 1,547 334 | 34.66 331 
' 23 | Hermann “Hospital, Houston, | 
i a 545 5, 537 3, 370 1, 080 185 27.7 198 
; 23 | Youngstown Hospital, “Ohio_- 639 | 6,349 | 4,545 1, 297 251 27.15 fe 203 
MONI. iarciniicnuncecan FERRO Be A Uta rds ccedaleindeews 243 

















1 Listing of hospitals, pp. 11-214, Guide Issue, oi 2, Seisinal American Hospital, how. 1, 1957. 
Source: Controller, Department of Medicine and Surgery, Veterans’ Administration, September 1957 
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GENERAL COUNSEL 


ae 
| 


Mr. Tuomas. Miss Reporter, will you insert in the record at this 
point pages 6-10 and 6-11. 
(The above referred to pages follow.) 





General counsel, $909,036 











Estimated, | Estimated, | Increase (+) 

Actual fiscal | fiseal year fiscal year or de- 

year 1957 1958 1959 crease (—) 
1959 over 1958 
Avaam employment: Departmental..._...._.- 114 110 SEER Sein estpunahean 
osts: 

01 Personal services._..................... $792, 860 $794, 581 $797, 813 +$3, 232 

02 Travel, employee--..._..............--- 3, 380 6, 120 5, 120 —1, 
07 Oontractual service, other. _.._...... al 2, 628 2, 750 2, 800 +50 
08 Supplies and materials._..............- 7, 401 7, 000 TRIE, Bins jis aiaaeasiicheteons 
Oe MIDs coe cen teenth ens 4, 385 500 5, 000 +4, 500 
11 Grants, subsidies and contributioms.___}...........__- 49, 043 51, 208 +2, 165 
13 Refunds, awards and indemnities-_____ 96, 371 40, 000 MIO Sc cnscisitnnsimprltantiiticn 
15 Taxes and assessments--.--__...........- 95 OF Tig Scr ateue 
GIs 5 sea nacecnitcek tas oa eie ; $907, 060 $900, 089 $909, 036 +$8, 947 





' 


The General Counsel serves as chief officer of the Veterans’ Admin- 
istration in all matters of law and legislation. This staff office as 
presently organized includes the Office of the General Counsel, execu- 
tive assistant, Associate General Counsel for Legal Services, and the 
Associate General Counsel for Legislative Services. In addition there 
was recently assigned to the General Counsel an assistant who will act 
as research consultant and adviser to the General Counsel on the cor- 
relation, simplification, integration, and codification of the entire body 
of laws pertaining to veterans. This project is of such magnitude 
that it may require several years for completion. 


01 Personal services, $797,813 


Personal services requirements for the Office of the General Counsel 
are based on approved staffing patterns established through operating 


experience as necessary to handle existing and estimated workloads for 
the fiscal year 1959. 








Actual, Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1957 1958 1959 
Average employment: 

Office of Genera] Counsel...-.......-.......--..-.-...---. 6 8 8 
Office of executive assistant _- akan enthiiaditaetsiedilia t= oid 37 31 31 
Associate General Counsel for Legal Services..........___. 37 37 37 
Associate General Counsel for Legislative Services -....-- 34 34 34 
TORE. coseeepnmibdwenddidebanstesteclnaonadtincs. 110 | 110 


114 





Workloads for the General Counsel’s office for the fiscal years 1958 and 1959 


are expected to remain at approximately the same levels as those experienced 
during the fiscal year 1957. 


02 Travel, employee, $5,120 


The funds requested for travel for the Office of the General Counsel include 
travel for attendance of employees and witnesses in connection with litigation 
in which the VA is concerned and attendance of the General Counsel and his 
staff at conventions of service organizations. It is estimated that five such con- 
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ventions will be attended during the fiscal year 1959. Travel requirements for 
the attendance of employees and witnesses in connection with litigation varies 
considerably, depending upon court calendars, and other factors and travel funds 
estimated for the fiscal year 1959 are considered the minimum necessary to meet 
operating requirements. 
07 Contractual services, other, $2,800 

For Federal employees group life insurance, repairs to furniture and equip- 
ment, interagency motor-pool requirements, and other miscellaneous adminis- 
trative and operating expenses. 
08 Supplies and materials, $7,000 


For miscellaneous office supplies and materials and the law library. Includes 
$4,000 for lawbooks broken down to $3,000 for continuations for present sets and 
$1,000 for new books. The law library is used extensively by the General Counsel 
and his staff, other services in the VA as well as other Government agencies. 

09 Equipment, $5,000 

The Office of the General Counsel plans to replace in fiscal year 1959 various 
items of furniture in the offices of four service directors. Requirements also 
include replacement of office machines due to age and excessive maintenance 
costs. 

11 Grants, subsidies, and contributions, $51,208 

For payments to the civil service retirement fund as required by Public Law 
854, 84th Congress. 

13 Refunds, awards, and indemnities, $40,000 


It is estimated that the sum of $40,000 will be required for the fiscal year 
1959 for the administrative payment of claims arising under the Federal Tort 
Claims Act not in excess of $1,000 and for payment of compromise settlements of 
litigated claims as approved by the Attorney General. The most recent experi- 
ence (fiscal year 1957, $96,371) is not considered representative in view of the 
fact one compromise claim alone totaled $50,000 during this year. 

15 Tazes and assessments, $95 


Estimated requirements for FICA taxes. 


Mr. Tuomas. How much money are you asking for this year, 
Judge? 

Mr. Brrosaty. For 1959 we are asking for $909,036. 

Mr. Tuomas. Only $9,000 more than last year. That is cheap 
enough. How many lawyers do we have now ¢ 

Mr. Brrosatu. We have exactly 48, sir. 

Mr. Tuomas. Where are you located now? 

Mr. Brrpsaty. We have a combined organization now, sir. 

The Office of Legislation was combined with the Office of the Gen- 
eral Counsel. 

We have an Associate General Counsel for Legislation which in- 
cludes the congressional liaison and the Associate General Counsel for 
General Law, which includes the legal-opinion work and litigation. 

Mr. Tuomas. You have 110 people for this year against 110 last 
year and 114 for 1957. How many of that 110 people are lawyers? 

Mr. Brirpsay. Forty-three percent—forty-eight attorneys. 

Mr. Tuomas. And you do all the work for the central office? 

Mr. Brrpsatu. Yes, sir. 

Mr. Tuomas. Do you have any of your expense charged under 
the “Department of Medicine” and any of it charged under “Veterans 
Benefits” ? 

Mr. Brrosatn. No. As a matter of fact, it is all charged right 
rere. 

Mr. Tomas. You don’t have a unit under Benefits? 

Mr. Brrpsatu. We have no employees assigned to other services, sir. 
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CHIEF ATTORNEY’S OFFICE 


Mr. Tuomas. Do you have any lawyers in the field? 

Mr. Brirvsauz. The Chief Attorney’s offices are under the jurisdic- 
tion of Veterans Benefits, and for the purposes of litigation and in 
connection with the standardization and uniformity in legal opinions, 
we receive the opinions of the Chief Attorney, which are written 
opinions for review for that purpose; and as to litigation we watch 
out for those cases because we have a separate control on the progress, 

Mr. Tuomas. Are they under your jurisdiction ¢ 

Mr. Birpsauu. No, sir. 

Mr. Tuomas. They are lawyers though, aren’t they ? 

Mr. Brrpsatu. Yes, sir. 

Mr. Tuomas. Are they in the District of Columbia ? 

Mr. Brrpsauu. They are out in the field. 

Mr. Tuomas. There are no lawyers in the VA except this legal staff, 
which you are now describing and which is your jurisdiction, of 110 
ae lawyers and the rest are stenographers, and clerks in the 

istrict of Columbia ? 

Mr. Brrpsauu. Yes, sir. 

Mr. Tuomas. Under whose jurisdiction are they—Benefits? 

Mr. Brrpsatu. Yes, sir. 

Mr. Tuomas. They have been divorced from the General Counsel’s 
office for about 2 or 2144 years. How many are in the field? 

Mr. Monk. 650 lawyers in the field. 

Mr. Tuomas. Are they all charged to Benefits? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. And under whose jurisdiction do they come and where 
are they located in the field ? 

Mr. Monk. They are located in the regional office. They are under 
the jurisdiction of the manager of the regional office. They are under 
the administrative jurisdiction of the Chief Benefits Director. 

Mr. Tuomas. Here in the District of Columbia? 

Mr. Monk. Yes, sir. 

Mr. Vursett. May I ask for information a question which I hope 
you will answer briefly as a matter of saving time. 

What is the general range of legal work? I know that is a big ques- 
tion, but it seems to me like a lot of lawyers. 

Mr. Brrpsatx. Sir, we have, first of all, your readjustment benefit 
programs which produced the problems that came up in the field of 
contracts, when they were contracting for tuition and supplies. 

That load is pretty well over mesa we still have the loan guar- 
anty program, which is still in progress which gets into the matter of 
defaults and foreclosures, and title. 

We also have the matter of domestic relations and guardianship, as 
we have many minors and incompetents as to whom their estates must 
be checked, and the regional attorneys’ office takes care of that. 

In the central office we receive those questions involving all of our 
programs including insurance, compensation, pension, or any of the 
other matters—hospitalization, as to which there is no precedent opin- 
ion or regulation in effect, and that is considered in my office in central 
office for precedent purposes. 

Mr. Vursetu. In other words, you have a great many thousand legal 
questions during the year that must have attention ? 
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Mr. Brrpsauu. That is correct, sir. 

Mr. Vursewu. Is there anything else? 

Mr. Brrpsatt. You see, we are also connected with coordination of 
regulations following the enactment of new legislation. We try to 
compose as many of the legal problems as we can, so as to get immediate 
standardization. 

I might mention, Mr. Chairman, and Mr. Congressman, also that 
we have a working relationship, which is very favorable, with the 
Department of Veterans’ Benefits whereby we do keep up a supervisory 
relationship where, for purposes of supervision, the reports of the legal 
supervisors in the field—are utilized by us. 

Mr. Tuomas. Tell us something about your workload for next year 
and explain these things to us. 

Mr. Brrpsatu. We expect very little change. 


OTHER OBJECTS OF EXPENSE 


Mr. THomas. What about the other objects—supplies and materials, 
$7,000; equipment shows an increase of $4,500. We lawyers do not 
need any equipment, do we? 

Mr. Brrpsatu. We expect to replace certain furniture, in the office 
and in the supplies and material, that is largely supplemental books for 
the law library. 

There are the United States Code Annotated, Federal and State 
reports, State codes and other compilations of the law. We have to 
pay for those also. 

Mr. Jonas. How many copies does that give you? 

Mr. Brrosauty. We have a total of three sets of the United States 
Code Annotated. 

Mr. Jonas. You don’t have libraries in your field offices ? 

Mr. Brrpsati. That is charged to field offices. 

Mr. Yates. It costs $7,000 a year for that ? 

Mr. Brrpsaty. Yes, sir. in my office; but it also includes our office 
supplies and materials in the law library. 

It is $4,000 for lawbooks broken down to $3,000 for continuation of 
present sets, and $1,000 new books. 

Mr. Yates. The equipment figure is up because it is new furniture ? 

Mr. Brrnsaty. Renlacement of needed furniture in the office. 

Mr. Jonas. I didn’t quite understand. You say you have the Fed- 
eral renorting system in your office ? 

Mr. Rrrpsaty. Yes. 

Mr. Jonas. That whole svstem would cost a lot. 

Mr. Yates. What about the other items ? 


REFUNDS, AWARDS, AND INDEMNITIES 


Mr. Brrosaty. That is payment for services. That is required by 
law, and awards, indemnitv—those are instances where we pay for 
claims not in excess of $1.000 under the Tort Claims Act. 

Those come into central office. There is no final authority in the 
field to settle those cases. Thev come in to us. and we must pav them, 
and then there are some tort claims above $1.000 which are litigated 
and where the Attorney General has compromised the claims. 
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Mr. Yates. Why is it so much more in 1957 than in 1959 and 1958? 

Mr. Brrpsauu. We have reduced that because we believe that in 1957 
it was an isolated instance and was not a practical instance to be used. 

We think that we should get along with $40,000, and see what does 
develop. 

Mr. Yates. What is your experience this year so far? 

Mr. Brirpsauu. This is well within our experience, sir. 

Mr. Tuomas. How much have you paid out, say, as of December 31? 

Mr. Brrpsatu. About one-half. Forty-some percent. 

Mr. Jonas. Would the answer partially be that you have tightened 
up on the claims ? 

Mr. Brrpsauu. No, sir; that figure there is largely contingent upon 
the compromises made by the Attorney General in a few isolated cases. 

Mr. Jonas. You paid out $96,000 in 1957. That is no longer specu- 
lative. That isa fixed figure. 

In 1957, you had one very large claim of $50,000. 

Mr. Yates. What was the nature of that? 

Mr. Jonas. They couldn’t be over $1,000 each. 

Mr. Yates. Might be. We will find out. 

Mr. Jonas. They are limited to $1,000. 

Mr. Yates. He said that they just paid a very large judgment. I 
am trying to find out what it is. 

Mr. Brrosatxi. That one compromise claim was, I believe, included in 
the $96,000—that is what we estimated for that year, rather. 

Mr. Yates. Mr. Jonas makes the point that you cannot pay more 
than $1,000. You said vou had a particularly large one. 

Mr. Brreosaty. This was above $1,000, requiring litigation, and there 
was a very large compromise item. 

Mr. Yates. What was the particularly large judgment? 

Mr. Brrosati. That was a compromise. That was 1957, an item of 
$50,000. 

Mr. Jonas. If it goes to trial in the Federal court and you pay it, 
it is not charged to this item ? 

Mr. Breosauu. That is right. 

Mr. Jonas. How do you get the fact that it was compromised when 
it was over $1,000? 

Mr. Brrosati. With approval of the court, the Attorney General 
compromised and settled it. 

Mr. Jonas. Thank you. 


BOARD OF VETERANS’ APPEALS 


Mr. Tuomas. Now, Miss Reporter, will you put in the record at this 


point pages 6-12 and 6-13 on the subject of the Board of Veterans 
Appeals. 
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(The above referred to pages follow :) 


Board of Veterans’ Appeals, $1,947,297 














} 
Estimated, | Estimated, | Increase (+-) 
Average employment Actwal fiscal | fiseal year fiscal year or de- 
year 1957 1958 1959 crease (—) 
1959 over 1958 
| 
Epenetee 52 S232 Se te ee ee 266 264 264 . 
Costs: 
01 Personal services__--- Daehn aie $1, 780, 635 $1, 790, 774 $1, 792, 774 +$2, 000 
02 Travel—emplovee.-____..........--..--- 1, 889 1, 905 4, 005. +2, 100 
03 Transportation of things. ......_..-_._- 2, 556 2, 400 3, 000 +600 
07 Contractual services—other______.__. 10, 465 8, 340 8, 590 +250 
08 Supplies and materials._..._.........-- 16, 465 6, 300 6, 600 +300 
09 Equipment. ______- arated 64, 619 10, 384 17, 338 +6, 954 
11 Grants, subsidies, and contributions___|_......__.- 4 111, 000 114, 840 +3, 840 
13 Refunds, awards, and indemnities-- ...| Pi Asenancs eons alleles resin oars aspen ange agian ia 
15 Taxes and assessments_......._.._...--] 108 150 Ss Ei au. 
|— | } 
Riese ace ee se | 1, 876, 797 1, 931, 253 1, 947, 297 +16, 044 


The Board of Veterans Appeals was created by law in 1933 to make decisions 
on appeals for benefits under all laws administered by the VA. The Board’s 
decisions are final except as to cases involving insurance contracts, where suit 
may be brought in the Federal courts. Appeals may arise not only in cases 
of living veterans but also where the veteran is deceased, and may be filed 
by or in behalf of the veterans themselves, their dependents, or their survivors. 
Of the appeals received by agencies of original jurisdiction, approximately 19 
percent are withdrawn by reason of allowance of benefits, or for other reasons, 
without submission to the Board. The remaining 81 percent require review by 
the Board. 

Appellate issues cover a vast variety of subjects, encompassing virtually 
every phase of the veterans’ benefits programs and arise even where there has 
been a favorable determination by the agency of original jurisdiction, since 
claimants frequently question the adequacy of the benefits granted. Approxi- 
mately 23 percent of the appealed cases involve multiple issues and frequently 
contesting appeals are filed, where 2 or more persons claim entitlement to the 
same benefit. 

The funetions of the Board are highly professional in nature and quasi- 
judicial in character. The Board conducts hearings in connection with appeals, 
weighs the accumulated evidence in the light of applicable laws, and prepares 
written decisions which (except in certain restricted instances) are released 
to claimants and appropriate interested persons. The hearings in connection 
with appeals are held, if requested, before the Board evaluates the evidence. 
They are for the purpose of affording the claimants, their representatives, 
attorneys, Members of Congress, and other interested persons an opportunity 
to present, for the record, testimony and oral argument in support of the claim. 
A written transcript of the hearing is incorporated in the claims folder, and is 
studied by the Board in conjunction with all other evidence of record. 

The completed appellate decision is the principal product of the Board. Appel- 
late decisions contain a summary of the contentions advanced, a full recitation 
of the material evidence, a statement of the law applicable to the issue, and an 
outline of the requirements to be met, followed by analysis of the evidence 
and the Board’s conclusions. Inquiries with reference to decisions and related 
matters constitute a collateral workload, which are answered through corre- 
spondence or personal contacts. In addition, in the performance of its func- 
tions as an appellate agency, the Board reviews the largest number of cases, 
by far, of any staff office or department in the central office of the VA. These 
eases emanate from all over the country and cover a myriad of issues. The 
Board is thus in a most advanfageous position to perform collateral functions 
of participating in identification and resolution of policy problems of wider 
seope than the Board’s specific statutory responsibilities. 


01 Personal services, $1,792,774 


Personnel requirements of the Board for the fiscal year 1959 are predicated 
on staffing patterns consistent with estimated workloads and operating experi- 
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ence. Distribution of average employment organizationally for the fiscal years 
1957, 1958, and 1959 is reflected by the following schedule: 


Actual, | Estimated, Estimated, 





Average employment fiscal year fiscal year fiscal year 
1957 1958 1959 

Coane af Cnet 2 a Be eh i: Re 7 9 9 
TU Sa 2 2 2 
Associate members (includes 11 secretaries) _...........-...--- 44 42 42 
Cee tas Merwin i es ce iitiadite ees 89 85 85 
Central Office Appeals Operations Division____......_......-- 120 119 119 
Field Appeals Operations Division........................--.- 4 7 

SON ni.dsosdacwods lciantondnmisdidnhabeesetaemcaeiiers 266 264 264 


Experience shows that in order that the Board’s product may be of the high 
quality expected of a final appellate agency, the per capita rate of production 
should not exceed 130 cases per annum. With adequate trained personnel to 
permit this rate of production, the Board’s decisions may be comprehensive, 
and fully reasoned so that appellants may understand the basis for the decision. 
Such decisions are an added bonus in service to claimants, enhance the public 
relations of the Veterans’ Administration, and reduce substantially further in- 
quiries for information relative to their appeals. During fiscal year 1957, the 
Board’s per capita production was 135, in disposing of a workload of 35,807 
eases. There was a downward trend in workload during the year and in the 
interest of efficiency and economy in operations, the Board’s personnel strength 
was revised downward by attrition, so that employment for the year averaged 
266. There was some overcompensation, however, which has resulted in the 
backlog of cases in readiness for appellate review increasing steadily from 
6,015 in December 1956, to 8,232 by the end of the fiscal year. 


Mr. Tuomas. This is one of the unsung heroes in the VA in my 
humble opinion. 

Who is to be the witness on this item ? 

Mr. Wuirtter. Mr. Stancil is Chairman, and he is not here, but he 
has been put on subject-to-call status if. you want him. Our 
thought was, Mr. Chairman, that we might give you the information 
you wanted from the record here and from statistics we have with 
respect to their operation. 


Mr. Tuomas. $16,044 in 1959 over 1958 making a total of 
$1,947,297. 


The Board of Veterans’ Appeals was created by law in 1933 to make de- 
cisions on appeals for benefits under all laws administered by the VA. The 
Board’s decisions are final except as to cases involving insurance contracts, 
where suit may be brought in the Federal courts. Appeals may arise not only 
in cases of living veterans, but also where the veteran is deceased, and may 
be filed by or in behalf of the veterans themselves, their dependents or their 
survivors. Of the appeals received by agencies of original jurisdiction, ap- 
proximately 19 percent are withdrawn by reason of allowance of benefits, or 
for other reasons, without submission to the Board. The remaining 81 percent 
require review by the Board. 


Their decision is final, is it not, gentlemen ? 

Mr. Wurrtier. That is right. 

Mr. Tuomas. There is no appeal from their decision, is there? 
Mr. Wuirtier. No, sir, except in insurance cases. 

Mr. THomas. How many members are there on the Board ? 

Mr. Wurrrier. Forty-two. 

Mr. Tuomas. You don’t mean 42 members on the Board, do you? 
Mr. Wurrtier. The 42 includes secretaries. 


Mr. Tuomas. How many different boards do they have? 
Mr. Kersey. Ten. 


a 





| 
: 
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Mr. Tuomas. Ten boards and there are 42 empioyees. 

Mr. Kersey. Ten sections with 31 associate members. 
oe THomas. What is the rate of compensation of the Board mem- 

rs 

Mr. Kersey. It runs about $11,000 on the average. 

Mr. Tuomas. Are those men all lawyers? 

Mr. Keusey. They are mostly lawyers, but, of course, they do have 
medical people. 

Mr. Tuomas. The office of the chairman had 9 employees last year 
and 9 this year; vice chairman, 2; associate members, 42. 

That is the Board members. Does that include their secretaries? 

Mr. Krusey. Yes, sir. 

Mr. Tuomas. How many Board members do we have? 

Mr. Kesey. Thirty-one. 


BACKLOG OF WORK 


Mr. Tuomas. What is the backlog in terms of days, weeks or 
months, and then give it to us in terms of cases? 

Mr. Ketxsy. In terms of weeks, it would be about—between 6 to 8 
weeks. The total backlog as of about December 31 was 17,373. . This 
includes cases still in the field as well as those in the physical posses- 
sion of the Board. 

Mr. THomas. You say 130 cases per annum is about all one mem- 
ber of the Board can handle. How do your boards sit? Do they 
sit with 1, 3, 5 members to a panel ? 

Mr. Ketsey. Usually 3, but one thing with respect to that 130— 
that is what we might consider a sort of ideal, because their actual 
production rate has been somewhat in excess of that recently, and 
yet they are not entirely satisfied with some of their pressure pro- 
cedures which make their decisions a little bit less than one would like 
to have them. 

Mr. Tuomas. Your justification shows that the backlog has been 
increasing from 6,015 cases in December of 1956 to 8,323 by the end 
of the fiscal year. What fiscal year? Is it this year? 

Mr. Kersey. Last year. 

Mr. Tuomas. June 30; is that right? 

Mr. Ketsey. Of 1957; yes, sir. 

Mr. Txomas. And 1958? 

Mr. Keusry. No, sir. 

Mr. Tuomas. Do you mean to say then in 18 months, the back- 
log has jumped from 6,000 cases to 8,200? 

Mr. Keusry. Yes, sir. 

Mr. THomas. Why should that be now? I am thinking this, Mr. 
Kelsey: Why should a veteran have to wait in terms of days, weeks, 
or months? 

How long does he have to wait from the time the case is argued 
before a board until your opinion is handed down ? 

Mr. Ketsry. Six and seven weeks. 

Mr. Tuomas. Six and seven weeks after the submission of the 
case. How much does he have to wait before it is submitted ? 

Mr. Kersey. That ordinarily would not be a long wait. 

Mr. Tuomas. What is the average in that respect ? 

Mr. Kersey. I would say a few weeks in the field offices, and it is 
then submitted to the central office from the field. 
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Mr. Tuomas. I thought the Board only sat in the District of Co- 
lumbia. 

Mr. Kersey. They do, but these cases usually emanate from the field 
offices, and a great number of them have been brought into the pic- 
ture by the overall review of uhe compensation and pension cases, 
which has produced many appeals. There have been some traveling 
boards, but not in the past few years. It is anticipated that some trav- 
eling sections will be sent out in fiscal year 1959. 

Mr. Tuomas. How does the Board get jurisdiction over a case? 

Mr. Kersey. Simply by the appeal from the veteran. 

Mr. Tuomas. The veteran initiates the appeal ? 

Mr. Ketsey. Yes, sir. 

Mr. Tuomas. How long does he have to wait from the time he files 
his appeal until the case is argued and then how long does he wait 
from the time it is argued until the final decision is reached? That 
is what we want to know. 

Mr. Ketsey. The actual January backlog will be 

Mr. Tuomas. If you do not know, say so; and we will go on to 
something else. Can you give us those approximate figures? 

Mr. Keusey. The 55 days is in the actual handling of the claim, and 
there would be some few weeks before that I do not have the exact 
figure, Mr. Chairman. 

Mr. Tomas. What is your best guess ? 

Mr. Ketsry. I would say 3 to6 weeks. 

Mr. Tuomas. And the total period from the time it is filed until the 
decision is reached is how long? 

Mr. Ketsry. Three or five months. Hardship cases and some others 
are advanced on the docket. 

Mr. Tuomas. Is that figure being stretched out constantly as the 
backlog increases ? 

Mr. Ketsry. No, since 1947, for example, they had a backlog which 
went up to as high as 29,000 in 1949, and it is down now in the overall— 
this includes these cases that are in the field—this 17,373. Those that 


are actually in possession of the board total about 8,000 as of December 
31, 1957. 





PERCENTAGE OF REVERSALS OF DECISIONS 


Mr. Jonas. In what percentage of that total of 35,807 cases handled 
in 1957 did the Board reverse the decision of the regional office ? 

Mr. Kesey. I donot see a figure on that, Mr. Jonas. 

Mr. Jonas. Could you get us those percentages ? 

Mr. Kersey. Yes, sir, and put it in the record. 

Mr. Jonas. Reverse or modification. 

Mr. Keusry. Yes, sir. 

Mr. Tuomas. That information will be put in the record at this 
point. 

(The information requested is as follows :) 

Reversals of prior decisions by the Board of Veterans appeals run to about 
9 to 11 percent of all cases handled and approximately the same number are 
remanded for some additional action. 

Mr. Tuomas. Is anybody here from the Board’s staff ? 

Mr. Wurrrter. No, Mr. Chairman; but the man is on the way down. 
My car is waiting for him. I left a car at the VA so that if the com- 
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mittee wanted anybody, he could be brought right down here. Mr. 
Stancil is on the way down here right now. 

Mr. Tomas. We ought to have some more information on that 
Appeals Board. It isan important office. 

Mr. Tuomas. Mr. Chairman we are delighted to have you, and we 
hope we did not put you to too much trouble. 

Mr. Srancrm. Thank you. 


WORKLOAD IN BOARD OF VETERANS APPEALS 


Mr. Tuomas. Now, what about your workload, is it increasing all 
the time? We had some figures, but they were not quite clear enough. 
From December 1956, you had a backlog of 6,015 cases, and it increased 
to 8.232 by the end of the fiscal vear. 

Mr. Srancm. That figure you just read was the number physically 
on hand. There is an equal number—or greater number-—at all times 
in the field-offices, being processed. Shall I tell you something about 
our backlog ? 

Mr. Yates. Yes. Tell us about how long it takes for the veteran 
to get a decision from the time the case is argued before the Board, 
how long it takes to get a decision from the time it is originally filed 
with the Board, until the Board hands down its decision. 

Mr. Stanctn. Yes, I will. 

In the order in which you asked, first, if our workload has been going 
up or down, and it hasn’t been going either way consistently over the 
last few years, although it has been coming down in general, but for 
the last 2 years it has pretty much stabilized in a slight upward trend, 
and we are running around, or we expect around 38,000 appeals during 
the fiscal year. Our backlog at the present time totals better than 
17,000 cases, including those that are in the field and those in the 
central office. 

Mr. THomas. What do you mean “in the field” ? 

Mr. Srancru. When a veteran or a dependent files an appeal. it is 
filed in the field office that is responsible for the adjudication of the 
case. 

Mr. THomas. It does not have to be filed here? 

Mr. Stancrn. That is right. 

There is a certain amount of developmental work to be done, and 
the field office determines the completeness of the records, takes a 
look at it, and gives a hearing, if required. The service organizations 
participate in the presentation in the field. When it is all ready, it is 
certified to the Board and is placed on the Board’s docket. 

Mr. Tromas. Is that procedure different than the one when the 
adjudication officer makes his original decision from which the vet- 
eran is appealing? 

Mr. Srancrz. When the adjudication officer makes his decision, or 
the other department takes action subsequent to appeal. the notice of 
the action contains information of the right of appeal. The law gives 
the claimant a right to appeal within 1 year from the date of the ac- 
tion that he is dissatisfied with. Then our process starts. The field 
office has certain mechanics to go through and the case comes to us. 

Mr. Tromas. After the adiudication officer makes his decision and 
the veteran files notice of appeal, then the veteran is through. Now, 
what does the field office have to do as its next step? 
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Mr. Srancrt. Accumulate the necessary records that come in. They 
might be medical charts or they might be hospital records, things of 
that sort, and the service organizations maintain representatives in 
the field offices to go through all of those cases before they come to the 
Board. As a matter of fact, if the review of the claimants file in the 
field office results in identifying a basis for allowing all of the 
benefits sought, the case would be settled and never reach the Board. 
Before the certification, a good many cases are further developed 
and some are allowed. 

Mr. Tuomas. Well, what is this figure ? 

Mr. Sranctu. Here, sir, is the number of appeal cases at that par- 
ticular time physically on hand in Washington, constituting the back- 
log of cases that I have. 

Mr. Tuomas. This figure of 8,232 then is not quite accurate? It is 
about 17,000 ? 

Mr. Stanci. The 8,232 cases mentioned were in physical possession 
of the Board. The remainder of the total figure of 17,000, approxi- 
mately 9,000, were either in transit to the Board or in the possession 
of field offices where they were undergoing development. 

Mr. Tuomas. It is not an opens until it is certified, is it? It is not 
an appeal until it reaches you? I mean, until there is the decision, and 
the notice of appeal, you do not have an appeal, then ? 

Mr. Sranci. It is an appeal from the time the claimant files it. 

Mr. Tuomas. Is this figure right or is it 50 percent off ? 

Mr. Sranciu. That figure is right as to cases that have been for- 
warded to the Board of Veterans’ Appeals. There are a certain num- 
ber of cases in the field. 

Mr. Tuomas. Yes—cases that you are going to get, that have not 
yet been certified to you? 

Mr. Sranciu. They are in the field but they have not come to us as 

et. 
. Mr. Tuomas. I see. What is the length of time it takes the Board to 
hand down a decision after it has been submitted and argued ? 

Mr. Stranow. After it has been submitted to us, at the present time, 
it takes about 55 days. 

Mr. Tuomas. You would say then, in round figures, 60 days or 7 
to 8 weeks. How long does it actually take? 

Mr. Strano. I think that is probably 55 working days. 

Mr. Tuomas. Yes. That makes another 10 days. 

Mr. Sranci. That is because the backlog in the central office is 
getting a little high. 

Mr. Tuomas. Then it is increasing? 

Mr. Srancr. The 8,000 figure that you read has now come down. 
According to the latest figure of January 31, it is slightly under 
8,000—7,775. 

Mr. Tuomas. How long does it take to get a decision after the case 
has been filed and has been argued? You say it takes 65 days after 
the case has been submitted. How long does it take from the minute 
it is filed ? 

Mr. Strancm. That would include cases in which we hold hearings 
in the central office; that would include the hearings. The figure I 
gave you was the figure from the time we actually received the case 
until the time it has been decided. 

Mr. Tuomas. That is not too bad. 
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Mr. Sranci. A portion of them are delayed by a hearing, either 
by the service organization or the claimants themselves, or by, in some 
instances, attorneys. 

DECISIONS ON APPEALS 


Mr. Tuomas. Mr. Jonas raised a question about the pereentngs of 
the total cases that you disposed of, the percentage of reversals or 
modifications, after the decision of the adjudication officer. Do you 
have any record of that ? 

Mr. Sranci. Yes, sir. It runs between 9 and 11 or 1114 percent 
reversals and also that number of remands, where we remand the 
case for some additional action. 

Mr. Jonas. Do you remand if you need additional information, or 
can you consider new information originally ? 

Mr. Srancrm. Ordinarily, we do not consider new information 
originally, sir, because the whole concept is set up to provide the man 
two cracks at his case. 

Mr. Jonas. You only remand the case if you feel that you need addi- 
tional information to determine it ¢ 

Mr. Stranciu. That is right; yes, sir. 


APPEALS BOARD MEMBERS 


Mr. Jonas. Now, there is one other point, and I do not mean by this 
question that I have any opinions on it; but it is a little unusual to 
have a court, which you are in one sense of the word, passing on deci- 
sions as to people in your own organization. Has there been any con- 
sideration given there for taking this Board out from under the juris- 
diction of the Veterans’ Administration ? 

Mr. Sranci. Sir, I understand there have been proposals of that 
nature, as well as other variations, including maybe one or two which 
are now before the House Veterans’ Affairs Committee. I do not 
believe that the record would indicate any disservice to the veterans 
by the people who are servicing them merely because of the fact of their 
being part of the Veterans’ Administration and from the fact that the 
Chairman of the Board reports to the Administrator. In the wording 
of the law, the appeal is filed to the Administrator, and final decisions 
are to be made by the Board of Veterans’ Appeals. While the Board 
has independent authority, insofar as factual determinations are con- 
cerned, in effect the Board is acting for the Administrator. 

Mr. Jonas. The members of the Board, however, are not selected 
from outside the Veterans’ Administration. Do all members of the 
Board, as presently constituted, work up to these positions? 

Mr. Stranciz. With very rare exceptions, that is so. In my case, I 
joined the Veterans’ Administration immediately after my service in 
World War IT, as a legal consultant. Associate member vacancies are 
generally filled from this highly trained legal and medical consultant 
staff of the Board. We have had a few deaths and, for the most part, 
replacements have been men who, like myself, have come out of World 
War II. 

Mr. Tomas. You are removable by the Administrator, or do you 
serve a fixed term ? 





669 


Mr. Sranctu. It is not a fixed term. It is equivalent to a schedule A 
appointment from civil service. We can only be removed for cause, 
as I understand it. 

Mr. Jonas. You do not feel, by reason of your prior service in the 
Veterans’ Administration, in other words, coming up through the 
ranks, so to speak, you do not feel that that interferes at all with your 
independent judgment in these cases ? 

Mr. Stancin. No, sir. 

Mr. Jonas. I think that question is more important than maybe I 
have indicated by this questioning. I mean, it seems to me it is worthy 
of consideration. 

Mr. Wurrrtter. Mr. Congressman, I think actually these are in part 
Presidential appointments. 

Mr. Sranctu. The appointment is made by the Administrator, and 
approved by the President. 

Mr. Wnirrrer. And it is a tremendously important function. I 
think the test in so many of these things is: How well has it worked ? 
Perhaps I can be a little more objective, being new, and coming from 
the outside, but Mr. Jarnagin and Mr. Stancil, his immediate succes- 
sor, illustrative of the type of men who have been down here, have 
done a brilliant job of handling what is perhaps, as the Chairman 
pointed out, one of the most difficult areas. The test is: How well has 
it worked? And it has worked splendidly. I would not tamper with 
something that is working as well and as smoothly as this is. 

Mr. Tuomas. What is the yardstick of where it works well? Is it 
the matter of anpeals? Is it, as a matter of law, giving the veterans 
what they want? Or does it work well in not giving them what they 
want? What is the yardstick ? 

Mr. Wnarrrirr. I would say it is one of difficult judgment, one of 
fairness, and of equity, and of approach, and yet the people with 
whom I must come in contact, the members of the veterans’ organiza- 
tions, who watch very carefully all of this, and who are not shy 
in their criticisms if they find something wrong with us, Members of 
Congress, who obviously sometimes have an interest in this kind of 
thing, praise it. The feeling everywhere of those who have watched 
it work seems to be that this is working very well. 

From my own observation, that is true. 

Mr. Jonas. For the veteran who appeals because of inequities, and 
on these reversals, sometimes I do not think it works so well. 

Mr. Wurrrter. It would be natural for a denied recipient not to 
praise the Board. Even some whose appeals have been denied have 
praised the Board’s careful and considerate handling. 

Mr. Tuomas. Off the record. 

(Discusion off the record.) 

Mr. Jonas. Occasionally I have had veterans say to me, “What is 
the use of appealing? It is like appealing from your left had to your 

right.” They say, “What I want you to do is get the adjudication 
officer to change his decision.” 

Mr. Tuomas. That is all he wants to do, get that award. How 
you get it doesn’t matter. 
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OFFICE OF THE CONTROLLER 


Mr. Tuomas. Miss Reporter, will you insert in the record at this 
point pages 6-21, 6-22, and 6-23. This is the Office of the Controller. 
(The above-mentioned pages follow :) 


Controller, $688,870 


| 
Estimated, | Estimated, | Increase (+) 





Average employment Actual fiscal | fiscal year fiscal year or de- 
year 1957 1958 1959 crease (—) 

1959 over 1958 

Average employment: Departmental__.......-- 86 83 83 

= SSSSS—=—==SSS=—=_2 ——L|=_== =_———_=_—"="| 
Costs: 

I i gl $613, 876 $617, 570 $619, 683 +$2, 113 
02 Travel, employee--.--.--.-...--..-----. 3, 495 5, 015 SU eae eee 
03 Transportation of things...............}.........--... 1,000 ee eta acai 
07 Contractor services—other---._--- e 2,777 2, 650 17, 500 +14, 850 
08 Supplies and materials................- 2, 530 2, 600 SE Biddle scents ons 
09 Equipment-.-__.._..._- iecenhnetdennaete 3, 154 3, 000 WWE Toscsedss ae 
11 Grants, subsidies, and contributions_-_}_...........-- 38, 197 39, 922 +1, 725 
13. Refunds, awards, and indemnities_...-- RT carinii alhcteiteaiediciens shpdaphbail tee tatgihenciiiatnealieiia 
15 Taxes and assessments. -.........-....- 141 150 Sa tothe ok 
PI I ncn artiaialicuarctpsnnwtin gcse outtadiee 626, 373 670, 182 688, 870 +18, 688 


The Office of the Controller formulates and recommends to the Administrator 
general policies and plans of VA-wide application pertaining to the following 
activities : 

(a) Fiscal, accounting, and work measurement systems, budgetary and audit 
activities. 

(0) Basic report structure for top management use. 

Advises and assists the heads of the program departments and other top 
officials in connection with these activities, and appraises for the Administrator 
the effectiveness and economy of these activities. 

Reviews and analyzes estimates and prepares consolidated budgets of the 
VA; maintains the general financial books of the VA and agency level controls 
over the expenditure and collection of funds. 

Serves as the principal representative of the VA with the Bureau of the Budget, 
the Congress, the Treasury Department, the General Accounting Office, and other 
Government agencies on budget, appropriations, accounting and all other fiscal 
matters and provides for VA participation with other Government agencies, 
international groups, and nongovernmental activities in controller matters in 
which the VA has an interest, collaborating with the heads of operating depart- 
ments as necessary. 

Controls all reports subject to the Federal Reports Act. 


01 Personal services, $619,683 


Personnel requirements for the Office of the Controller are based on staffing 
patterns developed from operating experience and consistent with workloads 
and responsibilities of the office. Average employment is summarized by activity 
as follows: 


Actual, Estimated, | Estimated, 
fiscal year ws fiscal year 





1957 1959 
IE I 6 iitntiin dnp h bak dstiiantfi slain eel np ieee ais 4 2 2 
SNE PT obi 5 oe ede dentnddddeduncbdbhtucdeidicides 14 15 15 
I ccs oi inins hen hdeesincdnmroeilinets abel 17 14 13 
Reports and Statistics Service..................-...-..--....- 21 23 24 
Policy and Planning Service_.................-..-.......-..-- 30 29 29 
INS cpactibintnsgivipndisins sips agnpepsasitepciiailanieedeliitaimegtiiaeleaiini adie | 86 | 83 83 
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The increase in average employment in Reports and Statistics Service provides 
for replacement of staff losses in order to more adequately fulfill the additional 
assignments which have arisen with the installation of the top-management 
reporting system ; for special studies of the characteristics of veterans and their 


survivors, including projections thereof; and studies of other programs provid- 
ing benefits to veterans. 


02 Travel, employee, $5,015 
Travel requirements for the fiscal year 1959 are distributed as follows: 


Actual, Estimatéd, | Estimated, 
fiscal year fiscal year fiscal year 
195 1958 1959 


OGfen of Comiveee.. 0.55 si 2565 53568 - isi) ans $785 $1, 000 $1, 000 
Budget Service 500 


Ciiteneakh= bs ao dhunsaneathtcnsdaenh ache es gil 507 

Beeperts ied Sementiee.. oo. 5 bli disk Wi Ae 97 1, 100 1, 100 

SC EE I 28.5 dint adc nan nduinodiceonmesapabunaiace 2, 093 2, 400 2, 400 

A hb bck Siege dnd cekcgg aes: detheentaadddadoude 15 15 15 
lg WEN a a cep. s dedocuistves+e wales tabenae 3, 497 5, 015 5, 015 


Increased travel requirements in Reports and Statistics and Policy and Plan- 
ning Services reflects planned travel for appraisal of the reporting system 
at field stations and to conduct special studies and projects as required. 


03 Transportation of things, $1,000 


To provide funds for the cost of shipping household goods and other personal 
effects for an estimated two transfers from field stations during the fiscal year 
1959. 


07 Contractual services, other, $17,500 


Requirements for Federal employees group insurance, miscellaneous adminis- 
trative and operating expenses, repairs to furniture and equipment and inter- 
agency motor pool costs are estimated at $2,500 for the fiscal year 1959. 

In addition $15,000 will be required for special tabulations of data of the 
type recommended by the President’s Commission on Veterans Pensions and re- 
lating to the economic and individual characteristics of veterans and their 
dependents. The data will reflect the relative status of veterans and nonveterans 
and provide the basis for estimating the implications of legislative proposals 
as to veterans affected, and costs, of gaging needs, and of appraising the effec- 
tiveness of veteran programs. 

The estimate is based on 3 special tabulations at $5,000 each of data collected 
by the Bureau of the Census in their current population survey program that 
covers a representative sample of population both as to veterans and nonveterans 
in 25,000 households throughout the country. 


08 Supplies and materials, $2,600 


For miscellaneous office supplies and materials required in the operation of 
the office. 


09 Equipment, $3,000 


To provide for planned replacement of furniture and office equipment items due 
to age, serviceability and maintenance costs. These include— 
1 13-bank adding machine 
2 electric typewriters 
2 automatic calculating machines 


11 Grants, subsidies, and contributions, $39,922 


Estimated requirements for civil service retirement fund contributions as 
required by Public Law 854, 84th Congress. 


15 Taxes and assessments, $150 
For FICA taxes. 


Mr. Taomas. How many people do you have, sir ? 
Mr. Kexsry. We have 83 estimated for fiscal year 1958 on the av- 
erage and the same figure for 1959. 
21543—58—pt. 148 
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Our employment has gone down from 94 to a projected 83 in the 
last 2 years. 
FUNCTION OF THE OFFICE OF THE CONTROLLER 


Mr. Tomas (reading) : 


The Office of the Controller formulates and recommends to the Administrator 
general policies and plans of VA-wide application pertaining to the following 
activities: (@) Fiscal, accounting, and work measurement systems, budgetary 
and audit actiivties ; (b) basic report structure for top management use. 

What does that mean? Those are fine words. 

Mr. Ketsry. As to fiscal accounting, work measurement, and bud- 
getary and audit activities, that involves participation in all of the 
accounting processes, the changes that are required in our account- 
ing, reporting to the Treasury, and to the Bureau of the Budget, and 
other Government agencies. 

In Mr. Baker’s shop there is performed all of the work that is 
involved in the estimates you have before you. Similar estimates were 
submitted heretofore to the Bureau of the Budget. 

Mr. Tuomas. How many people does Mr. Baker have in his shop ? 

Mr. Kersey. A total of 15. 

Mr. Tuomas. Fifteen against fifteen ? 

Mr. Ketsery. Yes, sir. 

Mr. Tuomas. What about Accounting Service, 14 employees in 
1958 and 13 in 1959? 

Mr. Kesey. That is a unit which is pretty much operational in 
that it brings together recapitulations of the obligations and expen- 
ditures of the entire VA for submission to the Bureau of the Budget 
and the Treasury Department as well as for management purposes. 

Mr. Tuomas. Mr. Kelsey, your shop costs $688,870, which is $18,688 
more than you had last year. 

Why the increase ? 


OTHER OBJECTS OF EXPENSE 


Mr. Ketsry. The greater part of that is in contractual services. 
There is an increase of $14,850. The major item involves three special 
tabulations which will be made by the Bureau of the Census for us. 
This will supply some very valuable information with respect to the 
economic and individual characteristics of veterans and their families. 

It has a very important aspect with respect to studies as to the ade- 
quacies of compensation and pensions and other benefits. 

Mr. Tuomas. Is it asampling job? 

Mr. Kersey. Yes, sir; it 1s a very economical manner to get at them. 

Mr. Tuomas. Have you done this before? 

Mr. Kersey. Not just like this before. 

Mr. Tuomas. What do you mean “not just like this before?” 

Mr. Kersey. I think I should have better said no. 

Mr, Tuomas. What. is this item of $39,220 ? 

Mr. Kexsry. That is the civil service retirement fund contributions. 

Mr. Tuomas. That is the grants; I see. 

Requirement for Federal employee group insurance, administrative 
and operating expense, repairs to furniture and equipment, and inter- 
agency motor-pool costs are estimated at $2,500. 

Where are the green sheets on your setup? 








TI 
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Mr. Keusry. There is one 16, two 15’s, seven 14’s, eighteen 13’s, and 
fourteen 12’s. 

Mr. Tuomas. What is the nature of the duties of these higher 
grades—14’s, 13’s, and 12’s? 

Mr. Keusey. Mr. Baker is one of the 15’s. Those are divided about 
equally between budget, the policy and planning group and the reports 
and statistics unit. 

Mr. Tuomas. How many planners do you have? You used to have 
a lot of planners. 

Mr. Ketsey. We don’t have many. 

Mr. Tuomas, What do you mean? You have 18 there. Are they 
all planners ¢ 

Mr. Ketsey. No; they are policy and planning as well as statistical 
one a et people. 

Homas. You know one thing we notice is they never get 
ass planning. When the fiscal year ends, they tear up what they 
have been doing all that year and start all over again. 

Mr. Keisry. We never get through because there are always new 
methods to develop, new ways of ‘handling accounts, new changes 
from manual method to tabulating methods or other machine methods 
so there is constant work in those areas. 


DEPARTMENT OF VETERANS’ BENEFITS 


Mr. Tuomas. The Department of Veterans’ Benefits is next. 
GENERAL OPERATING EXPENSES 


Miss Reporter, please insert in the record pages 10-1 and 10-2, 


administrative costs of the Department of Veterans’ Benefits of 
$115,947,000. 


(The pages referred to are as follows :) 


DEPARTMENT OF VETERANS’ BENEFITS 


GENERAL OPERATING EXPENSES, $115,947,000 


y 


General statement 


The administrative expense proposed for fiscal year 1959 of $115,947,000 is 
$7,353,000 less than the amount required for fiscal year 1958. 

The basic functions and workloads are as follows : 

1. The adjudication of veterans’ and dependents’ claims for compensation, 
pension, and guardianship and fiduciary service to helpless or incompetent vet- 
erans and minor dependents. 


Actual, Estimated, | Estimate4, 





fiscal year fiseal year fiscal year 
1957 1958 1959 

ming actions (leabiity).....- .......- 2... suedebese eck 1, 037, 322 1, 020, 000 1, 085, 009 
Authorization actions (diss ability) . Cin eels tials tain Gili edi ég 742, 439 730, 000 735, 0 
Rating actions (death) - bade til duakclditen themida dode 94, 785 90, 000 92, 000 
Authorization actions (death). Th anuld 1achiieinniainedatind 673, 134 541, 000 545, 000 
Cases involving guardianship or fiduciary relationship_.____. 357. 861 370, 000 380, 0CO 
Field examinations 


kip nd cieep biped Saeib didi Gadebine dare dad 152, 208 | 154, 000 155, 000 








2. The administrative operations in connection with the Servicemen’s Read- 
justment Act, Public Law 346, 78th Congress, as amended; vocational rehabilita- 
tion of disabled veterans in training under Public Law 16, 78th Congress, as 
amended; the education and training of Korean veterans under the Veterans’ 
Readjustment Assistance Act. Public Law 550, 82d Congress, as amended; and 


the education of war orphans under the provisions of Public Law 634, 84th 
Congress. 
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Average number of trainees 














Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1957 1958 1959 

Servicemen’s Readjustment Act.-_-..........------. sttcnesene 3, 852 1, 000 250 
Vocational rehabilitation trainees _- LNG E LE SAIN, ae 16, 635 14, 200 12, 800 
Veterans Readjustment Assistance Act_....-...------ Serie 574, 486 540, 000 460, 000 
War Orphans’ Educational Assistance Act_- Po, |. 1, 206 4, 500 7, 000 
en eR ee in nbn ditties ania ighdewntetee -| 596, 179 | 559, 700 480, 050 


8. Loan guaranty operations include (1) issuance of certificates of loan 
guaranty or insurance; (2) servicing of loans in reported default; (3) payment 
of claims of lenders on defaulted loans; (4) acquisition, management, and 
disposal of property when necessary to protect the Government’s interest; (5) 
the making of direct loans to veterans in certain areas (the authority to make 
loans will expire June 30, 1958, except that commitments to make direct loans 
prior to that date may be completed subsequent to such date), and (6) pro- 
viding assistance to specified paraplegic veterans in acquiring specially adapted 
housing. 4 





Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 











1957 1958 1959 
Guaranteed or insured loans closed..-._............---------- 441, 350 196, 820 55, 500 
Direct loans closed and fully disbursed... ............--.-.-.. 15, 380 25, 000 6, 606 
I i nenrennentincsauoren seal nasetiain «inane 71, 083 78, 779 78, 130 
Cops CNN ON kt dae och ceca ea 6, 668 8, 300 8, 325 
Loan and property acquisitions_-_-...............-- oe 5, 690 | 7, 690 7, 770 
Inc dcteccccnnoseupens 444 | 450 430 
| i 


a 


4. The contact activity provides information and assistance in regard to the 
preparation, development, submission, and presentation of claims for benefits 
under laws administered by the Veterans’ Administration. As the point of direct 
contact with the veterans, contact personnel are able to provide uniform infor- 
mation relative to programs, policies, and procedures concerning veterans’ 
benefits participation, thus assuring coordinated consideration and action re- 
garding claims for benefits. 

5. Office services for the substantive activities described above are provided 
by Finance, Administrative, Personnel, and Supply Divisions of regional offices. 
In many instances these divisions also service activities of other VA depart- 
ments ; in some cases the Department of Veterans’ Benefits receives such services 
from other departments. The costs of such common service activities are dis- 
tributed among the departments involved in accordance with established criteria, 
and are reflected in this submission as “‘common service adjustments.” During 
the latter part of fiscal year 1957 all supply activities were transferred to the 
Department of Medicine and Surgery; accordingly, the cost of such activities 
for fiscal years 1958 and 1959 are included in the common services adjustments. 

The administrative cost of operating the Department of Veterans Benefits 
has continued to decline. The actual employment of 20,529 on July 31, 1957, 
is expected to decrease to 19,014 by the end of fiscal year 1958 and to 18,200 
by June 30, 1959. This is an anticipated reduction of 2,329 during the 2 years. 


Mr. Monx. $123,300,000, sir for 1958. 
Mr. THomas. For 1958, and $122,994,117 for 1957. 


You have a good many activities proposed for fiscal year 1959, with 
a cost of $115,947,000 which is $7.3 million less than last year. 


PUBLIC LAW 550 TRAINEES 


On this first page, you have a good table. That is the GI bill, 
trainees of course. 
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Mr. Monk. Yes. 

Mr. Tuomas. It drops down to 540,000 in 1958, and the next year 
it goes down to 460,000. 

ow many have you under the original act in training now? 

Mr. Monx. About 600. 

Mr. Tuomas. When did their entitlement expire ? 

Mr. Monk. In 1956 basically, and the only remaining eligibles are 
those who came in under the voluntary recruitment act of October 
1945. 

Mr. Tuomas. Then these 460,000 are for all practical purposes 
Korean veterans ? 

Mr. Monk. Right. 

LOAN GUARANTY PROGRAM 


Mr. Tuomas. Next is the loan geatanty program. Are you not 
about out of business, Mr. Sweeney # 

Mr. Sweeney. Yes, sir. 

Mr. Tuomas. You are still doing a lot of business on foreclosures 
and defaults? 

Mr. Sweeney. That is very stable. 

Mr. Tuomas. This default column is an estimate, rather than a 
firm figure except for the one figure for 1957 ? 

Mir Moni. va sir. 

Mr. Tuomas. What do you mean by “Defaults processed” ? 

Mr. Sweeney. Those are the defaults that come in and either they 
are cured or they reduce them to claims. 

Mr. Tuomas. Is this figure realistic? We are interested only in a 
realistic figure as to claims paid. 

Mr. Sweeney. Yes; that is realistic. 

Mr. Tuomas. Next “Loan and property acquisitions,” what is this 
set of figures ? 

Mr. Sweeney. Normally, when you buy the claim, Mr. Chairman, 
the lenders like to convey the property back to the VA, and the dif- 
ference between the 6 and 8 figures—sometimes the veteran comes in 
and redeems the property, but a higher proportion of the acquisitions 
result from the fact that the lenders would sooner convey the property 
to the VA than to anybody else. 

Mr. THomas. What is the breakdown on defaulted loans? 

Mr. Sweeney. 78,779. 

Mr. Tuomas. What about the loans for business ? 

Mr. Sweeney. The breakdown on that is on 10-73. 

Mr. Tuomas. You have a big table over there. 

Mr. Sweeney. Yes, sir. 


WORKLOAD DATA 


Mr. Tuomas. If you had a magnifying glass, that is all you would 
need. The information is undoubtedly all there. At this point we 
will insert in the record pages 10-73, 10-74, and 10-75. 


EE 
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(The above-referred-to pages follow :) 


Cumulative program status to Sept. 30, 1957 

















1. Principal amount of loans guaranteed or insured__...__.._ $43, 000, 000, 000 
2. Initial contingent liability of Government on guaranteed or 
SII. sAINNI hanes haheatatencdlica onns-oicpehaanpiedpiessneilatadm anes ieeasarnirntatigc tn ttgnaiooe 23, 000, 000, 000 
3. Mortgage loan portfolio on hand _..---_.-_--_-.-----.-- 692, 000, 000 
4. Properties with title vested in VA. -..-----_--_-----_-_-- 39, 000, 000 
5. Net asset receivables as result of claims paid.......____--~ 15, 000, 000 
TasLE I.—Summary of major workloads 
Actual, Estimated, Estimated, 
fiseal year fiscal year | year 
| 1957 1958 1959 
} } 
Appraisal request received (units). _................-.-.--..-- | 484, 372 150, 000 | 95, 000 
Guaranteed insured loan applications received..........-...-. 408, 802 145, 000 20, 000 
Guaranteed insured loans closed..._........-..-..----..-.-.- | 441, 350 196, 820 55, 500 
CN li so BLCSe t Se ied hile licen sebendes convueecs 436, 791 194, 920 55, 000 
Se Chiy 46 ganda Dey = dives = joo mgynyaen 1, 007 400 150 
ir ap anmekiricek nak anaes ab ative aware } 3, 552 1, 500 350 
Direct-loan applications ONS EEE SA PPE ra | 28, 642 OS OOP iis tii ais 
Direct loans closed and fully disbursed_____..........-..---- -| 15, 380 | 25, 000 | 6, 606 
Average number of loans owned. _._....-.-.-..----.--..---.-- 88, 182 118, 600 | 133, 000 
Perea eramer aera noo 5 dane os o> - ns ten ens 0s =e | 444 450 430 
Defaults processed during year (from table IV) -_-.....-..-..- i 71. 083 78, 779 78, 130 
Claims processed during year (from table V)...............--- 6, 995 8, 680 8,7 
ee pele Cee tane V).........-...-........-..-.-.---22-- 6, 668 8, 300 8, 325 
Property acquisitions (from table VI)...........--.--.-..----- 5, 500 7, 500 | 7, 580 
Loan acquisitions (from table VI) -_-.......--.....-.----.---.-- | 190 190 190 
“ = 5 2 
Estimate of guaranteed/insured loans outstanding 
| Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1957 1958 1959 
| 
‘Loans closed guaranteed/insured (cumulative) - ...........---- 5, 251, 975 5, 448, 795 5, 504, 205 
i ite ae a Se. Lae sion Sk tee | 4, 951, 833 5, 146, 753 5, 201, 753 
ERE ARPES OT 8 RET OF Ps RPTL. 70, 685 1, 085 71, 235 
ae ete atmmnele 229, 457 230, 957 231, 307 
La retired by payment in full (cumulative) ...............- 1, 295, 831 1, 490, 134 1, 689, 574 
NRE ttre Lanes egh }qcudsajsditiee~ontsp Ada 1, 054, 341 , 235, 251 1, 425, 201 
Ferm ati ch vllaths asi d-geenach attend hacae Detion isin de hae a 48, 011 51, 822 55, 328 
Pesta seat lt Le AE dba od 193, 479 203, 061 209, 045 
Loans retired by payment of claim (cumulative)..........-.-- 49, 343 57, 643 65, 968 
SOOMRR rah, a he ee ea 32, 767 40, 606 48, 525 
Cl i thi ciarstremencitiy one bn diy eiouitniniin cakendiicss ie 2, 214 2, 238 2, 256 
ee ee 14, 362 14, 799 | 15, 187 
Guaranteed/insured loans outstanding (cumulative). -.....--- 3, 906, 801 3, 901, 018 3, 748, 753 
Rts, disses nsheidedsii< sulesn pteenseewdapwebbeohasbin 3, 864, 725 3, 870, 896 3, 728, 027 
TN ei eiahnacinets aeciorsigillsctenigen tin welinghnsi we iain data einias 20, 460 17, 025 13, 651 
ond > sp ayes - dees 3 6 beeeepiod abt ixnd- dpa 21, 616 13, 097 7,075 








677 
Tasie III.—Dstimate of defaults reported 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1957 1958 1959 


Guaranteed/insured loans-outstanding at beginning of year _ -_- 3, 659, 726 3, 906, 801 3, 901, 018 


gO 605 fs 4e- eehronyd ns esiek <ipge scgupherteneiel 3, 604, 389 3, 864, 725 3, 870, 896 
TIE.. docaz dns avinune hebben adanienibedicnasctantan-iee 23, 382 20, 460 17, 025 
iin idadtdncoccnceahensapanedeenaenn ~ anal 31, 955 21, 616 13, 097 
— Se | oe, 

Default incidence: 
BER ck Jacudchitan co cbiccesidenetksooanmelacaiessueldicmell 2.0 2.0 2.0 
eens seep snc it cneinsh, nite ican coegee 2.1 2.1 2.1 
II nn occ nck nnsce sco nnecsacuadeeen eee aediined 2.7 2.7 2.7 
Defaults reported (to table IV) -.-......---.-..----..--------- 72,218 78, 309 78, 130 
IES Seni inst «bin ndabbbhtcstntinatecspethib wotetin dis 70, 873 77, 295 77, 418 
DORR 66 sims = 55 55h hoes tn sbeebs ssbb Gal Lb ge 430 358 
oak ence cee en cans stigho ces onesies 862 584 354 

TaBLe [V.—Estimate of claims filed 


OO 


Defaults in process at beginning of year (excludes loans owned 


















WE Vo incaker nn =<babigioe ds sguckaaab tee eee aia 37, 800 38, 935 38, 465 
TRONS... cn ccn nnn ccnnecySthbises $35-setaeesh ate -abkeeael 34, 830 36, 515 36, 515 
TU Ne i il oe) oh stat consis edges sietiiemmikieminniiie th 527 415 400 
Dates. 6 ke... £0. J 2, 443 2, 005 1, 550 

Defaults reported during year (from table ITT) ...........--.-- 72, 218 78, 309 78, 130 
WD. 6a anal So ninna dane sie thadnete anid etn 70, 873 77, 295 77, 418 
POUT. 6 ne cen ee eiddda 4554 end eb bee 483 430 358 
Business.-__....-.- wiibcnstiealia ds sh cari pain sia Sttedagibion slain. aired 862 584 354 

Defaults in process at end of year. -.............--..--.---....-. 38, 935 38, 465 38, 465 
FI iedig ie dis pigatginsn=aanigeg tntinkdly apecie beh Buibiid 36, 515 36, 515 37, 040 
PUN od ak ee ec knw ede sds bhscaeediekndadtnsctasheek 415 406 400 
NIN ro ae ee Cees te ee 2, 005 1, 550 1,025 

Defaults processed during year_...............-.-...-.-----.-- 71, 083 78, 779 78, 130 
I irticciasceihii ssi cceccviiep~eaid aan aol aan Ale ania 69, 188 77, 295 76, 893 
SOR a bank tel bccn ctainiiee senile eM Me Sie cee 595 445 358 
TO iso once en cn ip pceonnde eis ie ed ebaelan 1, 300 1, 039 879 

Doetntliy cnt. Sic ced belcv cnc dans dnttepig daachese~s 64, 028 70, 099 69, 425 
BONED, <iiee canna $$ 44d4sdgsooadsan kde tebboh Sibie bain ie 62, 745 69, 103 68, 621 
WE. £6 naencecnandanst¢junentinen scans akan 554 414 333 
GNSS contig iden cn wckbeneds Kaemncietdakbhihin geet 729 582 471 

Oidniens Gins (00. 0DI0. V) xno nncdn ccc nenevgassccenscicbaheaeat 7, 055 8, 680 8, 705 

UD clack - ds hth thar soglan sho <qlagdhbeeepaggneesephade 6, 443 8, 192 8, 272 
BIS £1 SE octeinc 05 reas inrshep eaten ted ania ie eedian as oacaeeameee 41 31 25 
Sei cceeitngais icv estiequiigittinip ith iniippejtitip antiga tlie mbes dae 571 457 408 
TasLe V.— Estimate of claims paid 
Actual, Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1957 1958 1959 
1 

Claims in process at beginning of year 528 588 | 588 
Home. - 381 475 | 475 
Farm.... 7 | 6 | 6 
Ween SS sii FL. SAL Sa. CA 140 107 | 107 
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Mr. Txomas. Do you have statement of the items here? 
Mr. Sweenry. The top of that page, I have there a series of five 
factors, followed by the amount of money involved. 


LOANS GUARANTEED AND GOVERNMENT LIABILITY 


Mr. Tuomas. Principal amount of loans guaranteed or insured, 
$43 billion, cumulative program status to September 30, 1957. 

Mr. Sweeney. That is right. 

aoe amas. That has been about 6 months ago. Is that $43 billion 
all types ¢ 

Mr. Sweenry. Home, farm, and business. 

Mr. Tuomas. Can you break down that $43 billion ? 

Mr. Sweeney. I will bring it up to December. The total loans 
guaranteed are $43,497 million; $42,579 million for home loans, $280 
million for farm loans; $638 million for business loans. 

Mr. Tuomas. What is your contingent liability? 

Mr. Sweeney. Our outstanding loans are $30,750 million, on which 
we have a contingent liability of about $17,300 million. 

Mr. Tuomas. Do you mean that this $43 billion has been paid down 
to $17 billion ? 

Mr. Sweeney. No, sir; the principal $43 billion—that is the princi- 
pal amount of the loan has been paid down to $30 billion, and the 
contingent liability is now about $17,300 million. 

Mr. Tuomas. What do you mean by “contingent liability”? 

Mr. Sweeney. That is the guaranty. We are underwriting to the 
tune of $17 billion on the $30 billion loans outstanding. 

Mr. TuHomas. Then why use that figure $43 billion? We are con- 
cerned with the Government’s liability on the loan. You do not insure 
the whole loan, do you? 

Mr. Sweeney. No, sir. 

Mr. Tuomas. What was the original liability ? 

Mr. Sweeney. The original liability on that would be $23 billion. 

Mr. THomas. 60 percent of $43 billion ? 

Mr. Sweenzy. About $23 billion. 

Mr. Tuomas. And this $23 billion outside liability has been paid 
down to what ? 

Mr. Sweeney. $17 billion. 

Mr. THomas. When did this act go into effect ? 

Mr. Sweeney. Thirteen and one-half years ago. 

Mr. Tomas. What year? 

Mr. Sweeney. 1944. 

Mr. Tuomas. This liability has come down from $2314 billion to 
$17 billion in that period of time since 1944? 

Mr. Sweeney. Yes, sir; but as I recall in the earlier days, we had a 
$2,000 guaranty limit. Then it went up to $4,000 and in 1950 it 
jumped from $4,000 to $7,500. 


LOSSES IN LOAN GUARANTY PROGRAM 


Mr. Tuomas. In addition to that $1714 billion liability, what losses: 
have you taken to date in your foreclosures ? 
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Mr. Sweeney. On the claims paid to date, we have a net loss of about 
$20,300,000 broken down as follows: home loans, $10,700,000; farm 
loans, $700,000 ; business loans, $8,900,000. 

Mr. Tuomas. That is shown on the bottom of page 10-74, is it not? 

Mr. Sweeney. Mr. Chairman, I do not think that statement is in 
there. 

Mr. Tuomas. Then would you please repeat it for me? 

Mr. Sweeney. On claims eat to date—that is at December 30— 
our total net loss is $20,300,000. 

Mr. Tuomas. Is that over the entire program? 

Mr. Sweeney. That is right, sir. 

Mr. Tuomas, On a total insurance of $23.5 billion ? 

Mr. Sweenry. That is right. 

Mr. Tuomas. What do you mean net losses? 

Mr. Sweeney. That is on the appropriated funds we have spent to 
pay claims and property acquisitions. It doesn’t include the admin- 
istrative expense. 

Mr. Tuomas. How much is your administrative expense figure? 

Mr. Sweeney. I think our cumulative administrative expense over 
the years is about $150 million. 

Mr. Tuomas. Is it that much a year? 

Mr. Sweeney. No, sir; this is a cumulative figure. 

Mr. Tuomas. Oh, I am sorry, I did not hear you. You say, then, 
that this is cumulative? 

Mr. Sweeney. Yes, sir. 

: oo Tuomas. It is about $15 million a year. Go ahead and add it 
in there. 

Mr. Sweeney. It would be $170 million for the total operation, in- 
cluding the administrative expense, not including some top overhead. 

Mr. Jonas. What are your assets? Do you not have some counter- 
acting assets ? 

Mr. Tuomas. Your administrative expense and your loss in round 
figures is $22 million, since the inception of this program in 1944? 

Mr. Sweeney. No, Mr. Thomas. I am talking now about cumula- 
tive total administrative expense for the program. It has been about 
$150 million. 

Mr. Tuomas. All right, Lam following. 

Mr. Sweeney. The net loss on liquidation as a result of paying claims 
and property acquisitions has been $20 million paid for the thirteen- 
= years or twenty-odd-million dollars, if you want to treat it as a 

oss. 

Mr. Tuomas. $22 million, isn’t it? 

Mr. Yates. Say it again. 

Mr. Tuomas. Please do. 

Mr. Jonas. He is adding in the administrative cost through the 
whole 13 years. 

Mr. Tuomas. I see. 

Mr. Sweeney. If you want to try to relate that to the 5,372,000 loans 
that were written. 

Put it this way: On the 52,929 claims that have been paid, and if 
you could apply all the administrative cost to that figure, it would 

eo 


Mr. Tuomas. Of course, your big figure is your administrative cost 
and your actual loss is $22 million. 
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What becomes of all that interest ? 

Mr. Sweeney. The interest? 

Mr. Tuomas. You stated “net losses.” You have been charging 
that against this loss, have you not? 

Mr. Sweeney. On the guaranty program? 

Mr. THomas. Yes. 

Mr. Sweeney. On the direct-—— 

Mr. Tuomas. If you add in the interest you have been collecting and 
that figure of $22 million is about what—about $100 million—— 

Mr. Sweenry. We do not collect any interest per se on it. We do 
collect interest on the receivables that we take back when we sell 
property. a 
‘ All of that income in selling and management is included in that 

re. 

“Mr. Tuomas. Where is that interest which the Veterans’ Admin- 
istration has been paying all that time? 

Mr. Sweeney. We do not collect interest on the loans. 

Mr. Jonas. That has gone to the bank. The lender got that. 

Mr. Sweeney. He is including the direct loan program. That is 
something separate. 

Mr. Tuomas. So that figure of $22 million is a firm figure, is it? 

Mr. Sweeney. Yes, sir. 

Mr. Tuomas. There are no ifs, ands, and buts? 

Mr. Sweeney. No, sir. 

Mr. Tuomas. I thought we might be able to have a little mathe- 
matics done and get that interest. If it were in there, it would be 
about $100 million, wouldn’t it? 

Of course, you would not get the interest. 

Mr. Sweeney. No, sir; we have not collected any interest. 

_ Mr. Tuomas. Because you are not loaning any money. You are just 
insursing it. 

Mr. Sweeney. Except direct loans. 

Mr. Jonas. Do you not have some assets that would offset that $22 
million ? 

Mr. Sweeney. Yes, sir. . 

Mr. Jonas. What would they amount to? 

Mr. Sweeney. Let me get it out here. 

Mr. Jonas. Property that has been foreclosed and taken over ? 

Mr. Sweeney. We have about $41 million on hand, and I think we 
have about $40 million invested. 

Mr. Jonas. What will that do to your net figure of $22 million ? 

Mr. Sweeney. Depending on the market, Mr. Congressman. It 
may increase the net loss or it may decrease it. It depends on how 
fortunate we are in selling those properties. 

i the other hand, if the market should shift, we may increase our 
net loss. 

Mr. Jonas. You could not credit the value of these properties 
against your net loss? 

Mr. Sweeney. No, sir. 

Mr. Jonas. Can you compare your loss on guaranteed loans which 
do not exceed 60 percent, with losses on direct loans? 

Mr. Sweeney. Sixty percent current. 

Mr. Jonas. And your direct loan program, do you have a higher rate 
of loss in your direct loans? 
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Mr. Sweeney. No. Our default ratio on direct loans are more 
favorable than the guaranteed loans. 

I have that figure here. The incidence of foreclosures on the guar- 
anteed loans liquidated about 0.71, whereas it is 0.43 on the direct 
loans. 

Mr. Jonas. Yes. 

Mr. Sweeney. Did you get that? 

Mr. Jonas. Yes, thank you. The direct loans are nearly 100 percent 
loans too, are they not ? 

Mr. Sweenry. We try to get some downpayment. 

Mr. Jonas. You dotry ? 

Mr. Sweeney. Yes. I think the average downpayment is a little 
under 10 percent. 

Mr. Jonas. Is it not true that usually in the guaranteed loan pro- 
gram, a higher downpayment is required ? 

Mr. Sweeney. That is up to the lender, sir. 

Mr. Jonas. I mean what do the records show? Is that not true 
generally ? 

Mr. Sweeney. I would say that three-fourths of the guaranteed 
loans have downpayments and one-fourth no downpayment. 

Mr. Jonas. at I am trying to find out is whether the rate of fore- 
closure is higher on no-downpayment loans than on loans that had 
downpayment. 

Mr. Sweeney. The foreclosures on a no-downpayment loan—we 
have just completed a study—are just a little higher. 

Mr. Vursetu. Off the record. 

( Discussion off the record.) 

Mr. Tuomas. Let’s go to lunch now and try to get back about 1. 


AFTER RECESS 


Mr. Tuomas. Gentlemen, will the committee please come to order. 


SUMMARY OF REQUIREMENTS BY CATEGORY 


Mr. Reporter, will you insert in the record page 10-3. 
(The information referred to follows :) 


On a comparative basis the jurisdictional costs, excluding printing and repro- 
duction and civil service retirement fund expenses, have been reduced $9,603,406 
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during the current year and it is estimated that the fiscal year 1959 requirements 
will be $7,542,716 below fiscal year 1958 as indicated by the following table: 


Comparative summary of requirements by major category 


Actual, Estimated, | Estimated, | Increase (+) 
fiscal year fiscal year fiscal year or decrease 
1957 1958 1959 (—), 1959 


over 1958 
Average employment: 
CER ONNOOS oo. ibe 514 491 460 —31 
celal 21, 462 19, 298 18, 141 —1, 157 
Total administrative jurisdiction, De- 
partment of Veterans’ Benefits. _.____.- 21, 976 19, 789 18, 601 =1, 188 
———————— ——————__=_a2a——_aa——_—_ SAS 
Cost: : 
BevMo Ui i ALL cas $108, 131, 131 $90, 617, 765 $93, 508, 187 — $6, 109, 578 
Employee travel. ._..............-.-.--.... 2, 406 2, 328, 000 2, 170, 000 —158, 000 
Veterans rehabilitation and education, 
Other Gees. <...5 52-655. 5 n- Sheds 11, 039, 534 10, 646, 088 9, 529, 160 —1, 116, 928 
Miscellaneous operating expense ____....__- 7, 404, 843 6, 936, 655 6, 778, 445 —158, 210 
a ls 129, 131, 914 119, 528, 508 111, 985, 792 —7, 542, 716 
Printing and reproduction __...............]_-- ee 1, 395, 000 1, 300, 000 —95, 000 
Civil service retirement fund__-.._........- . vhart 2. see 6, 120, 489 5, 986, 580 — 133, 909 
Total cost, Department of Veterans’ 
I Benefits jurisdiction.................... 129, 131, 914 127, 043, 997 119, 272, 372 —7, 771, 625 
R88: 
Net common services adjustment __.......- 6, 137, 797 3, 743, 997 3, 325, 372 418, 625 


SUN Ais 122, 994,117 | 123,300,000 | 115, 947, 000 —7, 353, 000 





Mr. Tuomas. This is more or less a summary and it should be borne 
in mind we are dealing only with the administrative expenses of 
these programs, and you are dealing in figures here of $115,947,000, 
to administer how many billions of dollars of programs? 

Mr. Monk. $4 billion. 

Mr. Tuomas. Even? 

Mr. Monk. Slightly over that. 

Mr. Tuomas. This is a good table on page 10-3. In the central 
office you have 460 people for 1959 against 491 for 1958. In the 
field you have 18,141 for 1959 against 19,298 for 1958. You have 
reduction in activity of 1,188 for 1959 over 1958. 

Your personal services cost comes down by $6,109,578. 

Your employee travel is reduced by $158,000, your figure for 1958 
being $2,328,000. 

For your veterans’ rehabilitation and education other objects 
cost, that is off $1,116,928 from 1958; your figure for 1958 being 
$10,646,088. 

You have a miscellaneous operating expense which is off $158,210. 
What does miscellaneous operating expense cover ? 

Mr. Monk. That covers all the objects other than the employee 
travel and the special things in the vocational rehabilitation and 
education, and includes items such as supplies, equipment, and com- 
munications. 

Mr. Tuomas. Your printing and reproduction cost is down $95,000. 

Civil service retirement fund is $5,986,580, and is off $133,909. 

Total cost, Department of Veterans’ Benefits is down $7,771,625, 
your figure for 1958 being $127,043,997. 

Now you have some adjustment items here for about $418,000. 
How do you figure that? 
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Mr. Monk. We buy supply and personnel services from the hos- 
pital, and we furnsh the outpatient clinics with personnel, finance, 
and administrative services and this is the net cost to Department of 
Veterans’ Benefits for Common Services after we take the plusses 
and minuses. 

Mr. Tuomas. Your purchases and and sales do not show in the 
operating costs; is that right? 

Mr. Monx. The o erating costs are gross for the Department. 

Mr. Tuomas. Well, this is the expenses, and the other is more or 
less capital investment, isn’t that right? 

Mr. Monk. Well, there are salaries and expenses involved. 

Mr. Tuomas. That is all mixed up in here. 

Mr. Monk. In the “Reimbursement,” yes. 


COMPARISON OF AVERAGE EMPLOYMENT BY FUNCTION 


Mr. Tuomas. This table on page 10-4 is an awfully good one and, 
Mr. Reporter, will you insert that table in the record. 
(The table referred to follows :) 


Comparison of average employment by function 


| Actual, fiseal | Estimated, 


















a 
: | Estimated, 
Function | year 1057 | ~— a cao =~ Sa 
Office of— } 
Chief Benefits Director. - Mitdesniedeneia 8 | 13 15 
Nisnegers daca bgt <jeyhlieiokioemansy cline aiiianieinghiths 409 | 406 406 
Chief Attorney " 1, 538 1,536 1, 544 
COI cis ie cticadtaese-<senhtes at 1, 901 | 1,779 1, 684 
Compensation and Pension Srkbasiegheaddl 3, 896 | 3, 939 4, 000 
Maange. ~*~ agama and Education....----.----__-- _ 2,875 | 2, 530 2 268 
Wee en eR SL SeNe ANCOR Sine S li ciple S 3, 384 2, 416 1, 798 
Controller in (including intitle tel 3, 013 2, 850 2, 739 
DRI, 9 0: isinis watodscse~ cnet tana sn tet ede 4,172 4, 034 3, 863 
— piamanene~eseheces ensonducesadubeccckttioesbascat 225 231 229 
Seudiltiet nih m Biippieiaigien Ait e peated Mi tis ei an ~ ER hein nn igentmimennl hcl wins 
Ficht (encoding Comtad®) :.2.. 2. ch AN as 2 39 35 35 
Area Representative. <_-...- 1-2-2... sescwe- esses -- 17 20 20 
Total, Department of Veterans’ Benefits ed 21, 976 19, 789 18, 601 
Comparison of total cost by function 
Actual fiscal | Estimated, | Estimated, 
Function year 1957 fiscal year al year 
1958 1959 
Office of— 
eet mente Dlventei si hatecs ce) hese. ceed 3 ee s aor 937 $169, 598 
akan open Tang ~<ent tCape then cide «a ngadetinnt= teed 343, 951 3, 344, 599 
Chief Attorney ia a innaldagnrndniteamningaiaigel eenesoetidi tmnt d wiih ali 9, 558, 621 10, 208, 674 10, 28 238 
OR ct t RS ALAS cin 8 cue edeakéednh stewed enc cdecmeaie 10, 169, 102 10, 302, 665 9, 779, 800 
Conpanastion ope Pete aa, oe 23, 728, 829 25, 573, 741 26, 044, 478 
youn! ee ‘ond Education... -............. 27, 838, 590 26, 680, 785 23, 974, 489 
Re NN Et leek: 9 cn conten piboantanny Rear: 18, 385, 995 15, 326, 494 11, 510,003 
Controller ( Cnehading Pine 0553 ee SIO BAA 13, 613, 554 14,040, 562 13, 539, 056 
Darin nvtich gen nkicntpp eng EToantens 19, 348, 780 18, 560, 687 
eon peat sled end ds cinch fede penecbaenaecesada 1, 467, 419 1, 458, 435 
Field excluding Cetibadiy a ep WE 361,160, 361, 160 
Ares Representative... _... 2... --.- 245-2 1i.-52222.-22--- 241, 241, 829 
Total Department of Veterans’ Benefits jurisdiction..._| 129,131,914 | 127,043, 997 119, 272, 372 
Less net common service adjustment.-.......................- , 137, 797 3, 997 , 325, 
PPUG Gat a cs esepedease ectk -cgsi did. besThds Soe 122, 994,117 | 123, 300, 000 115, 947, 000 
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Mr. Tuomas. Office of Chief Benefits Director. Who has that ac- 
tivity this year? 

Mr. Wuirtter. Mr. Driver is the Acting Chief Benefits Director. 

Mr. Tuomas. Who has the managers office? When did you have 
that set up ? 

Mr. Driver. Those are the managers in each regional office. There 
are 67 offices. 

Mr. Tuomas. Does that apply to the District of Columbia? 

Mr. Driver. It applies to the local veterans benefits office. 

Mr. Tuomas. How many managers do you have? 

Mr. Drrver. 67. 

Mr. Txomas. Where are they located? Are they located in all 
district offices ? 

Mr. Drerver. All the regional offices. 

Mr. Monk. There is 1 in every State and more than 1 in some of 
the States. 

Mr. Wurrtter. Texas has five. 

Mr. Tuomas. That isn’t near enough. Chief Attorney. Who is 
the Chief Attorney ? 

Mr. Driver. Those are in the regional offices, too. The Chief At- 
torney is a lawyer. 

Mr. Tuomas. How many different legal staffs do you have? 

Mr. Drrver. That is the only legal staff in the regional office. 
There is one in each regional office. 

Mr. Tuomas. You used a figure of 67 ? 

Mr. Driver. 67 ; yes, sir. 

Mr. Tuomas. So, you have 67 chief attorneys. 

Dr. Driver. Yes, sir. 


CONTACT SERVICE 


Mr. Tuomas. Next we have the Contact Service. 

Mr. Drrver. Contact is in every regional office, in every hospital, 
and at about 270 independent locations, where there is only contact 
service. 

Mr. Tuomas. Where is the green sheet on your contact service? 
How many do you have here in the District of Columbia, for instance ? 

Mr. Monx. We have 24 in central office and 27 in the veterans 
benefit office. 

Mr. Tuomas. What are their jobs? 

Mr. Monk. Fifteen of those are in the central office Contact Service 
of the Veterans’ Administration, where the people come for informa- 
tion about benefits. 

Mr. THomas. Whom do they serve? 

Mr. Monk. They serve veterans in this area. 

Mr. Tuomas. What is this area comprised of ? 

Mr. Drtver. Well, actually, in Washington, the area covers a couple 
of counties out in Maryland and the adjoining counties of Virginia, 
as well as the District of Columbia, but, of course, a good many vet- 
erans come here from other States. 

Mr. Tuomas. Mainly, the veterans working for the Government? 

eo Driver. Yes; the Government and other industries located in 
this area. 
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Mr. Tuomas. Does that office serve everybody in the metropolitan 
area, or just the people who are employed by the Government 

Mr. Driver. No, sir; any veteran who lives in the area. 

Mr. Tuomas. In the area, regardless of where he works? 

Mr. Driver. That is right. 

Mr. Tuomas. At one time, did you not have a unit taking care of 
only Federal employees? 

Mr. Driver. No, sir. 

Mr. Tuomas. Then where did I get that idea? 

Mr. Monk. Each contact location is open to the public. 

Mr. Tuomas. Do you have your green sheets on the Contact Service? 
Do you have any information on your organizational setup ? 

r. Baxer. In Washington? 

Mr. Tuomas. I am talking about the field, generally. 

Mr. Driver. There is a breakdown by location on 10-41. 

Mr. Tuomas. This is the location, but it doesn’t give us any green- 
sheet information. 

Mr. Driver. No, sir. 

Mr. Monk. The basic grade of your contact representative in the 
field is grade 7. ‘There are some few that are 8’s and some few that are 

’s. The basic grade for the contact representative is grade 7, 


SUMMARY OF REQUIREMENTS 


Mr. Tuomas. While we are on the Contact Service, let’s put pages 
10-40 and 10-41 in the record. 
(The tables referred to follow :) 


Summary of major workloads 





Estimated, 
fiscal year 
1959 
Davonmnl tteryigis i... . ...Gos.08 1... UR SEL... ..L.... 
eens MAST UIINNE i. sos Hl ba icc lbiid.s...-. 5. 


Applications and forms prepared 
Oorrespondence prepared 
Counter interviews 


gEgsu 
$8838 








Functions 


The contact program provides, within the Veterans’ Administration, a single 
source of personalized service to veterans and dependents of veterans. Repre- 
senting the Veterans’ Administration to veterans and their dependents on matters 
dealing with VA administered benefit programs, the contact program affords all 
interested in veterans’ benefits with an opportunity to discuss personally specific 
inquiries on benefit matters; to receive assistance in applying for benefits; to 
obtain an explanation of actions taken on their particular claim for benefits; and 
to be otherwise fully informed of rights, benefits, and privileges under laws ad- 
ministered by the Veterans’ Administration and any changes or modifications in 
such laws. The overall total veteran population and families as of November 30, 
1957, is as follows: 
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Total male veterans in civil life: 

EE WEP a a a es SOLO ee aA Re 15, 000, 000 
moran coniiet. bb onl ethics wel cious * 4, 200, 000 
i ed ath 3, 000, 000 
pen er Wer 2 ok Se re Ea Ss ee eee 22, 200, 000 
I I i cecici since chipattnilssioedastdanginsaoenicdib bhp ckes eid nate te 19, 000, 000 
UR OUNOTOL. Sie oe es chet bbe tbtbkttidienddemeb aes 24, 600, 000 

Total other (relatives by blood, marriage or adoption living in family 
ann IUI OPIN ind nis cniincssauhipcurniehlelaciogegaplie ticeiatdivniiinenta 11, 400, 000 
Estimated number male war vetefans and families__.___.______ 77, 200, 000 


1 Excludes veterans with service in World War II. 


Average employment—Breakdown of personnel by type of station served 


Actual, Estimated, | Estimated, | Increase (+) 
fiscal year 


fiscal vear fiscal year or decrease 

1957 1958 1959 (—), 1959 

over 1958 
PE Re a ee ae eS eee os ee 815 777 739 —38 
Tr a a as 690 624 580 —44 
VA hospitals and domiciliaries___.____...._.._. 351 340 330 —10 
Die VA a oe el oc i. cs oi 16 9 6 -3 
I se ee Suk et ed 1, 872 1, 750 1, 655 —95 


DEPARTMENT OF VETERANS BENEF?Ts, FIELD 
CONTACT, $9,519,486 


Summary of requirements 


Estimated, | Estimated, | Increase (+) 
fiscal year fiscal year or decrease 


1958 1959 (—), 1959 
over 1958 

Average employment-..-......................- 1,750 1, 655 —95 
01 Piewenel INL Ron winty hn ntieedbamdines bdiekebinabcamads $8, 987, 652 $8, 497, 204 —$490, 448 
02 Travel: 

mmpleyes avd... 2. cee 150, 000 140, 000 —10, 000 

a a Sa ae ae ae 7, 900 6, 900 —1,000 
03 Transportation of things: 

Other esr of things.......... 430 390 —40 

Shipment of household goods__........- 10, 730 9, 470 —1, 260 

Parcel post reimbursement... -._........- 5, 340 2g ae ee 
04 Communication services: 

Telephone, telegraph................--- 68, 000 65, 600 —2, 400. 

hn heh caiman 64, 500 GE Biecameereaames 

Nonpenalty mail__.................-... 2, 820 By GE ibdd06dpmbn ce 
06 Printing and reproduction._................|.......---.-.- 84, 100 80, 000 —4, 100 
07 Other contractual services: 

Federal employees life insurance fund... 28, 969 27, 401 —1, 568. 

Repair of furniture and equipment.---._ 11, 425 11, 400 —25 

Miscellaneous contract service by in- 

dividuals and organizations. ........ 5, 675 5, 600 —76. 

08 Supplies and materials: 

SID 6a on cnmiccessanqen ere 24, 350 28, 050 —1, 300 

Operating and maintenance supplies... 650 550 —100 
08 Equipment: 

urniture and fixtures. _..............- 32, 000 29, 000 —3, 000 

11 Grants, subsidies and contributions: 

Civil service retirement fund...........}.2..-.....-..- 557, 103 548, 030 —9, 073 
33. Tes, Seren, one eeeeaiiies......|- TD banca kin diecast Sc ks 
BS “Teese oe aeonsensts... ....... 2.2. nce 2, 395 2, 231 —164 
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Mr. Tuomas. The table shows for the people located in the regional 
offices you have 777 for 1958 against 739 for 1959. In the VA offices 
you have 624 for 1958 against 580 for 1959. Now, what is the differ- 
ence between a regional office and the VA office ? 

Mr. Driver. The regional offices have all the other component func- 
tions, such as loan guaranty. In the VA office there is just the con- 
tact service, 1 man and a secretary, or perhaps 2 contact representa- 
tives. 

Mr. Tuomas. What you ought to have, instead of VA offices, are 
contact offices. © 

Mr. Monk. That is what they actually are. 

Mr. Driver. They originally had some other functions in them, 
but for the most part they are really contact offices. 

Mr. Tuomas. For VA hospitals and domiciliaries you have 340 
people for 1958 against 330 for 1959. For your overall figure you 
are down 95. You have 1,655 against 1,750. Does that check with 
this figure on page 10-4? 

Mr. Monk. Yes. It does not check with the figure on sheet 10-4. 

Mr. Tuomas. No; it does not. . You have 1,684 on page 10-4 against 
1,655 on page 10-41. 

Mr. Monk. 24 of those on page 10-4 are in the central office and 5 
are in the area offices, but the 1,655 and 1,750 will check with the field 
figure as shown on 10-40. 

Mr. Tuomas (reading) : 


The contact program provides, within the Veterans’ Administration, a. single 
source of personalized service to veterans and dependents of veterans.. Repre- 
senting the Veterans’ Administration to veterans and their dependents on matters 
dealing with VA administered benefit programs, the contact program affords all 
interested in veterans’ benefits with an opportunity to discuss personally specific 
inquiries on benefit matters; to receive assistance in applying for benefits; to 
obtain an explanation of actions taken on their particular claim for benefits; 
and to be otherwise fully informed of rights, benefits and privileges under laws 
administered by the Veterans’ Administration and any changes or modifications 
in such laws. The overall total veteran population and families as of November 
30, 1957, is as follows: 

Total male veteransincivillife: 

Well, under that he has to be in civil life or else he is not a veteran, 
is that right? 

Mr. Driver. He could be a World War II veteran, back on active 
duty and thereby entitled to certain benefits; or World War I. 

Mr. Tuomas. But as long as he is in uniform he is not classified as a 
veteran ? 

Mr. Driver. If he is drawing benefits from us, we consider him a 
veteran, though he may be on active duty. 

Mr. Osterrac. Could he be on active duty and drawing benefits? 

Mr. Driver. He could, in such instances as going to school while on 
active duty. 

Mr. Osrertac. How about compensation ? 

Mr. Driver. He would have to waive his compensation. 


NUMBER OF VETERANS 


Mr. Tuomas. For World War II, you have 15 million. Is that 
just veterans or their families? 
Mr. Monk. Veterans, 15 million. 
21543—58—pt. 1——44 





| 
| 
| 
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Mr. Tuomas. Korean conflict, 4,200,000. That excludes veterans 
with service in World War II. 

All other, 3 million. The total male veterans population, 22,- 
200,000. 

Does that include the figures on the female veterans ? 

Mr. Driver. No. 

Mr. Tuomas. Total wives, 19 million; total children, 24,600,000; 
total male veterans and families, 77,200,000. That is about what— 
49 percent of the population, or 48 percent of the total population ? 

Mr. Wuirrier. Sone 40 percent. 

Mr. Osterrac. Is that all? 

Mr. Driver. I believe, Congressman, the answer to that is that 
these figures come through these polls that the Census people take, 
and the volume of the universe that you are working against would 
be so small in case of the female veterans, that we did not think we 
would get an adequate sample in that fashion, and that is why it is 
restricted to the males, 

Mr. Osrertrac. Mr. Chairman, I wanted to inquire as to nature of 
the 3 million veteran population figure. Does that mean World 
War I and all other veterans? 

Mr. Driver. Yes. 

Mr. Tuomas, That is the category of all other. 

Mr. Yates. How many were there in World War I originally? 

Mr. Srone. 5,200,000 total. 

Mr. Tuomas. Your Compensation and Pension Office has gone 
from 3,939 people to 4,000; Vocational Rehabilitation and Education 
has gone down a little, and Loan Guaranty has gone down a little. 

Mr. Monx. More than a little. 

Mr. Tuomas. Yes, gone down considerably. 

Controller, including Finance, that has gone down. The whole 
story is told on this page right here. 


DISTRIBUTION OF COSTS BY PROGRAM AND OBJECT 


It might be well to insert in the record the big table on 10-6 and 
also pages 10-7 and 10-8. 
(The tables referred to follow :) 
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Comparative summary of requirements, by detailed object and subobject of expenditure 




















Actual, Estimated, | Estimated, 
fiscal year year fiscal year 
1957 1958 1959 
Actual Se 
Cet GENO s Si Se npn tcininsbenb unten 514 491 460 
Mie Cee ht Se ad 71 |. 76 74 
ei dentigtehn so bdédipénMindumen botniben 409 406 406 
Cn GI. 8 Bin seaesuiccdnates oso 1, 516 1, 514 1, 522 
—S WRS CSL CERPAPTN BINT SES 1, 872 1, 750 1, 655 
Compensation and pension._.._........-.-- 3, 794 3, 826 3, 882 
Vocational rehabilitation and education. __ 2, 802 2, 460 2, 200 
PPLE Sig 5 Silage alee 3, 308 2, 350 1, 750 
ee Rn ates ee ee 2,915 2, 760 2, 650 
ING basilica wns sbketewene 4, 079 3, 952 3, 800 
ERR EAS TRE 199 204 202 
Supply, engineering, and housekeeping - - - - Oe Or is ee eee re 
Total average employment___._____-____- 21, 976 19, 789 18, 601 
ost: 
01 Personal services: 
I IE cntgsenoeannncencadecdinn $3, 529, 598 $3, 469, 939 $3, 260, 020 
DIRE Dini sai cdetke weenie 605, 183 647, 441 630, 406 
ON rr eee detitutin i 2, 893, 756 2, 909, 771 2, 909, 771 
CE CNM 6 oo ncn an cece oesue 8, 307, 314 8, 354, 036 8, 398, 396 
ES RE, PRET RS 9, 485, 979 8, 987, 652 8, 497, 204 
Compensation and pension........_| 21,849, 101 21, 919, 528 22, 239, 978 
Vocational rehabilitation and edu- 
CI. cciemlsneg chs inbee 14, 946,208 | 13,376,944 | 11, 963, 600 
Loan guaranty..................... 16, 235, 611 12, 381, 197 9, 081, 486 
RL ihc hb bi ddd othe 12, 305, 847 11, 817, 126 11, 347, 300 
Administrative............-..---__- 14, 932,318 | 14,649,849 | 14, 086, 600 
WOROUTNGR iis. oi is i a ins 80d ee SD 1, 066, 8 1, 104, 282 1, 093, 426 
Supply, engineering, and house- 
Aven dS AE EE CORRS. | TPR ORR a Sk ES 
Total personal services.........| 108, 131, 131 99, 617, 765 93, 508, 187 
02 Travel, employee: 
Ganttal dies)! pe. eee 79, 180 83, 000 80, 000 
I a iih in ncitinncwnn cette 182, 337 220, 000 220, 000 
SS EE ea 69, 258 70, 000 70, 000 
Chief attorney 601, 615, 000 630, 000 
CE 152, 217 150, 000 140, 000 
Compensation and pension.....__-- 76, 557 108, 000 108, 000 
Vocational rehabilitation and edu- 
Qi 3 ah ge sna Caen aakeene 694, 172 600, 000 550, 000 
Loan guaranty--___...........--.... 568, 109 457, 000 347, 000 
|, ___ eee TGS lek At PE 17, 440 10, 000 10, 000 
Adupinistrative.....< 2.22 o2n kink 17, 081 10, 000 10, 000 
POE so cisn ne +c -ninteeiitns 5, 868 5, 000 5, 000 
GO tadthinnnnds.scccckebuesscsune Oh BOD fe ocicncbcnneda hv e-cdbdacncceeinpenandiucoags 
Total employee travel._..._.. 2, 466, 406 2, 328, 000 2, 170, 000 
Te WR i na scendetabeseaben 190, 534 190, 000 176, 000 
Deane WOM....... s«.-<cinsieuiiadsearcindade 251, 014 238, 000 211, 000 





Mr. THomas. You show the breakdown of your other objects. 


EMPLOYEE TRAVEL 


On your page 10-8, you have the item of “Travel” from the central 
office, the area offices, your chief attorney, your contact, your compen- 
sation and pension, vocational rehabilitation, and education—that is 
the big one, isn’t it ? 

Mr. Monk. Yes; that and chief attorney’s. 

Mr. Tuomas. Contact is a big one. Loan guaranty is not bad. 

Finance is about even. You have a g record there. Your Ad- 
ministrative, $17,000. Where is travel involved there? 

Mr. Sweeney. We have to service direct loans. 

Mr. Tuomas. Your total employee travel for 1958 is $2,328,000 
against $2,170,000 for 1959, a decrease of $158,000. 
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Now, you have this local travel. What do you mean by that? That 
is $14,000 less this year, against $190,000 in 1958. 

Mr. Monx. That is travel performed within the local geographical 
area of the stations. For example, New York City, it would be within 
the city limits. 

Mr. THomas. By their own cars? 

Mr. Monx. It can be on a streetcar, or by automobile. The General 
Accounting Office does not have that classified as employee travel. 

Mr. Tuomas. Which agency uses most of that local travel ? 

Mr. Monx. Well, it is used by the Chief Attorney, Loan Guaranty, 
and Vocational Rehabilitation and Education. 

Mr. THomas. Whoelse? 

Mr. Monk. Chief Attorney, Vocational Rehabilitation and Educa- 
tion and Loan Guaranty. Those are the three programs that use most 
of that travel. 

Mr. Tuomas. What travel does Vocational Rehabilitation and Edu- 
cation do? 

Mr. Monk. In visiting schools in the local area, schools and training 
stations. 

Mr. Tuomas. Beneficiary travel falls off by $27,000 as against $238,- 
000 for 1958. What did you spend in 1957 in this beneficiary travel. 
Did you have any budget? Is your budget in such shape that you can 
tell what the travel was for this agency in 1957 ? 

Mr. Monk. Yes; the first column is your actual expense. 

Mr. Tuomas. Is that a firm figure! 

Mr. Monk. Yes. 

Mr. Tuomas. What was your expenditures for the first 6 months of 
this year? 

Mr. Monx. Well, the first 6 months we spent $1,114,000 as opposed 
to $2,328,000, budgeted for the full year, which would mean slightly 
less than half; but our travel in Vocational Rehabilitation and Edu- 
cation is a little heavier in the spring months. 


LOAN GUARANTY ACTIVITIES 


Mr: Yates. Why is Loan Guaranty down so much? Is it because 
you are losing business? 

Mr. Monx. Yes. 

Mr. Yates. Why? Because of discounts? 

Mr. Sweeney. Regional discounts, it started last August. 

Mr. Yates. What do you mean ? 

Mr. Sweeney. Well, Congress passed a bill that told us to estab- 
lish a regional discount; and, without any definitive action on the part 
of Congress, or any guidelines, when we established the discount, 
from August 5, 1957, as I told the committee last July, it was going 
to yield 5 percent. With the discounts we have established, many 
have now seen fit not to participate in the program. In other words, 
the discounts were allowed at the 4 percent figure. 

Mr. THomas. Well, money is becoming considerably loosened up, at 
least on paper. I do not know what it actually is, but on paper it 
is loosening up a bit. 

Mr. Sweeney. Mr. Chairman, I am glad you qualified that state- 
ment with the words “on paper,” because, as you well know, when you 
talk about commercial banking credit, that is just one thing. 
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Mr. Tuomas. Well, I said “on paper.” 

Mr. Sweeney. Yes. Now, how much of that will come into the 
market, I don’t know. Some will, but, on the other hand, institutions 
that deal primarily with mortgages are having problems of credit 
because, as we know, the commercial banks in a good many areas in 
the country have an interest rate on savings of 3 percent. Now, 
competitively, your other investors, such as the mutual savings banks 
and savings and loans, have a dividend rate something higher than 
that, anywhere from 314 to 4 percent. Today wer have to have about 
514 to 514 percent interest rate, dependent on whether they are par- 
ticipating outside of their areas, because doing business today runs 
anywhere from 134 to 2 percent, and they are paying dividends of 
31/, to 4, so nobody is interested in trying to make loans at 414 percent. 


ANNUAL RATE OF HOUSING STARTS 


Mr. Tuomas. How many new starts are you going to have this year 
and when do you think money is going to get loose enough for us 
common folks to borrow a little bit of it? 

Mr. Sweeney. To answer your first question, I think we will have 
between 60,000 and 65,000 VA starts this year. 

Mr. Yates. That is for your agency ? 

Mr. Sweeney. As far asthe VA isconcerned. Now, I think nation- 
ally, we will come close toa million. We had 999,000 last year. 

Mr. Yares. This is about 1.1 million or 1.2 million. 

Mr. Tuomas. When is this money going to loosen up? 

Mr. Yares. Is any loose money available yet? 

Mr. Sweeney. Well, we hear a lot of talk about it, but there are no 
forward commitments. 

Mr. Yates. You have not seen it? 

Mr. Sweeney. There are no forward commitments. 

Mr. Yates. Is that the same as answering “Yes” ? 

Mr. Sweeney. No, sir; I can only tell you what we hear, that there 
are no forward commitments going forward in residential construc- 
tion, because, you know, bankers will anticipate any adjustments. 
They will commit anywhere from 8 to 12 months ahead of time. 

Mr. Yates. Cannot the question be answered “Yes” or “No” as to 
whether or not there is any money available for your purposes? 

Mr. Sweeney. There is none for our purposes. 

Mr. Yates. So far as you are concerned, money is still tight ? 

Mr. Sweeney. Yes; as far as the GI program is concerned. 

Mr. Yates. You haven’t seen it in the FHA program either? 

Mr. Sweeney. Well, there has been a slight increase in the last 
quarter. 

Mr. Yares. Very slight—thank you. 

Mr. Ostertac. What are you doing about financing the builder 

Mr. Sweeney. Normally, a builder usually gets interim financing, 
and at the same time he gets the commitment for 8 to 12 months for 
the permanent financing, so that for each year of his operation and 
planning, if he is putting up a 500-unit project, he knows that at the 
other end he has to pick up financing insofar as the purchasing. 
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OTHER OBJECTS 
COMMUNICATION COSTS 


Mr. Tuomas. For “Communication services” you have a reduction 
of $29,986 for telephone and telegraph and your full total under that 
“Communication services” is $29,986 less in 1959. 

Who is the big user, or who is the biggest user of telephone and tele- 
graph, penalty mail, and nonpenalty mail? The sheet is in the record, 
So we won’t go into each account. 

Mr. Monk. These are all regional office items. The big users in the 

nalty mail are the claims program, Vocational Rehabilitation and 

ducation, and, to some extent, Loan Guaranty. 

Mr. Tuomas. Everybody participates? 

Mr. Driver. Yes, sir. 

Mr. Tuomas. The three big users are whom ? 

Mr. Monk. Vocational Rehabilitation and Education, Compensa- 
tion and Pension, and Loan Guaranty. 

Mr. THomas. What about insurance? 

Mr. Monk. They are not in this. 


RENTS, UTILITIES AND CONTRACTUAL SERVICES 


Mr. Tuomas. Rents and Utility Services. You show a reduction 
of $14,900; $1,207,100 for 1959, which is a reduction of $14,900 from 
the previous year. Whom are you paying this money to? Is any 
of it going to General Services? 

Mr. Monk. No. The large item here under the “Rental of equip- 
ment,” is for rental of tebulating equipment. That amounts to 
$1,188,000 a year. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. The item of “Other contractual services” is really 
getting into money. 

Federal employment life insurance fund, around $300,000. That 
is a statutory obligation, is it not? 

Mr. Monk. Right. 


REPAIR OF FURNITURE AND EQUIPMENT 


Mr. Tuomas. “Repair of furniture and equipment, $206,910.” How 
do you arrive at that figure? How many chairs are you going to 
repair, for example? 

r. Monx. This is basically built up from an estimate of the 67 
installations, but they do not detail it as to the number of chairs. 

Mr. Tuomas. What is your unobligated balance of the $212,517 
set aside for this year ? 

Mr. Monk. We spent for the first 6 months $144,000. 

Mr. Tuomas. That does not cover your whole year then, does it? 

Mr. Monk. It will basically cover it. 
ey Tuomas. Well, you have an unobligated balance of about 

0,000 ? 

Mr. Monk. No, we spent a little in excess of the rate. 

Mr. Tuomas. Where is this repair work done? 

Mr. Monx. Well, GSA does some of it. Some of it is done in our 
own shops. Some of it is done outside, by contract. 


699 


Mr. Txomas. Now, suppose you have an installation in Louisiana. 
Does that installation have to send its furniture up to Wilmington? 

Mr. Monks. Oh,no, sir. That is done locally. 

Mr. Tuomas. You have “handling charges”. What kind of hand- 
ling charges? 

Mr. Monk. That is 10 percent we pay to the colleges and univer- 
sities for issuing books to veterans under Public Law 346 and Public 
Law 16. That is just about out. 

Mr. Tuomas. Well, you have $54,680 for it. 

Mr. Mons. Yes, sir. That used to be a big item. 

Mr. Tuomas. What is the limitation on it now ? 

Mr. Monk. 10 percent. Sir, what do you mean by the “limitation” ? 

Mr. THomas. at do you pay? Was not a limitation put on it? 

Mr. Monx. No. On the “education and training reporting allow- 
ance,” you have the $1 per month per veteran. That 1s the big item 
here. 

Mr. Tuomas. $5,940,480. 

Mr. Yates. What is that? 

Mr. Monk. That is what we pay the education institution for sub- 
mitting a report each month as to veterans’ attendance. 

Mr. Tuomas. You get $1 per copy ? 

Mr. Mons. We pay $1 per copy. 

Mr. Tuomas. How often do you get that copy, once a month? 

Mr. Monk. Once a month, except in correspondence, we get it once 
every 3 months. 

Mr. Tuomas. There is a limitation of $1? 

Mr. Monx. The law originally provided an allowance of $1.50 per 
month. There is a limitation in this proposed bill for $1. It has been 
in there for the last 2 or 3 years. 

Mr. Tuomas. What about this item of “Counseling fee basis?” You 
have a figure of $891,000 for this year, a reduction of $99,000 against 
last year. What is that item? 

Mr. Monk. That is what we pay where we hire persons outside the 
Veterans’ Administration for the counseling of disabled veterans. 

Mr. Tuomas. You have counselors in the VA, do you not? 

Mr. Monk. Yes, sir; but we do only about 60 percent of the work 
in that counseling service. 

Mr. Tuomas. What is the nature of this counseling service? What 
is the purpose of it ? 

Mr. Monk. The purpose is to help the veteran or the war orphan 
decide what is the best course of training for that individual to take. 
It is to help him make up his own mind as to what he should do as to 
his training. 

Mr. Tuomas. When you go on the outside for this counseling serv- 
ice, what kind of fees do you pay? What is the size of the fee? 

Mr. Mons. They average about $33 per case. 

Mr. Tuomas. I think this certainly is worth the money. I have 
been to several clinics and I presume this is what you are talking 
about—it is usually an adjunct of a hospital ? 

Mr. Monx. This is not in connection with the hospitals. 

Mr. Tuomas. Where are they usually located? Is it in the regional 
offices ? 

Mr. Monk. The counseling is in the regional office or where it is on 
a fee basis it is at a university, usually. 
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Mr. Tuomas. They have aptitude tests, and everything else. That 
is worth its weight in gold. When they take hold of a young fellow 
that doesn’t know what to do, these counselors can usually give that 
fellow a lot of good commonsense advice that is very helpful. 

Mr. Yates. Are these contractual services ? 

Mr. Tuomas. They are usually set up in the regional office. You 
have 2 or 3 of these experts, and they talk to him and bring him back 
4 or 5 times. 

Mr. Driver. We have them in the regional offices. 

Mr. Tuomas. Where do you get these counselors? Are they ex-col- 
lege professors? They certainly know how to handle these youngsters. 

r. Monx. Yes. 

Mr. Tuomas. Have they had teaching experience? Where do you 
get them ? 

Mr. Drrver. They have normal training and we hire them in the 
open market. 

Mr. Tuomas. The universities now have a course in this counseling 
business. 

Mr. Driver. Yes. 

Mr. Tuomas. That is no more than advanced applied psychology. 

Mr. Driver. Right. 

Mr. Tuomas. What experience do you require them to have? Do you 
require them to have several years of experience in the teaching pro- 
fession ? 

Mr. Srone. We qualify them by the civil service standards. 

Mr. Tuomas. Well, just tell us: what are those standards? 

Mr. Driver. During the war they were hired without the require- 
ment of a formal degree in psychology and were brought into the 
Veterans’ Administration, based on experience in dealing with people 
in counseling positions, such as teaching, for example; but, since then 
we have established a standard which, in addition to experience, re- 

uires a degree in psychology, and we have, in addition, encouraged 
those who are on our rolls now, who do not have the formal training, to 
go out and get it on their own time, and we have also tried to raise the 
standards since the peak of the war was over; but, basically, they 
have just commonsense experience, either in teaching or in counseling 
at schools, or dealing with children coming to school; and. they came 
to work for us. Most of them have had 10 years experience in the 
program. 

Mr. Tuomas. What about the item of equipment? You have no 
automobiles in here. 

Mr. Monk. No, sir; we have no automobiles. 

Mr. Tuomas. Grants to States—you have a cut of $68,000, from 
$2,500,000 in 1958 to $2,432,000 in 1959. That is on the education pro- 
gram, is it not? 

Mr. Monk. That is right. 

Mr. Tuomas. Civil Service Retirement Fund is, in round figures, 
approximately $6 million. 

r. Osrertac. Does that reflect a decrease in employment? 

Mr. Driver. Yes. 


CENTRAL OFFICE AVERAGE EMPLOYMENT 


Mr. Tuomas. These figures for the central office employment show 
a decrease of 31; 460 against 491 in 1958. 
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You have administration, which is minus 19. What do you mean 


. by administration? Is that the Administrator? 


Mr. Driver. No. This is the Department of Veterans Benefits Ad- 
ministration Service, and they have charge of the procedures and con- 
trol of administrative activities such as mail, records, tabulation, and 
so on, throughout the regional office activities. 

Mr, Tuomas. You mean this is the housekeeping department ? 

Mr. Monx. That is right. : 

Mr. Driver. Well, in the sense they provide mail service, they con- 
trol the records, they provide the tabulating service, and the office 
administration. 

Mr. Tuomas. Chief Benefits Director is increased by 2, compensa- 
tion and pension is increased by 3. 

Who is at the head of that 

Mr. Driver. I am the Director of Compensation and Pension, but, 
at the present time, it is headed by Mr. A. W. Stratton who is the 
‘Antinigr Viisebtci 

Mr. THomas. Vocational rehabilitation and education has decreased 
two. Who has charge of that? 

Mr. Driver. Sam Coile. 

Mr. Trtomas. Where is Mr. Coile? He is not with us today? 

Mr. Driver. No, sir; he is available, if you would like to have him. 


GUARDIANSHIP ACTIVITIES 


Mr. Tuomas. No. Loan guaranty is down 14. Is guardianship 
over in the legal division ? 

Mr. Driver. No, sir. Guardianship is a service in the Office of the 
Chief Benefits Director and he provides the policy and procedural 
guidance to chief attorneys in the field, governing the guardianship 
program. 

Mr. Tuomas. Who is handling that? 

Mr. Driver. Mr. Ed W. Schuyler. He has been with the program 
since its inception. 

Mr. THomas. What are you doing with 18 people? Does that ac- 
tivity overlap Mr. Birdsall’s office in anyway ? 

Mr. Driver. No, sir. 

Mr. Tuomas. What do these 18 people do? 

Mr. Driver. That is the counterpart of the chief attorneys’ offices 
in the regional office. 

Mr. Tuomas. Would you gain anything by decentralizing the Chief 
Attorney’s office and putting some of them here and there, and so on? 
What does it all amount to? 

Mr. Wurrtier. I think the reorganization amounted to an improved 
operation. This, of course, occurred prior to my coming here. I 
think, under the basic principle of being able to place responsibility 
on the immediate operating head of the Department, we gained a 
great deal, administratively. Mr. Kelsey might be able to tell us 
whether we gained moneywise. 

Mr. Tuomas. Well, we cannot measure everything in money. What 
about operation ? : 

Mr. Wuirtrer. From an operating standpoint, I think it is a great 
improvement. I strongly believe that where you have a manager or 
head of a department, he should have the actual full responsibility 
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rather than having the situation where a man down the line has 2 or 3 


bosses, so that you cannot find out who is responsible for the admin- ~ 


istration of a particular function. 
- Mr. Yares. Is there a relationship between the fewer employees 
under the average employment table, where you have minus 31 em- 
ployees, and the reduction in the next table of $209,919 ? 

Mr. Mong. Yes. 

Mr. Yates. Is that the cost of the 31 employees? 

Mr. Monk. That is the reduction; yes, sir. Now, there may be 
some in-grade increases offsetting that. 


TRANSFER OF EMPLOYEES 


Mr. Yates. What is the item concerning shipment of household 
goods? Is that for employees you were moving from Washington to 
the field ? 

Mr. Monk. It is the other way around, from the field to Washing- 
ton. Under our procedures, the receiving station pays the costs of a 
transfer. 

Mr. Yates. How often does that take place? How frequently do 
you move employees from the field to the central office ? ? 

ee Well, it was to the extent of $7,300 last year, that were 
moved. 

Mr. Yates. How many employees was that for ? 

Mr. Monk. I would not know that. 

Mr. Yates. I just wondered what the average cost was for moving 
an employee’s household goods to the central office ¢ 

Mr. Monx. It varies greatly. 

Mr. Drrver. It depends on the distance they travel and that sort 
of thing. 

mr. Yates. How many employees do you move from the field in a 
year? 

Mr. Monx. I would say for this department, about 25 or 30 
employees. 

Mr. Yates. Incidentally, how many employees do you move from 
the field into the central office in all departments? Does anybody 
know that figure? 

Mr. Driver. In this particular area, Mr. Yates? 

Mr. Yates. I mean under the Department of Veterans’ Benefits. 

Mr. Driver. Yes, sir. The number of people who have been moving 
in the last 2 years has been a little more than usual, because of the 
review of compensation and pension cases that has been going on since 
1954. As part of that, we try to give some sort of uniformity to the 
decisions. We set up a group here in Washington of about 15 men 
who review all cases in which the field proposes to sever the service 
connection of the veteran. We have, in the last year and a half, trans- 
ferred about 10 men from the field into Washington, for that very 
purpose; so that this figure would not necessarily reflect a trend in 
the agency. 

Mr. Yates. But this figure is going down in the last year. 

Mr. Driver. Yes, sir; and it should continue to do that, because 
we will not bring in any more and some will go back. 

Mr. Yates. I would like to have placed in the record at this point 
a tabulation for all the departments, which would give the committee 


‘ 
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the total number of employees moved from the field into the central 
office during fiscal years 1956 and 1957, 


(The information requested is as follows :) 


Report on number of employees moved from field offices to central office during fiscal 
years 1956 and 1957 











Organization Fiscal year Fiscal year 
y 1956 1957 

Re IO iii aa sev cdi sw spittin ta eich ela aan desis tetas 49 53 

Department of Tapantaind.<.. 122 ire... ae 14 12 

Department of Medicine and Surgery... -........2...---.---.-...-..-.---- 35 3 
Department of Veterans Benefits... ..........-.....-.....--4.. Joceiuials 21 
Area offices __ 3 2 -_l 

—. 32 53 

Potal. us... sin ode hte diac ila ie hc i aa 130 | 146 
Grand total—276 for fiscal years 1956 and 1957. ‘ 


Mr. Wurrtier. I might suggest on that point that there is some 
wisdom in bringing people in from the field from two standpoints. 
First, that if you are promoting and you just promote the poeple who 
are in the central office, you lose the knowledge and the experience of 
the field and if you have 160,000 people from which to select the best, 
of course it is a broader base than just the 3,000 in the central office. 
In addition, from a morale standpoint, you have the field office feeling 
that they can come to the central office and you have a feeling of a closer 
relationship; so from a management standpoint there is some ad- 
vantage to that program. 

Mr. Yates. Are there any offices that have been closed which would 
result in the transfer of employees from the field ? 

Mr. Driver. Not in the past year. 

Mr. Yares. Then it has all been by promotion ? 

Mr. Wurrrter. It may not all be promotion. 

Mr. Driver. But it would be a rare person who would want. to 
come to Washington unless he did get a promotion, because the cost 
of living here is very high. 

Mr. Wnuirrter. There have been instances where the people wanted 
to stay where they were. 

Mr. Yares. What is this item of furniture and fixtures? I notice 
that that is rather insignificant, but I would like to know what it is 
for. Isit for desks? 

Mr. Monk. That is desks, chairs, office equipment, typewriters, add- 
ing machines, calculating machines. 


AREA OFFICES 
Mr. Yates. Let us proceed to page 10-21, Mr. Reporter, and insert 


the table that appears on that page, and also page 10-22. 
(The tables are as follows:) 


21543—58—pt. 1——45 
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DEPARTMENT OF VETERANS BENeEFiTs, FIELD 


AREA OFFICES, $910,176 


t 


Summary of requirements 


11 Grants, subsidies and contributions: Civil 


Actual, Estimated, | Estimated, | Increase (+) 
fiscal year fiscal year fiscal year or decrease 
1957 1 959 (—), 1959 
over 1958 
Average employment....._....._._....__-__.-- 71 76 74 -2 
aaaesa=an]aeES=|E=—SS=»_Oiaeae_L_e_—————_————_—_—S=S.S| E|_—_—=====anananpa=__F—_q—e_———_—_—__—__ ’ 
01 Personal services_____- pitched etna $605, 183 $647, 441 $630, 406 —$17, 035 ' 
02 Travel—employee RIN races 182, 337 220, 000 220, 000 |- pps : 
03 Transportation of things: Shipment of 
I ID aii dndgn as ndniecweenen 9, 242 8, 890 8, 500 —360 
04 Communication services: Telephone and 
OS SS ee ae 2, 239 2, 200 EF eho a eee t 
06 Printing and reproduction_- ag oh i a ae 500 a ee ee 
07 Other contractual services: 
Federal employee’s life insurance fund_ 1, 592 2, 094 2, 039 —55 
Repair of furniture an cones. y a 411 400 Malek. 28555) .. 
08 Supplies and materials: ice supplies __ 1, 619 1, 600 Gee %. se 
09 Equipment: Furniture and fixtures___ 4, 335 4, 000 3, 400 —600 
: 


























service retirement fund. pati aattidieouddisdideke dood 40, 278 40, 786 +508 

13 Refunds, awards and indemnities_._____- 7 si tee itera Rat eRe hdl Bh SEE 

15 Taxes and assessments............._...--.- 418 382 345 —37 

| Total cost._....... iin inanastastede-nciapa tala cae 807, 796 927, 785 910, 176 —17, 609 
' Distribution of average employment by office | 
i 
Actual, fiscal| Estimated, esti i 

Area office year 1957 fiscal year fiscal vear 

' 1958 1959 | 
Hartford, Conn____- 4 on eS ee 16 16 16 
Atlanta, Ga___________- ome bod .t ein Sas oc ee 16 16 16 
Er Jdidnckns .spabteenilie 12 15 15 i 
ee add 13 14 13 j 

San Francisco, Calif. ................. 14 15 14 

Ts ES oe eranidne niet ua 71 76 74 


RTE LEA PSN BE 














The five area offices of the Department of Veterans Benefits have the responsi- 

bility for the continuing survey program of all the activities conducted in the 

field under Department of Veterans Benefits jurisdiction as follows: 
‘ 
Distribution of average employment by activity 
' aT : TH est te 
' Actual, fiscal| Estimated, | Estimated, 

year, 1957 fiscal year fiseal year 
fhe 1958 1959 
3 t Ts 

Office of area representative..__.__..._........_...-..-..-.. aig 12 15 15 

Management _._- cam ,  sctacle Arteries oetdimaie a 5 5 
i P Compensation and pension___________.___.-.--.---..-.-.-.-.- 9 13 15 
é Vocational rehabilitation and education_-._...........-.-- : eC a 10 10 
3 Loan guaranty. é 13 il 7 | 
; as i alrite vs +08 t-te kht> ayuecusn -delbe 4 4 4 
Administrative - 4 5 5 
: uh. 25s. Cd Ea et cal ieee A 5 | 5 
i i wid ee 8 8 8 
k DOG aos 2.262... 2 | of 
: I tik cdr oned 71 | 76 7 
E | 
a ee on ee a ys 4 oy rad oy * ; 
i 
' 
' 
i 
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Mr. Yates. Now, it looks like the expenses in area offices are increas- 
ing. Employee travel is increasing, for one thing. Can somebody 
tell me why ’ 

Mr. Monk. Yes, sir. It increased from 1957 to 1958 because we 
added 5 management supervisors, 1 in each of the area offices, plus an 
additional compensation and pension supervisor in each of the area 
offices, which meant 10 additional people traveling out of those 5 offices. 

Now, travel for 1959 has held constant with that anticipated for 
1958. 

Mr. Yares. Is that an extra area officer, the manager ¢ 

Mr. Driver. Management supervisors ? 

Mr. Yates. Yes. 

Mr. Driver. No, sir. 

Mr. Yates. Did you have them before the five were put on there? 

Mr. Driver. No, sir; we did not. 

Mr. Yates. Who ran the offices before that ? 

Mr. Driver. We had an area representative in charge of each office 
and under him we had technical supervisors for each of the programs 
represented, such as compensation and pension, and loan guaranty. 

Mr. Yates. What is the difference between the area representative 
and the manager ¢ 

Mr. Driver. The area representative is in charge of technical sur- 
veys of the regional offices in his area. A manager is in charge of a 
regional office. 

fr. Yates. What is the difference between the area representative 
and the manager supervisor ¢ 

Mr. Driver. Well, the area representative is in charge of the area 
office. The management supervisor is there to assist him in going to 
the regional office and surveying the overall management of the 
regional offices. 

Mr. Yares. He is an assistant to the area representative, is he? 

Mr. Driver. Yes. 

Mr. Yates. Does the area representative need an assistant ? 

Mr. Driver. We found that without him we were not getting an 
adequate evaluation of overall management of each regional office, 
The area representative, in coordinating the activities of all tech- 
nical supervisors under his jurisdiction and in going to the 12 to 16 
regional offices, had his hands full and was unable to devote the atten- 
tion that he felt was necessary to evaluate the activities of the man- 
ager in conducting the overall activities of the regional office. 

aoc Yates. The management supervisor comes out of the central 
office ? 

Mr. Driver. They are located in the five area offices and travel to 
the regional offices under the jurisdiction of the area representative. 


MANAGER'S OFFICE 


Mr. Yates. We will go to page 10-26, where we have the item of 
“Office of Manager.” 

What is the function performed by the Office of Manager ? 

Mr. Driver. The manager is in charge of the overall operation of 
the regional office, where he has all the divisions representing the 
services available in the regional office, such as loan guaranty, vet- 
erans’ rehabilitation and education, and contact. He runs the office. 





| 
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Mr. Yates. His budget is pretty well established. It remains prac- 
tically the same as last year ? 
Mr. Drtver. That is right. 


CHIEF ATTORNEY 


Mr. Yates. Now we go over to Chief Attorney, under Department 
of Veterans’ Benefits. Is the Chief Attorney under Mr. Birdsall, or 
is that separate ? 

Mr. Driver. He is responsible to the manager. 

Mr. Yates. Isheindependent? | 

Mr. Driver. No, sir; he is responsible to the manager, the same as 
any other division chief, and in turn responsible to the Department 
of Veterans’ Benefits. 

Mr. Yates. There is no relationship between the General Counsel 
and this Office ? 

Mr. Driver. He performs legal duties for the General Counsel; 
however, the management of him is under the Department of Vet- 
erans’ Benefits. He makes court appearances in connection with liti- 
gation, as an adjunct to the General Counsel. 

Mr. Yares. Supposing the litigation goes up on appeal, as some 
of it does, I assume, does the General Counsel’s Office come into the 
picture at all, or js it all conducted by the Chief Attorney ? 

Mr. Brrpsaty. May I present the picture here? 

Mr. Yates. Yes. 

Mr. Brrosatz. Any litigation, other than routine guardianship ap- 
pearances before the courts in the settlement of accounts, and the same 
applies to reviews, standardization of legal opinions; the Chief At- 
torney. We get those for review. 

Mr. YAres. Why do you need eight additional employees in the 
Office of Chief Attorney ? 


WORKLOAD DATA 


Mr. Yares. If it goes up slightly, why do you need eight more 
people? 

Mr. Mons. That is the number we estimate will be required to handle 
the increase in the workload. 

Mr. Driver. The number of wards, for example? 

Mr. Yates. Give us the figures on that. What is the increase in 
the workload? What is the workload now, and what do you anticipate 
it will be? 

Mr. Monk. On page 10-32: “Summary of major workleads” in 1956, 
or rather, 1957, we had 357,861 wards. In 1958 that increased to 
370,000 and in 1959 it is estimated to increase to 380,000. 

Mr. Yates. An increase of 10,000 wards? 

Mr. Monk. Yes, sir. We had 294,150 accounts audited in 1957. 
We estimate 300,000 in 1958 and 304,700 in 1959. 

Field examinations, for 1957 we had 152.208; for 1958 we had 
154,000, and for 1959 we estimate 155,000. 

Mr. Yates. Mr. Reporter, will you insert the tables on pages 10-31 
and 10-32 in the pasted 


Mr. Monx. The workload has gone up slightly. | 
(The tables are as follows :) 
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DEPARTMENT OF VETERANS’ BENEFITs, FIELD 
CHIEF ATTORNEY, $10,066,976 


Summary of requirements 


Pee 
Actual, Estimated, Estimated, | Increase (+) 


























fiscal year fiscal year fiscal year | ‘or decrease, 
1957 1958 1959 (—), 1959 
over 1958 
ee - — _ ee re ee ce 
Average employment .____......-......-.2--... 1, 516 1, 514 1, 522 +8 
01 pecenet SORTING. Sik Finn nkkce. pee $8, 307, 314 $8, 354, 036 $8, 398, 396 +$44, 360 
02 ravel; 
Employees travel. _...........---..---- 601, 028 615, 000 630, 000 +15, 000 
Rupees treeml... 2. Jeki 3-1 inde 66, 419 66, 400 CRj408 4. - Fetch ss 
03 Transportation of things: 
Other transportation of things.._...__- 1, 422 1, 330 1, 230 —100 
Shipment of household goods. ........_. 13, 614 12, 550 11, 250 —1, 300 
Parcel-post reimbursement. ____-- Si 4, 473 4, 120 i EL. 
04 Communication services: 
Telephone and telegraph .__..-._.-.-. aus 26, 024 25, 000 24, 500 —500 
Pemalty weil. ..2.6 4.0 414..5305. (4, 131 65, 000 | 65, 000 |_. Aston 
Nonpenalty mail_.__...~-- ttinihlen denn 2, 409 2, 170 TEER chide nenenel> 
05 Rents and utility services: Kental of equip- 
WONG ai seh ack a c.. 230 230 PO 5) sit dee 
06 Printing and reproduction. .-.-_..........-.-}.-._.........- 70, 600 PE ite ecndoane 
07 Other contractual services: 
Federal employees life insurance fund... 26, 246 26, 290 27, 062 +142 
Repair of furniture and equipment___- 26, 860 26, 583 26, 100 —483 
Miscellaneous contractual services by 
individuals and organizations. ._._-. 46, 968 47, 217 46, 900 —317 
08 Supplies and materials: 
Office supplies___.__........ a aad 42, 193 | 40, 370 40, 370 |. ‘ 
Books for legal libraries._..........-.-- 31, 962 | 32, 000 , ee 
Operating and maintenance supplies-___..-.- 752 ere 
09 Equipment: Furniture and fixtures__.___ 82, 223 80, 000 78, 000 —2, 000 
11 Grants, subsidies, and contributions, civil 
service retirement fund-_-......-.........-|---..: as 517, 690 | 541, 242 +23, 552 
13 Refunds, awards, and indemnities..._.___- SA We Fecha cot k Tae ctentee bc ewes Ri Mes cass a 
15 Taxes and assessments__..-......_-- eb 955 832 77 — 56 
Wobdd emt. oo. ve icligdiicacnt ot fea 0,375, 439 | 9,988,678 | 10, 066, 976 +78, 298 
t 








Summary of major workloads 


| Loan guar- 





Fiscal year Total Accounts | Field exam-janty opinions 
wards | audited inations and foreclo- 
sure suits 
ibe isaadits Nae cgnciseresceeahseities eile ainda asia ae 
| 
1950 sch Step knusuche clan dadedairal 283,836 | 205, 131 159, 816 6, 951 
1951 _ e * “i 303, 600 228, 113 148, 270 10, 131 
1952_. L badde sé duboce<thhd 309, 535 | 240, 314 138, 144 14, 355 
1953___.-- oerre-ssenisunehnebes aale pa euis «seeded 316, 240 255, 692 135, 859 20, 812 
1954. Lend ee elo dortetiest eb aie | 326,984 | 262.597] 135, 509 22, 520 
Wes ssasies oe sod tedeusteh ‘ 337, 803 273, 479 144, 245 25, 124 
1956 ee bind obhiedintesnnd bkbe pias nae 346, 237 284, 740 150, 655 25. 939 
Ree LI es Se A en te 357, 861 294, 150 152, 208 29, 783 
De ising cneobeereaeind bated seis aed aece tnt ida 370, 000 300, 000 154, 000 30, 000 
apie lh cashs teres _ soca patches saan 380, 000 304, 700 155, 000 30, 000 








1 Wards reported are the number on the rolls as of last day of the fiscal year. 


Basic functions of Chief Attorney 


1. The administration of the Guardianship Service authorized by section 21 
of the World War Veterans Act, 1924, as amended. (Sec. 21 was repealed by 
Public Law 85-56 and reenacted, in that law as sec. 1502. Public Law 85-86 
is effective Jan. 1, 1958.) 

2. Field examination activity which involves investigations in guardianship 
cases, claims for VA benefits, such as compensation and pension cases, V. R. and 
B. cases, loan-guaranty cases, tort cases, and a variety of other matters. 

38. Rendition of legal advice and assistance to managers of the regional offices 


and centers, district offices, VA hospitals and domiciliaries, and members of 
their staffs. 
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4, Handling of claims under the Federal Tort Claims Act. 

5. Litigation in loan-guaranty and direct-loan cases, V. R. and E. cases, and 
insurance cases. 

6. Assists the United States attorney in civil and criminal litigation in all 
matters in which the VA is involved. 


AUDITING OF WARDS’ ACCOUNTS 


Mr. Jonas. Do you audit all wards’ accounts? 

Mr. Driver. Yes. 

Mr. Jonas. They are audited by the clerks of the courts in the 
respective counties where the guardianship is. 

Mr. Drtver. Where he has a court-appointed guardian, all accounts 
are not audited by the clerk. In many States there is no audit by 
the courts. 

Mr. Jonas. You do not audit the accounts of the court-appointed 
guardian? 

Mr. Yes. Federal and State law requires that a copy of 
the account be furnished the Veterans’ Administration. We appear 
at the time the account is reviewed by the court only when necessary 
to answer questions or present any objections we may have as a party 
in interest. 

Mr. Jonas. You mean you appear when he files an annual report? 

Mr. Driver. Yes, as benallae” 

Mr. Jonas. That involves a tremendous amount of travel for these 
personal appearances by representatives of the VA every year, when 
the guardian files his account; is that not correct? 

Mr. Driver. Yes; it requires him to be there to raise an issue or 
present facts to the court. 

Mr. Yates. Have you ever considered the possibility of employing 
local counsel rather than have these attorneys on the payroll? Would 
it not be cheaper, in handling the ward situations? 

Mr. Driver. Our experience indicates that if we were to hire the 
service out it certainly would not be cheaper, because the people who 
do this work perform other services for us. We would not hire that 
locally. Perhaps Mr. Birdsall would care to speak to this point. 

Mr. Yates. Has that been considered by the VA at all ? 

Mr. Drtver. Yes, sir; and we have hired local attorneys for ex- 
ample, in the loan-guaranty program. We hire them on closings and 
that sort of thing, but our experience is that we cannot hire legal 
services as cheaply as we can provide it ourselves; and on this question 
of auditing the wards’ accounts, to protect the Government’s interests, 
or the beneficiary’s interests, it requires a complete familiarity with 
the laws and regulations governing these things, and it can be an 
extreme burden and also probably very unlikely that you can find a 
local attorney. 

Mr. Yates. Is there a backlog in the work of any of these offices? 

Mr. Monx. No major backlogs. 

Mr. Driver. We have a constant load of field examinations before 
these offices, which they work on, but there is no backlog situation. 

Mr. Yates. The fact that there is no backlog would indicate that 
perhaps there is no need for additional personnel ? 

Mr. Driver. Well, the assumption of the work which goes with 
auditing the accounts and handling the affairs of the increasing num- 
ber of wards, just based on the normal ability of an attorney to func- 
tion, tells us that we need the eight more than we are asking for. 
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Mr. Yates. What salary do such attorneys receive ? 

Mr. Driver. Grades 9 to 12. It varies. 

Mr. Monk. Basically, a GS-9. 

Mr. Driver. That would be $5,400 to $6,250. 

Mr. Jonas. Do you not think you could trust the courts properly 
to audit these accounts filed annually ? 

Mr. Driver. It is not a question of not trusting the courts. The 
usual situation is such that the court does not have the facilities to 
check all accounts and wishes the advice of the Veterans’ Administra- 
tion’s representatives as to whether the account is in order. 

Mr. Jonas. Well, all he does is show that he has so much money 
and how he spends that money. 

Mr. Driver. The question, of course, is the propriety of the ex- 
penditures. 

Mr. Jonas. The clerk of the court doesn’t get this advice from the 
other accounts that he audits; does he? 

Mr. Driver. Well, I think that the situation here is completely un- 
usual. I believe the Government has, shall I call it, an overly protec- 
tive arm around the wards of deceased veterans, as well as living men- 
tally ill veterans, and they have been extremely anxious that they have 
every assistance, to make sure the money is spent for the purposes for 
which it is paid, and to do that we have tried to give it the fullest 
possible protection. 

Mr. Jonas. Have you indicated what that service costs? 

Mr. Driver. Of this particular program ? 

Mr. Jonas. Yes. 

Mr. Driver. Yes, sir. 

Mr. Monk. The total activity, total Chief Attorney activity for the 
year 1959, is $10 million. 

Now, is your question as to the auditing part of that, the lawyers’ 
part of that cost ? 

Mr. Jonas. Yes. 

Mr. Monk. I would say roughly two-thirds of that. 

Mr. Jonas. The guardian is under bond and he is appointed by the 
court ? 

Mr. Yares. Are your employees under bond ? 

Mr. Driver. We are not talking about the guardian, but the child, 
or beneficiary. 

Mr. Jonas. It seems to me that since he is under bond, the bonds- 
man would be responsible if he misuses any funds, and that you would 
not have to appear in court every year to guard or to check his annual 
account. You could satisfy your responsibility to the wards by occa- 
sionally checking the account, to see if there has been any wrong- 
doing. 

Mr. Driver. It seems these accountings in courts are usually ar- 
ranged in advance and there is usually a number of appearances by the 
attorney from the Veterans’ Administration. We do not make court 
appearances for every account. His appearance is usually only when 
the court is looking for assistance and, of course, when there is any 
question, we appear, to take care of and protect the account. There 
is not what you might call a routine check on the court’s work. We 
have had close relationships with all of the courts, and I think that 
you will find that in every instance they are not only satisfied but are 
rather anxious to have us handle the service. 
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Mr. Jonas. We have 100 counties in my State, and that means you 
would have to go sometimes to 100 county seats during the year. 

Mr. Yates. I would say you have guardianships pending in pretty 
nearly all counties. 

Mr. Driver. The attorney sometimes goes there on some other busi- 
ness. It is certainly not just routine to go every time; I mean, as to 
a legal guardian. Of course, most of our cases are not covered by 
egal riardians. For example, when a minor child is a beneficiary, 
we will recognize the mother as the legal custodian who is accountable 
to the Veterans’ Administration only, and we then, of course, perform 


the audit of the account itself, and that is the biggest portion of 
the work in that instance. 


CONTACT WORKLOAD 


Mr. Yares. We will turn now to page 10-40, “Contact. officers.” 
There is a reduction of $524,553. Does that mean the workload has 
been falling off ? 

Mr. Monx. The workload in the contact offices has fallen off slightly. 

Mr. Driver. We have some tables already in the record on that. 


Mr. Yares. Is the table that appears on page 10-40 in the record, 
and also 10-41? 


Mr. Baxer. Yes, sir. 
Mr. Yares. All right; they are already in the record. 


COMPENSATION AND PENSIONS 

Mr. Tuomas. Mr. Reporter, insert page 10-46 in the record at this 
oint. 

(The table referred to is as follows :) 
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DEPARTMENT OF VETERANS’ BENEFITS, FIELD 
COMPENSATION AND PENSION, $24,877,506 


Summary of requirements 





Actual, | Estimated,| Estimated, 
fiseal year | fiscal year | fiscal year | crease 
1957 1 1969 





Awebten GRRgIOMbORE.. . - ois nek eens dc ce 3, 826 
GE Pendant Gir wees. 2 52 a eg ie $21, 919, 528 
02 Travel: 
NOTE BU oicncndsccénnocostinbacdtannsals 108, 000 
Gis. sp cldbinkcencididuncededeicsoendedes 
03 Transportation of ae: 
Other—transportation of things. ...........-._- 1, 860 
Shipment of household goods_.._.........._.... 62, 200 
Parcel post reimbursement____-__- as inden ae 4, 640 
04 Communication services: 
Telephone and telegraph_-.....................- 15, 040 
POE Wi anhsc bts coeds inden baton wae 159, 000 
Nonpenalty mail.._..............-.-.---+.--... 5, 610 
05 Rents and utility services: Rental of equipment- - - 1, 185 
06 Printing and reproduction. -_-_...............-.-...-]-----..-.--. 176, 800 
07 Other contractual services: 
Federal employees life insurance fund__.____-_- 69, 938 
Repair of furniture and equipment._-_...__....- 27, 190 
Miscellaneous contractual services by individ- 
uals and organizations......................- 12, 210 
08 Supplies and materials: 
Oiiiee smppanee—.. S00 oo. tak tS Noe 67,770 
Operating and maintenance supplies_._.....-.- 1, 230 
ee cats te nin cites hac tinaneh aaa eaieiees anieiiiaiiicen 359, 700 
09 Equipment: Furniture and fixtures. .............-- 130, 000 142, 000 
11 Grants, subsidies and contributions. __............-].--------..- 1,344,971 | 1,419, 243 
13 Refunds, awards, and indemnities.__..............| 50, 687 |....._--._-.}--.---------]----- 2+. 
15 Taxes and assessments. - 2... 2s. scc- essen een nceels 3, 358 3, 128 
Rute sites. diss i 1 id HE 22, 885, 056 | 24, 470, 430 | 24, 877, 506 


Mr. Tuomas. This involves your field operations of the compensa- 
tion and pension activity, $24,877,506, which is an increase of $407,076 
above last year, and it shows an increase of 56 employees in 1959 over 
1958, a total of 3,882. If you have 3,882 of them in the field, how 
many do you have in the District? 

a Monk. We have 103 in the central office and 15 in the area 
offices. 

Mr. Tuomas. All right, 118 in and outside the District? 

Mr. Monx. Correct. 

‘ rae Tuomas. How many different installations are there in the 
eld 

Mr. Monk. Sixty-seven regional offices. 

Mr. Driver. They are in three district offices, too. 

Mr. Tuomas. That is a total of 70? 

Mr. Driver. Seventy in the field. 

Mr. Toomas. Why do we have that increase now ? 

Mr. Monx. There is a slight increase in our workload from 1958 to 
1959, but there are about 140 people provided for in this budget for 
replacement training. 

Mr. Tuomas. Which activity are you having the increase in now? 


ES a aS Se Sse eae 
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WORKLOAD DATA 


_ Mr. Monk. The increase is in the pension activity—the basic 
increase. 

Mr. Tuomas. By virtue of what? 

Mr. Monx. The increased number of World War I veterans coming 
on the ion rolls. 

Mr. Tuomas. It is not by virtue of any amount of increase in pen- 
sions from last year? 

Mr. Monk. No, sir. 

Mr. Driver. It is the age of the veteran. 

Mr. Tuomas. It is the age of the veteran that is the cause? 

Mr. Drrver. Yes. 

Mr. Tuomas. Now, what percentage of increase do you have? In 
other words, how do you arrive at this estimate for next year? You 
must have some yardstick to go by? 

Mr. Monk. Yes, sir. 

_ Mr. SeTAEAS. Is it month by month? Do you see it gradually pick- 
ing up? 
r. Monk. It will gradually pick up month by month. 

Mr. TxHomas. What has it done in the last 6 months? On what 
period of time do you base the estimate? 

Mr. Monx. We base the estimate on the full fiscal year. 

Mr. Tuomas. Could you see an increase in December of last year 
over November of last year, and, therefore, it is reasonably certain 
that it is growing in the calendar year 1958, and that you are going to 
have a continued increase; how did you arrive at it? 

Mr. Monk. Yes, sir; there is an increase at this time each month 
over the previous month. 

Mr. Tuomas. What is the number now of new ones coming on the 
rolls on a monthly basis, or on a yearly basis? You have given a 
figure . while ago, of what? World War II, 15 million? Was it 5 
million 

Mr. Driver. World War I, 3 million. 

Mr. Tuomas. I thought it was 5 million. 

Mr. Wuirrter. While they are searching for those figures, may I 
make a statement ? 

Mr. Tuomas. If you will excuse me for just a minute. Down to 3 
million. How many are receiving compensation and pensions? 

Mr. Driver. How many are receiving compensation and pensions? 

Mr. Tuomas. Yes, for World War I. It is increasing? 

Mr. Driver. Pageii—4. There isa breakdown by wars for pensions. 

Mr. Wurrrier. These figures are carefully charted and projected 
by VA statisticians. 

Mr. Drarver. The World War I figure you will notice starts in 1957 
is 569,000. 

Mr. Tuomas. Where is the table? 

Mr. Driver. Page 11-4. 

Mr. Tuomas. All right. The total at the top, 687,930, that is 
estimated. 

Mr. Tuomas. World War I? 

Mr. Driver. No; you are looking at the compensation. The pensions 
start in the middle of the page. 


Mr. Tuomas. Of course, your big field is the compensation rolls, and 
not pensions? 


ee 
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Mr. Driver. The compensation figure is declining slightly and 
the pension figure is continuing to increase each year. The pension 
figure will increase for World War I until 1965. 

Mr. Tuomas, You have an estimate here, of course, of 569,100 in 
1957, 639,700 in 1958 and you project that to 714,200 for 1959. Now 
that is the pension rolls. 

Mr. Drtver. Yes. 

Mr. Tuomas. Compensation is what? 

Mr. Driver. Paid for service-connected disability. 

Mr. Tuomas. I just want to get this on the record ; 221,104 veterans 
are on the compensation rolls for 1957. 1958 is 208,000, and 1959 is 
194,100. 

You have an increase of 75,000 cases and you want 56 people to take 


‘care of them? 


TRAINING PROGRAM 


Mr. Monk, I started to explain that. There are about 140 people 
in this estimate of 3,882, which are in there for training purposes, to 
replace some of the people that we now have employed who are 
reaching an advanced age, and who will be retiring and will be getting 
off the rolls within the next few years, this year, and in the next few 
years. You see, many of the people in this program go back even 
gree to World War II. A lot of them came with us just after 
Vorld War I. 

Mr. Tuomas. Mr. Reporter, insert the table on page 11-4 in the 
record. 

(The table is as follows:) 


ee 
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The actual and estimated average caseloads are listed below in detail by 
activities, for each of the major categories. 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1957 1958 1959 


| | 


2, 462, 869 2, 455, 985 2, 447, 287 
2, 077, 718 2, 067, 355 


| Compensation, total 


Living veterans, total 


























ne 9 Ws hielo ese dddédaesssy 310 255 192 
i chen nnd vane gadebduiatutieuga dine 221, 104 208, 000 194, 100 
ATE Biri nbd didn k ee ands Lis docennch stones Sd 1, 597, 979 1, 581, 000 1, 564, 500 
; ON NIE. hoi. ow 33 seat b dk ete 189, 011 198, 500 204, 300 
j nn cn, nao. ni nen dadam ae éenenamen 69, 314 79, 600 92, 300 
. Ie URIIND, SHBG, «. « < «252 nin sone neds biden scamecce 385, 151 388, 630 391, 895 
Sa fn PS, on Lee Lh See bb ee bide de 1, 104 930 795 
a ae ce 51, 756 49, 800 47, 800 
EE ME Mle doo nscen ce senko cided Meee ae eeee 276, 345 277, 900 279, 500 
I one aditwe bind en aetilinn Pita dwenasams 34, 609 35, 400 36, 100 
PeReseems SOT VIO.... 2... on neces seo se sinned 21, 337 24, 600 27, 700 
Eo nccuacciideednncas<netiadins dntihaccens oh badwiedh 1, 151, 544 1, 248, 254 1, 352, 137 
eisai taalihe nied bom gins oobi bell 687, 930 760, 047 837, 272 
Yellow fever eterna sigs § te cals ‘endo ida 6b 4F-dn 2 2 2 
i at et ag tigre a ein lies. phate IEE ~ 140 120 100 ' 
: Ue ool. 3a ck oS ee ES et ee ee ee ieee el eee os ae 
eS tei ncscailliieiiasibng 52, 773 47, 200 41, 900 
SEP eh Fos 8 558s 8 So ace cen ekis nd eddie sn 569, 100 639, 700 714, 200 
WE OR Thad 2 isis is sett neste chdne~bepbnid 62, 884 68, 700 75, 000 
EE Gathhssenenenanss0snkngtne pasate Rebesalaee 2, 716 4,040 5, 800 
IIE is cicnn book. dS Dbcb a euddeeetd 315 285 270 
Deceased veterans, total. .---_........----..---.-------.-. 463, 614 488, 207 514, 865 
I IN coed pil conn o cies tins <enarigh- <noeicsampttagh ain aac 9 7 5 
Tees WOES. es we ee 1, 165 1,115 1, 085 
oo 6! Sa ‘ 5, 502 5, 200 4, 800 
Spanish-American War. ---_-- : 84, 683 81, 200 80, 500 
SN Bs itis ene ae cmos aa 336, 299 358, 400 379, 900 
SN as on cients sgn cie dc 35, 077 41, 000 46, 800 
I, 6 db alantcta~ cuadnbatts Adtedscdekbenenaen 787 1, 200 1, 700 
I NR isi dienes agidingansknatieuneneell 92 85 75 
Other: 
Emergency officers disability retirement (World War 1) -- 1, 664 1, 600 1, 550 
Adjusted service and dependents pay... -...........-...---- (4) (') (?) 
Subsistence allowance for disabled veteran trainees. __..-_- 16, 635 15, 200 13, 800 
Eee Dees Gliowanees *. .... 2. 3... 5255255 2255.5 esn-- 122, 500 132, 600 140, 700 





1 Less than 50. 
2 Figures shown represent estimated fiscal year totals, not averages. 


Mr. Tuomas. How many did you say you are going to hire for 
training ? 

Mr. Monk. One hundred and forty. 

Mr. Tuomas. How long are you going to train them ! 

Mr. Monx. Three to six months. 

Mr. TxHomas. You break it down to an increase of 56 man-years. 

Mr. Monx. This would really be a decrease in handling the current 
workload, you see. If it were not for the 140 trainees, we would have a 
slight decrease in our overall employment. 

Mr. Toomas. Of 94 people? 

Mr. Mons. That is right, sir. 

Mr. Tuomas. Where are your aged people? Where are you going 
to get these ee! eople to train? 

r. Driver. We are bringing them in usually at grade 7, and we try 
to get law students out of law school, bring them in at the basic adju- 
dicator grade, and train them for 6 months. 
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Mr. Tuomas. These are young people you are bringing in? 

Mr. Driver. Yes, sir. They gradually replace the others and move 
up the line into rating board positions. 

' Mr. Tuomas. Is this work of a highly skilled type? 

Mr. Drtver. Well, it requires familiarity with a terribly large num- 
ber of laws, as you know. It is one of the highest types of professional 
work performed in the compensation and pension program. 

Mr. Tuomas. Well, I do not have the knowledge of the laws, but I 
guess you have to pass on a lot of laws when a man is really disabled. 


RATING BOARDS 


Mr. Driver. There are three men on the rating boards. There are 
about 230 boards in the field stations. The rating board is composed 
of a doctor and a lawyer and an occupational member. Each one 
brings his own particular skill to bear on the case, and the question of 
medical information is, of course, determined by the doctor. 

Mr. Tuomas. Are the doctor, the lawyer, and the occupational mem- 
bers full-time employees ? 

Mr. Driver. Yes, sir. 

Mr, Tuomas. In that particular regional office? 

Mr. Driver. That is right; full time. 

Mr. Tuomas. Does it take a majority or a unanimity for a favorable 
decision ¢ 

Mr. Driver. Two members will carry a ease, 2 out of 3. 

Mr. Tuomas. What do you pay these people?, What is their civil- 
service scale ? 

Mr. Driver. The doctor gets the top of a grade 12 and the other 2 
members are in a straight grade 12, start at $7,500 and go up to 
$8,687. Because of the scarcity of physiciine, we have found it neces- 
sary, in order to recruit, to pay the top of the grade to the doctor, 

Mr. Tuomas. The turnover on these rating boards is very slow? 

Mr. Driver. It has been, over the years, extremely slow, and the 
average age now is around 60 and we are beginning to lose them in 
large numbers, for the first time. 

Mr. Tuomas. How many rating boards are there ? 

Mr. Driver. Approximately 230. 

Mr. THomas. rat is more than your offices. You must have 2 or.3 
boards in 1 office ? 

Mr. Driver. They range from 1 board to 13. There are 13 boards in 
Los Angeles and New York, and it goes down the scale, 

Mr. THomas. You do have a tremendous office in New York, do 
you not ? 

Mr. Driver. Yes,sir. It is one of our largest offices. 

Mr. Thomas. What are you going to do with your Brooklyn office? 

Mr. Driver. That is a good question. I do not know. We tried 
several times to do something with it.. It has a large workload, of 
course, and there is a great bit of hometown feeling. 

Mr. Wuirtier. It is just like moving the ball club from Brodktyn 
to California. You get about the same reaction there. 


EXCESS. OFFICE SPACE 


Mr. Tuomas. They have a tremendous amomnt of space in their 
building. 
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Mr. Driver. That is right. 

Mr. Tuomas. What are you paying for that space ? 

Mr. Driver. I do not know the GSA rent. 

Mr. Tuomas. The New York office, up until last year, was throwin 
away $100,000 a year on rent, too: They did not have a living sou 
for a whole floor, or a floor and a half, and they were paying $2 or $3 
a year a square foot. 

Mr. Driver. That was returned to the GSA, reallocated to other 
agencies. 

Mr. Tuomas. After about a year and a half. 

While we are on the subject we might as well go into it a little 
bit further. 

Mr. Stone, is this your activity now, the rental of all these buildings / 

Mr. Stone. No. 

Mr. Tuomas. Who handles the rental of space with the Veterans’ 
Administration ? 

Mr. Wurrrier. Well, it is handled in each individual! department. 
The overall space man is Mr. Novotny’s man. 

Mr. Tuomas. The VA is just about as big an offender in the wastin 
of space as there is in this Government. I have not been in any o 
your offices where you have not less than 20 to 30 percent more space 
than you need. I can show them to you any day in the week. Maybe 
it is not all your fault. 

Mr. Driver. There is a great deal of that, Mr. Thomas, where I think 
it should be indicated that if we do not need it, GSA finds it difficult 
to reallocate it to someone else. We do insist that the VA make known 
any unused space as soon as it comes up; in fact, before it comes up, 
so it can be worked out to somebody else’s advantage. 

Mr. Tuomas. It is pretty hard to handle. A person is not going 
to turn back any extra space until it is absolutely evident to him that 
he is not going to need it 2 months or 2 years from now. 

Mr. Srone. I think what you are talking about is a situation that 
existed a couple of years ago when we did hold space in New York 
with the full intention of moving the Brooklyn office into the New 
York office. We did that in about 10 other spots, too, at the sugges- 
tion of GSA and other organizations. Then we were'not able to con- ) 
solidate the offices, and we did have several of the offices where we had 
extra space, for a period of about a year and a half. There is no 
question about that. ) 

Mr. Tuomas. Not at the GSA’s instigation ? 

Mr. Stone. No. At our instigation. 

Mr. Tuomas. GSA said they tried to get you out of there for a year 
and a half. Well, it looks as if the problem we are dealing with is 
really not as simple as it seemed at first glance. 

Now, what about your travel in the field ? : 


eT A ER TT 


TRAVEL OF CLAIMS PERSONNEL 


Mr. Monx. Compensation and pension travel ? 

Mr. Tuomas. Yes. 

Mr. Monx. That travel is largely due to the people that we have 
been detailing to the central office from the field to review administra- 
tively the proposed severances actions. Other than that there is little 
traveling in compensation and pension activities. 
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Mr. Tuomas. How much was committed for the first 6 months of 
this year ? 

Mr. Monk. $48,939. 

Mr. Toomas. About 40 percent of the total ? 

Mr. Monk. Well, a little more than that. 

Mr. Tuomas. You bring them from the field into the central office— 
for what purpose ? 

Mr, Driver. We started a review of cases of compensation and 
pension under age 55 in December of 1954, Mr. Thomas, the purpose 
being to see whether the original adjudication was proper, and, as a 
rant of that review, we have come upon some cases where service 
connection never should have been granted in the first place. That, 
of course, is the minimum number of corrections we have made, but 
because of the seriousness of the action, and to insure uniformity just 
as far as we could go, we set up a group in Washington, about a dozen 
men, to whom any proposal to sever service connection by the regional 
offces was forwarded for review before the final action was taken. 

Mr. Tuomas. Where did you get the personnel ? 

Mr. Driver. Those people were the best: rating people we had avail- 
able in all of our offices. We reviewed the records of all rating board 
members and brought the best we could get, who would come to 
Washington here for that pu ‘ 

Mr. THomas. You revised those cases before locally ? 

Mr. Driver. We reviewed them at the time the local board decides 
its action. However, before that board notifies the veteran of intent, 
we review them in central office so that we do not get the veteran 
unnecessarily disturbed if, in our review here of the case, we do not 
agree with the local office. After the veteran is finally notified, he 
may then appeal. 

Mr. Tuomas. How many ple are traveling, in this regard? 

Mr. Mons. We had 14 on duty as of February 1. 

Mr. Tuomas. I thought this money was spent by the people in the 
field coming to central office and going back sea 

Mr. Monk. That is right. 

Mr. Driver. And the per diem allowance is applicable while here. 

Mr. Monx. These people are still carried on the field rolls, although 
detailed in here to work. 

Mr. THomas. How many of them are there? Just 14 would not 
spend $180,000 for travel? 

Mr. Monk. Well, there are 21 that are supposed to be engaged in 
the reviewing work. 

Mr. Driver. What we have done, Mr. Thomas, is to bring indi- 
viduals in for 6 months at a time. We do not believe it is proper to 
transfer them here for just a short detail. 

Mr. Tuomas. You bring in some of your top people from the field 
to sit here and review records. They do not cross-examine witnesses 
in the field, or anything like that? 

Mr. Driver. No, sir; reviewing the claims file itself, and then we 
permit them to go back and then replace them with other men. 

Mr. Tuomas. That is 21 people on an annual basis. This only 
supports what, travel or per iem also? 

Mr. Monx. Travel and per diem; yes, sir. 
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CLAIMS WORKLOADS 


Mr. Tuomas. This is what we want. You will find “Summary of 
major workloads” on page 10-47, and underneath that you have 
“Rating actions disability”. 

Mr. Reporter, insert the table on page 10-47 in the record. 

(The table is as follows: ) 


Summary of major workloads 


Actual, ly Estimated, | Estimated, 

eye ‘ fiseal year fiscal year fiscal year 
1957 c 1958 1959 

—————— eee eee bases 
Rating sections (disability). .--. 220. eect te 1, 087, 322 a 1, 020, 000 | 1, 085, 000 
Authorization actions (disability). $6 40~- etek 742, 439 | 730, 000 735, 000 
SE NS 8 on ctor senna docindaeeeueraamy 94, 785 90, 000 92, 000 
Anthorization actions (death) -. BE SL Sh COE 2 | 673, 134 | 541, 000 545, 000 


The compensation and pension activity is responsible for the administration 
and adjudication of disability compensation and pension benefits payable to liv- 
ing veterans, and the compensation, dependency and indemnity compensation, 
pension, burial, and insurance benefits payable to dependents. and beneficiaries 
of deceased veterans. 

A total average employment of 3,882 is required to perform the functions 
of this activity, which is operated through the adjudication divisions in regional 
offices, the claims services at VA centers in Denver, Colo., and St. Paul, Minn., 
the ‘district office in’ Philadelphia, Pa., and the Veterans’ Benefits Office in 
Washington, D. C 

Distribution of employment 


Actual, _ | Estimated, | Estimated, 








fiscal year fiscal year | fiscal year 
| 1957 1958 1959 
Office of Adjudication Officer (or Director, Claims Service) - - _| 456 | 456 456 
Authorization. _..........-- ode FE be kR ie eed dada ---} 1, 475 1, 495 | 1, 515 
OPE DOGREB 5 0-5 - oe he 0 ah gn onene--<nonng-tseers-- <2 761 | 770 | 799 
Rhett. 2 ek Sa thte oclovedasacsest 295 | 295 295 
Stenographic_._.......-- po an ogiipadh = Od de tied nryidnateia: aiaane 807 | 810 817 


OE cart pee Sigs cee chee Bede 8 704 | 8, 826 | 9, 882 





The increases in average employment shown above are required to maintain 
currency in the processing of current and expected workloads. The probiem 
of recruitment and training of replacements for the large number of retirements 
expected due to the advanced age of key personnel presently on duty in addition 
to. the normal turnover due to resignations, transfers, and deaths, requires that 
in intensive formalized adjudication training program be put into effect. The 
Department of Veterans’ Benefits has developed training guides and other in- 
structional materials for use in field stations to facilitate training and retrain- 
ing of adjudication personnel. It is estimated that the large turnover of per- 
sonnel will result in a temporary. decrease in productivity during the training 
period. 


Mr. Tuomas. On your rating actions, you go up to 1,085,000 for 
fiscal year 1959 as against 1,020,000 for fiscal 1958. 

Mr: Driver. This covers all work, new cases received. 

Mr. Tuomas. Your rating actions for 1957 was, in your death 
cases, 94,785 against 90,000 in 1958. It fell off 4,000 approximately i in 
1958. The estimate for 1959 is 92,000. Now, how many have you 
granted? One-half of them? ‘Two-thirds of them? 80 percent ? 

Mr. Driver. We are granting, at the present rate, about 40 percent 
of all claims. That is, on original adjudication. 


a 
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Mr. Jonas. About 40 percent of all claims? 

Mr. Driver. Yes, sir. 

Mr. Jonas. Do you ever review those cases? You do, I understand. 

Mr. Driver. We are conducting a one-time review at the present 
time, which has been in effect since December of 1954, of all cases 
under age 55. Those were, for the most part, those that were adjudi- 
cated in 1944, 1945, 1946, and 1947, right after the war, when the big 
load was on us. 

REDUCTION IN PENSION ROLLS 


Mr. Jonas. How many pensions have you revoked this last year? 

Mr. Driver. We do that each year, and on that réview, we sent a 
request to the pensioner. This is distinguished from those on 
compensation. 

Mr. Jonas. I am speaking only of pensions. 

Mr. Driver. We have on the rolls about three-quarters of a million, 
and we find that we normally cut off the rolls, in February or March, 
as a result of the questionnaire, about 12,000 or 15,000 and we replace 
about two-thirds of those who come in later, when explaining their 
income. So we are cutting off about 5,000 a year, 4,000 to 5,000 a year, 
through that method alone. 

That is purely on the basis of the review of their income status, as 
required by law, each year. We are doing our best on this. We are 
depending on the veteran to furnish his income. We do not challenge 
unless there is something in the record that makes it look fishy, but as 
a normal rule, we aecept his statement. 

We do have people who will write and talk about their next door 
neighbor making $6,000 a year and drawing a pension. We will look 
into something like that. 

Mr. Jonas. Do you consider the social security payments against 
this type of pension ? 

Mr. Driver. After he receives his contributions. 

Mr. Jonas. Why is that? 

Mr. Driver. Well, you are working, and you pay into social security 
somuch money. 

Mr. Jonas. You mean after he starts drawing social security 
benefits ¢ 

Mr. Driver. After he recoups the amounts paid into the fund during 
the working years, then you count what he receives. 

Mr. Jonas. You do not count. his social security income until he 
recovers everything he has paid in ? 

Mr. Driver. That is right, sir. 

Mr. Jonas. That would not take too long. 

Mr. Driver. Two or three years, at the present time. It will stretch 
out further after you get more people who paid in for their entire 
working life. 

RATING ACTIONS (DISABILITY) 


Mr. THomas. Now, under your “Rating actions (disability) ,” that 
is your big workload, you have’ 1,020,000 for 1958 which increases to 
1,085,000 for 1959. 

Ween you say “rating actions,” these are your first impression 
cases ! 


21543—58—pt. 1——-46 
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Mr. Driver. They are new cases, and also cases that are reviewed. 
They could be cases where the man goes in the hospital and says, “I 
want an increase because I am worse off,” and it goes back to the Board 
for further consideration. 

Mr. Tuomas. Now, ara we still dealing with pensions? 

Mr. Driver. Compensations; disability compensations and pensions. 

Mr. Tuomas. No, but this is pensions we are dealing with now? 

Mr. Driver. When you are talking about rating actions#. 

Mr. Tuomas. Yes. 

Mr. Driver. That includes compensation as well. 

Mr. Tuomas. It includes both of them together ? 

Mr. Driver. Yes, sir. 

Mr. Tuomas. How many people do you have on the rolls altogether ? 
Is that already in the record ? 

Mr. Driver. Yes, sir. 

Mr. Tuomas. That is already in the record on pensions. How 
many do you have in compensation ? 

Mr. Drrver. The total number of those receiving compensation is 
2,462,869. For the pensions, the total is 1,151,534, ving or dead, all 
wars. 

Mr. Tuomas. What is the total? 

Mr. Driver. 3,600,000. 

Mr. TxHomas. 3,600,000. Now, you have 1 million actions here. 
What part of these are new ones? I mean, are these the first impres- 
sions? 


Mr. Driver. Sir, I believe we will have to furnish that information ; 
I do not know. 


Mr. Tuomas. If it is this figure here, that makes Dr. Middleton’s 
hospitals fill up. 

Mr. Driver. This figure? 

Mr. THomas. Yes. 

; a Drtver. No, not necessarily. It is part of this figure [indicat- 
ing]. 

Mr. THomas. What part of this 1 million figure have been trying 
to get pensions year after year and are turned down and go back to the 
hospital for 30 days for another examination and then try to get the 
pension again ? 

Mr. Driver. I have no idea. 

Mr. Tuomas. This is non-service-connected. most of it. This is 
what fills up your hospitals, mostly, people looking for that pension ? 

Mr. Driver. No. This is not necessarily all non-service-connected. 

Mr. THomas. Not necessarily—but what part is? What is the aver- 
age ratio? Can you tell me out of this 1,100,000 cases, how many are 
brandnew first-impression cases, the first time they applied ? 

Mr. Driver. Yes, sir; I can give you the figures here. 

We have, as of September 1957, for example—these are disability 
cases—122,064 cases received in the Rating Board. Out of that we had 
76,000 rating actions, of which 14,000 were initial ratings, 5,000 were 
decreased on old ratings; 11,000 were increased on old ratings; and 
39.800 were confirmed on on old ratings; so that out of the 122,000 a 
little better than 10 percent were original rating actions. 

Mr. Tuomas. What about the total 1 million cases? 

Mr. Drtver. I believe that same general trend would hold true here. 

Mr. Tuomas. About. 10 percent? 
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Mr. Driver. Yes; of total cases going to Rating Boards in 1958. 

Mr. Tuomas. All right; that is a good indication. You certainly 
keep a fine set of books. Out of your 1 million uray fe, aug vps 
10 percent were people who filed for the first time; the other 90 per- 
cent were old customers. 


ANTICIPATED INCREASE IN PENSION ROLL 


Mr. Driver. Now, in the pension field—this is the one that is going 
to increase for your World War veterans. 

Mr. Tuomas. Is this a fairly good statement: That the whole field 
of compensation and pension affects your workload in the field to 
the extent of about 10 percent of new business ? 

Mr. Driver. No. Mr. Thomas, if I could go on for just a minute, 
I can explain. 

The pension load is the one that is going to increase. The others 
are going to go down. We are not going to get a large number of 
new disability cases in the future, but through 1965, pensions will 
increase and we will get a very large number of new pension applica- 
tions, those that we have not considered before. 

Mr. Tuomas. Wait a minute. Where is that table we had before? 

Mr. Baxer. Page 11-4. 

Mr. Tuomas. For pensions, it is 1,151,000 in 1957, and goes to 
1,248,000 in 1958 and 1,357,000 in 1959. Your compensation is what, 
2,462,000 in 1957, and in 1958 2,455,000. Your compensation roll is 
going down and your pensions are going up. What figures did you 
use for 1965? 

Mr. Driver. In 1965 we estimate that the pension rolls for World 
War I veterans will be 1,400,000. 

Mr. Tuomas. What is it now? 

Mr. Driver. For World War I? 

Mr. THomas. Yes. 

Mr. Driver. It is estimated for 1959 at 714,000. 

Mr. Tuomas. And 1958 it is 639,700, and that is going up to 
1,400,000? 

Mr. Driver. That is an estimate—by 1965. Today, out of the 
2,900,000, or roughly 3 million World War I veterans living, 63.3 is 
the average age; 32.2 percent are over 65. By 1960 the average a 
will be 66 and 61.9 percent will be over 65. In other words, we will 
be double the number over 65 by 1960. In 1965, 99.4 percent of all 
World War I living veterans will be over 65. At the age 65 we have 
the minimum eligibility requirements for pensions, a 10 percent dis- 
ability resulting in unemployablity is sufficient to qualify. 

Mr. Tuomas. Then 10 percent of the people who just filed for 
the first time will increase or decrease ? 

Mr. Driver. Tremendously increase. 

Mr. Wurrrter. The line on the chart will go up exactly like that 
[indicating] and this is the point to which I believe the Bradley 
commission and others have devoted so much attention. 

Mr. Driver. Yes; and they point with concern at the prospect of a 
general pension such as the Spanish War veteran is getting. After 
1965, the number will go down. 

Mr. Tuomas. I don’t believe you will get any argument out of 
any of your actuaries on your figures, because everybody realizes 
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this curve is on the upgrade and will continue. The average age now 
is what, 63.3 ? 
Mr. Driver. Yes, 63.3. 


RATING ACTIONS (DISABILITY) 


Mr. Tuomas. I was just wondering, getting back to that original 
figure of 1,085,000, if that figure of 10 percent of new business is 
going to hold true? 

Mr. Driver. It will go up considerably, I believe, although I do not 
have any idea of what it will amount to, because of the fact that older 
veterans will be eligible for pension. 

Mr. Tuomas. Well, it is a better estimate to say it will go down, 
because, as they get older they will continue to be filing and certainly 
when they get to 65 then it is a matter of law. Now it is a matter of 
somebody’s judicial interpretation. Isn’t that a fair statement? 

Mr. Driver. I could not agree with the idea that we would have 
received applications from most of the veterans in the World War I 
category, who have not turned 65 yet. I believe that most of those 
would come in with new applications. 

Mr. Tuomas. Well, as the matter stands, if your statement is cor- 
rect, that out of your applications handled this year for compensation 
and pension of over a million—10 percent of them were made up 
of people who filed for the first time; the other 90 percent have been 
filed 1 or 2 or maybe 3 times. 

Mr. Driver. Yes, sir. Of course, you have the factor influencing 
that, that the World War I veteran hasn’t reached 65, when-he would 
be eligible. 

Mr. Tuomas. Yes; however, he is eligible at 60. 

Mr. Driver. But he has to have more disability. 

Mr. Tuomas. Yes. If aman is able to work and does not have a job 
and he is 60 years of age, he thinks he is pretty sick. 

Mr. Drtyer. That is true. In this figure also, Mr. Thomas, are the 
cases that we bring before the Board as a result of review of compensa- 
tion and pension that is going on throughout the field today, so that 
the number of cases on which rating action is indicated in that million- 
plus figure is not because of the voluntary action of the veteran so much 
as it is because of the voluntary action of the VA in calling the case 
before the Board for review. I think if you take those two factors and 
put them together, and bring yourself to 1960 and beyond, you will find 
for a while, at least, there would be a much higher percentage of new 
applications before the Board than there is at the present time. 


VOCATIONAL REHABILITATION AND EDUCATION 


Mr. Tuomas. Let us go over to page 10-54, “Vocational rehabilita- 
tion and education.” 

Mr. Reporter, put that page in the record. 

(The table is.as follows :) 
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DEPARTMENT OF VETERANS BENEFITS, FIELD 
VOCATIONAL REHABILITATION AND EDUCATION, $23,289,534 


Summary of requirements 


fiscal year year year | crease (—), 
1957 1958 1959 
AVOTAGS CUATRO FMMIME.. . .- ono iow nnncenncnsesepegecs 2, 802 2, 460 2, 200 
————SSSSSSS==_{_ _-———SS=VUP=_ 
OR; Pamporial SeG CIE 2 si so dn nese agh acim sipeinseehined $14, 946, 208 |$13, 376, 944 |$11, 963, 600 
02 Travel: 
Employee travel. os ~~ -<2.-522i555542-0-5e--, 694, 172 600, 000 550, 000 
DREN CN ns: tnisentanssdnnndanaidemesnmiie 30, 967 30, 500 25, 500 
BDemGeary teHVl Nn. 5. de case cicw ne 2252s cte 251, 014 238, 000 211, 000 
03 Tee of things: 
her—Transportation of things---.........__. 624 540 500 
caleanens of household goods-_....-............. 13, 835 12, 180 10, 720 
Parcel post reimbursement... ...............-- 8, 253 7, 230 7, 230 
04 Communication services: 
Telephone and telegraph....................--. 41, 341 38, 530 37, 800 
PONY Tn enn cos 3 sa tee te oneo weed 118, 326 96, 100 96, 100 
‘ INO Cini kn taba Scsecmimedinees 4, 444 3, 500 3, 500 
05 Rents aa utility services: Rental of real property __ 213 200 200 
06 Printing and reproduction __...._-.......-.......--}-2..2..-...- 118, 100 90, 000 
07 Other contractual services: 
Federal employees’ life insurance fund __.____-- 48, 246 42, 721 38, 206 
Repair of furniture and equipment.-_-_._._..._.. 12, 674 11, 900 11, 500 
ERG WE oon. d on senentsinntbbeleen cena 85, 858 63, 688 54, 680 
Counseling fee basis..............-.....-.-..-.- 1, 047, 914 990, 000 891, 000 
Education and training reporting allowance__._| 7,117,681 | 6,854,400 | 5, 940, 480 
Miscellaneous contract service by individuals 
and o POND. caine swecwidnbaatbeticus 33, 400 38, 150 38, 000 


08 Supplies es materials: 
Ce Cain toca dtuvichtee ab Sbtaoaneetoae 

Seen and maintenance supplies 

09 Equipment: Furniture and fixtures__.........._... 
11 Grants, subsidies, and contributions: 
Grants to States scp oncincieepett iin an tieddpipalapinnatineiaiies 

Civil service retirement fund........_--...-----|_..-.._-.__. 

13 Refunds, awards, and indemnities- -_ _.._- 
15 Taxes and assessments 


Total cost 








Mr. Tuomas. This page deals with the Department of Veterans’ 
Benefits, Vocational Rehabilitation and Education, $23,289,534. 


Average employment goes from 2,460 in 1958 to 2,200 in 1959, a 
decrease of 260 employees. 


TRAVEL COSTS 


Your travel has dropped $50,000. That still gives you a bill of 
$550,000 for 1959. That is your employee travel. 

Local travel is $25,500 for 1959. That is also employee travel; is it 
not $ 

Mr. Monk. Yes, sir. 

Mr. Tuomas. Beneficiary travel is $211,000, which is down $27,000 ; 
and you have a total travel bill here of about $800, 000 ; isn’t that right? 
Two-thirds of it is employee travel. Why do they have to travel more 
than the tenieiciassent: It ought to be the other way around. 

Mr. Monx. Well, the only iiaes travel that is paid by the Vet- 
erans > Administration, i is for our disabled veterans coming in for coun- 
seling, and for disabled veterans going outside the area to a training 
institution and coming back. 


Mr. Tuomas. I thought you paid the disabled veterans’ fare to and 
from school ? 
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Mr. Monx. No, sir; not unless we send them out of the area. 

Mr. Tuomas. What do you mean “send them out of the area”? That 
is a matter of their own free choice, the matter of where to go to school ; 
isn’t that right ? 

Mr. Monx. Not necessarily. 

Mr. Tsomas. Do you choose a place for them to go to school? 

Mr. Monx. Basically, no. No, we do not choose; but if we have a 
disabled veteran with an objective that the training situation cannot 
be found for it in the local area, then we do. 

Mr. Tuomas. Well, is there any difference as to the matter of choice 
between the disabled veteran and the one who is not disabled, as to 
where they should gotoschool? Itisa matter of free choice; is it not? 

Mr. Monx. That is basically true. 

Mr. Tuomas. If the disabled veteran wants to go out of the area, 
do you not pay his travel expense to and from ? 

Mr. Monk. No. 

Mr. Stonz. Only where they are very badly disabled and cannot get 
the training without it. 

Mr. Driver. And we usually encourage them to go outside. 

Mr. Stone. We encourage them to go outside, where they can get 
the proper training. 

OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. What about the item of “Communication services,” 
the item under there of telephone and telegraph, $38,530 for 1958, 
and $37,800 for 1959; and for penalty mail, $96,100, which remains 
the same; then further down “Other contractual services,” under that 
you have Federal employees life insurance fund, and that is some- 
thing you cannot handle. 

Repair of furniture and equipment, you have $11,500; then you have 
under the item of “Handling charges,” $63,688 for 1958. 

Mr. Monk. That is the 10 percent we pay to the colleges and uni- 
versities for issuing books. 


COUNSELING FEE BASIS 


Mr. Tuomas. Then you have the item of “Counseling fee basis,” 
$891,000 for 1959 as against $990,000 for 1958. Are these cases han- 
dled by outside people ? 

Mr. Monk. Yes. 

Mr. Tuomas. What is the fee? 

Mr. Monk. In the average, $33 per case. 

Mr. Tuomas. How many sittings or conferences do they have? 

Mr. Monk. Oridinarily, one. It takes about a day ordinarily. 

Mr. Tuomas. Do you find this is more economical than to pay these 
fees out to someone outside? 

Mr. Mon. We have figured the cost on it from time to time, and 
we find it is about 50-50. It costs about the same whether we do it 
or whether we hire it to be done. 

Mr. Tuomas. Mr. Jonas raised that question in the legal field staff 
and you decided that it was much more economical to have your own 
lawyers do it, rather than to have the court appoint one and carry 
him on a fee basis? 
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Mr. Driver. Yes. This isa one-shot thing. The legal work holds 
over. It is a question of a continuing nature, familiarity with con- 
tinuing regulations. 

Mr. THomas. You mean you talk with these chaps just one time and 
then you are through? It was my understanding they usually come 
back a half a dozen times and it was a continuous treatment or 
counseling them until they got well on their feet again. 

Mr. Driver. When it is referred to a counseling center, and they 
get them, say at a university, the usual situation is one where the bene- 
ficiary comes in on an appointment basis, has a one-shot dealing with 
the counselor, and that is all that there is to it. 

Mr. Tomas. Where is this money spent ? 

Mr. Monn. Which is that? 

Mr. Driver. The counseling fee basis ? 

Mr. Tuomas. Yes. 

Mr. Monx. Most of those centers are in universities. 

Mr. Tuomas. How many of them are there? 

Mr. Monk. We have at the present time 41. 

Mr. Tuomas. Now this item of “Education and traiming reporting” 
allowance is a big item, $5,940,480; is that correct ? 

Mr. Monx. That is correct. That is the dollar a month allowance. 

Mr. Tuomas. Has it fallen off by virtue of the fact that your num- 
ber of students has fallen off ? 

Mr. Monk. That is correct. 

- Mr. THomas. You have reached the crest now, and you are going 
downhill? 

Mr. Monx. You have reached the crest on Public Law 550, as of 
fiseal 1957, and we are going down. 

Mr. Tuomas. When will the program be wound up? When will all 
entitlements be over with ? 

Mr. Monx. 1965 for the Korean veterans. The war orphans en- 
titlement is an open date. 

Mr. Tuomas. The cutoff date has already been established for 
Korean veterans ? 

Mr. Monk. That is right—1965. 

Mr. Tuomas. Those who entered the service after what date are 
entitled to nothing? 

Mr. Driver. February 1, 1955. 

Mr. Txomas. Those who entered the service before February 1, 
1955, are entitled to this training, but must take it and wind it up 
before what date? 

Mr. Monk. They must enter within 3 years after discharge, and 
must have completed the course by July 1965. 

Mr. Tuomas. That is still 7 years off, is it not ? 

Mr. Monk. Yes; but the big bulk of this will be done by 1962. 

Mr. Tuomas. You show a decrease in your “Personal services,” of 
$1,413,000 and for “Other objects” about $1,200,000. Are you oper- 
ating under two separate laws? 

Mr. Monk. We are actually operating under 5 basic laws, old Public 
Law 346, which was for World War II nondisabled, Public Law 16, 
which was the World War II disabled veterans’ law, Public Law 550, 
which is the nondisabled Korean veteran law, Public Law 894, which 
is the continuation of Public Law 16 for Korean veterans and Public 
Law 634 for war orphans. 
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Mr. Tuomas. 346 and 16, and they have been replaced by 550, and 
what is the other one? 

Mr. Monk. 894, and then Public Law 634, which is war orphans. 

Mr. Tuomas. War orphans, and that is an open date, is it not? 

Mr. Mon. Yes. 


SUMMARY OF MAJOR WORKLOADS 


Mr. Tuomas. Now the table on page 10-55 gives the enrollments 
under each public law. 

Mr. Monk. That is the summary; yes. 

Mr. Tuomas. What is the law on the war orphans? 

Mr. Monk. Public Law 634. 

Mr. Driver. That is in the middle of the page. 

Mr. Tuomas. How many actions do you have now for below col- 
lege? 

Mr. Monk. 4,900 roughly, at the end of 1957 actually in training 
under Public Law 634. 

Mr. THomas. What is the cost ? 

Mr. Monx. $1,320 per year is our average cost figure. It is $110 
a month. 

Mr. Tuomas. That is true for Public Law 550? 

Mr. Monx. That rate varies from $90 to $160, depending upon the 
number of dependents, and the type of training. 

Mr. Tuomas. Public Law 16. That has not been changed very 
much, has it ? 

Mr. Monk. No, sir; there have been no changes in Public Law 16. 

Mr. Tuomas. What are the costs under Public Law 16 per month? 
These are the disabled boys, are they not? Do you remember offhand 
what that is? 

Mr. Monx. I will have it for you in a second. 

Mr. Tuomas. Mr. Reporter, insert the table on page 10-55 in the 
record. That is a good one. 

(The table is as follows:) 
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| Summary of major workloads 


; Actual, 
fiscal year 
1957 


A. Monthly average in training: 
Public Law 550: 














. PT SES ons cadabdualoddanb again 304, 554 
| ee ee 155, 493 
COURTING i orice asc intckicthiwetsewdunacidiaanles 21, 163 
i cedici co dedss cupedieetbhadinebanawane 37, 528 
SOR: CD iii whine SiS da pen Tn ch 55, 748 
Total, Public Law 550.........-.......-......... 574, 486 
Public Law 894: 
: eae, PEE... councoak ocleumtaiiinbaaetiicabeae 6, 147 
DO Citable <apintinnsniiiiiitines watt die gaa 3, 916 
CON Basi none madden deenccreenaaben ieee ced 1, 397 
Fe si cise pba Weesdite batitanigt i olenac, Hee 3, 435 
es ee ee 14, 895 
Public Law 634: 
PR TING ons i. ov ciicicttnde pcsvucacsketecesede 1, 136 
Below college...........-.....--..- ogthiicestuditinden 70 
: Total, Public Law 634........-....._.-.---..-.-- 1, 206 
Public Law 16: ae 
NE ns sik cement sch iain middaibunden 427 
eh REE SS th See ae 913 | 
en 127 
FU TIM oo nas sb esi coktete ue othe Ahdckaa hese 273 
Tee) Fetes Tia 06. 2. 2 A ele 1, 740 
Public Law 346: 
Higher learning - 1, 146 
Below college... 770 
Correspondence . 1, 742 
On farm.._..... 126 
JOD TRING. cnenne ah igh ponscadetieGipensnc ists 68 
Total, Public Law 346...............--.--.--.-.- 8, 852 | 
Pate OR WaiRinin cana ptencensbctienscsencesdiad 596, 179 
B. Cases of counseling disposed of: 
Veterans’ Administration _ . .......~.-.0<-0--0<---<--5s 45, 060 | 
COMP ash p< oon pce ch dekince anh seenelbaccossudase 32, 379 
I osc sbnncnscnneeacidaeeiaieckicue 77, 439 


Estimated, 




















Estimated, 
fiscal year fiscal year 
1958 1959 

297, 500 254, 000 
145, 000 127, 000 
21, 500 19, 000 
33, 000 28, 000 
43, 000 32, 000 
540, 000 460, 000 
5, 300 5, 000 
3, 500 3, 000 
1, 200 1, 000 
3, 000 3, 000 
13, 000 12, 000 
4, 000 6, 000 
500 1, 000 
4, 500 7, 000 
200 100 
700 600 
ET cenainlnaitie besoin 
200 100 
1, 200 800 
400 100 
250 5 
250 100 
Foie idan ke 
BP Bilt Gn coca 
1,000 250 
559, 700 480, 050 
40, 000 , 000 
30, 000 27, 000 
70, 000 63. 000 








Mr. THomas Now, what is the rate under Public Law 16? 
Mr. Monk. The total average annual cost for Public Law 16 train- 


ing is $1,974. 


r. THomas. About 50 percent higher than the Public Law 550 and 


Public Law 894. 


Mr. Monx. Public Law 894 is the same as Public Law 16. 


Mr. Tuomas. Yes. 634 is the war orphans. 
is going to come down pretty rapidly ? 

Mr. Monk. Public Law 550 will come down. 

Mr. THomas. What about Public Law 16? 

Mr. Monk. That will come down. 

Mr. Tuomas. And Public Law 634? 


Do you think that 


Mr. Monx. That will go up probably, for the next 3 or 4 years. 
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Mr. Tuomas. What is your guess on the maximum? 
4,500 now and you estimate 7,000 next year. 
will be when we have the maximum? 

Mr. Monk. It could go to 17,000 to 20,000. 

Off the record. 

(Discussion off the record.) 


LOAN GUARANTY 


Mr. Tuomas. Mr. 
point pages 10-72, 10-73, 10-74, 10-75 and 10-76. 
(The information is as follows:) 
DEPARTMENT OF VETERANS’ BENEFITS; FIELD 
LOAN GUARANTY, $11,033,642 


Summary of requirements 











You have 
What do you think it 


Reporter, will you insert in the record at this 




















Actual Estimated Estimated | Increase (+) 
fiscal year fiscal year fiscal year | decrease (—), 
1957 1958 1959 1959 over 1958 
Average employment. _--_..__....--..-..---.-.- 3, 308 | 2, 350 1, 750 —600 
01 Personal services___- $16, 235,611 | $12, 381, 197 $9,081,486 | —$3, 299, 711 
02 Travel: | 
Employees travel - Wiese 6 Aa ee 568, 109 457, 000 347, 000 —110, 000 
Local travel__ alii ammerdetididliatts: 78, 361 78, 400 71, 400 —7, 000 
03 a of things: | 
Other—Transportation of things _ _- 914 900 800 —100 
Shipment of household goods-_-_-------- 7, 722 7, 740 5, 840 —1, 900 
Parcel post reimbursement. -------..---- 9, 765 9, 760 9, 760 |... istics 
04 Communication services: 
Telephone and telograph----........-..-- 85, 933 85, 030 81, 800 —3, 230 
IN ctiniisedig bilidenrcdonsreereteninren einen 140, 004 114, 400 114, 400 |... ie 
Nonpenalty mail_-_- 5, 258 3, 000 3, 000 
05 Rents and utility services: Rental of equip- 
RT SOT ES ae 169 |- wei ine 
06 Printing and reproduction _ a ee edcadsvinbedties 147, 500 112, 500 —365, 000 
07 Other contractual services: 
Federal employees life insurance 
fund__.._._- ve 52, 250 38, 932 28, 992 —9, 930 
Repair of furniture and ec uipment.. at 25, 670 24, 721 23, 000 —1,721 
Miscellaneous contractual services by 
individuals and organizations --_- ----- 304, 838 405, 279 403, 000 —2, 279 
68 Supplies and materials: | | 
Office supplies _._.- 84, 892 79, 450 74, 900 | —4, 550 
Operating and maintenance supplies _. Ps 5, 674 8, 350 3, 100 —250 
08 Equipment: Furniture and fixtures _- 105, 814 90, 000 7, 000 —3, 000 
11 Grants, subsidies, and contributions: Civil | 
Service retirement fund _- sealeasitea th ata 748, 700 579, 844 — 168, 856 
13 Refunds, awards, and indemnities _.___.__- 30, 858 - nes peek <b. % 
15 Taxes and assessments...............------ __ 7 152 "6, 248 5, 820 —428 
Oi as icccbusieetenscithesedsdoae 17, 748, 994 748,994 | 14, 681. 607 11, 033, 642 —8, 647, 965 
as 
Cumulative program status to September 30, 1957 
1. Principal amount of loans guaranteed or insured... -__- $43, 000, 000, 000 
2. Initial contingent liability of Government on guaranteed or 
Neen eee ee a ietenn aan: 23, 000, 000, 000 
3. Mortgage loan. portfolio on hand___-...__._-__--_-._---.--- 692, 000, 000 
4, Properties with title vested in VA___-_______-__-.-__.-____ 39, 000, 000 


5. Net asset receivables as result of claims paid 


729 


Tasie I.—Summary of major workloads 


















































Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1957 1958 1959 
Appraisal request received (units) ....-...........+--.-..-.-.. 484, 372 150, 000 95, 000 
Guaranteed/insured loan applications received_..............- 408, 802 145, 000 20, 000 
Guaranteed/insured loans closed... ... FEE REL DORIC LIE SY: 441, 350 196, 820 55, 500 
BOUND. «5-245 65 tans Sehhh coh snc n ec aan ene sncobnnsnmes o = 194, = 55, ba 
iss BS San nds ceca dcdncchnasteenna sade andi 5 
III Bi se tik i'n MR Mi initick wah amen shaneigiunnnn 3, 552 1, 500 350 
Direct loan applications received_.........-.........----.--.-.- 28, 642 EE 6. «coceinmail 
Direct loans closed and fully disbursed...._....._.._.......--- 15, 380 25, 000 6, 606 
Average number of loans owned. ...........-.....-.---------- 88, 182 118, 000 133, 000 
Paraplegic grants disbursed. .-___._............-.------------. 444 450 430 
Defaults processed during year (from table IV) -.........-.---- 71, 083 78, 779 78, 130 
Claims processed during year (from table V)-.........-..------ 6, 995 8, 680 8, 705 
Claitasweie. (ivan table FY) iden sce isccas. os. 2622 nec 6, 668 8, 300 8, 325 
Property acquisitions (from table VI)... .....-......--.------ 5, 500 7, 500 7, 580 
Loan acquisitions (from table VI).................--.-----.-.-- 190 190 190 
TABLE II.—Estimate of guaranteed/insured loans outstanding 
Actual Estimated Estimated 
fiscal year fiscal year fiseal year 
1957 1958 1959 
Loans closed guaranteed/insured (cumulative) --............--| 5, 251, 975 5, 448, 795 5, 504, 295 
ame ewendescdensnccesoncrgendsdeoscancenncsscesesresecces | 4, — 5, i 5, > = 
SR ic scctryshes Aili diss inte diiviintpent ehellallicd decndiatdipeevestiimingitiadibesdimida Aiton ted | . 71, 71, 
I Si itinerant el cnnnttedianipig clitmeerscdd deicisaiadaanngtl 229, 457 230, 957 231, 307 
Loans retired by payment in full (cumulative) ............._-- 1, 295, 831 1, 490, 134 1, 689, 57 
en ae es oman | Matan| Sh 
I heerlen candies tiiinnedimahonsipineitigiiateniialacionda eiasietiemais ; , 
OIE... tbh Beiccwaccia pulp ihciiantdnta gota dada 193, 479 203, 061 209, 045 
Loans retired by payment of claim (cumulative) -_-..........-- 49, 343 57, 643 65, 968 
Ba ininddde cenceouae sakthosueksnaiahiotn damaeiiscdbeae 32, 767 | 40, 606 48, 525 
TNR. coc imasssenndansmsbuitinisapnapiaeinenneniiidnewntngt 2, 214 2, 238 2, 256 
UR goa ccsaocecancaeddeaddest ea atone 14, 362 14, 799 15, 187 
Guaranteed/insured loans outstanding (cumulative) --.......-) 3, 906, 801 3, 901, 018 3, 748, 753 
; ROMO... concen den coccccwcasedssbicddibiad~dsoeeaeae 3, 864, 725 3, 870, 896 3, - 4 
Pa snsascicentsweinstilina <0 astpasitainhtieeteieeriasinsiaseeaigle ele Meaaiaaiediiaia 20, 460 17, 025 13, 651 
ee ee 21, 616 13, 097 7, 075 
TABLE III.—Estimate of defaults reported 
Actual Estimated Estimated 
fiscal year fiscal year fiseal year 
1957 | 1958 1959 
Guaranteed/insured loans outstanding at beginning of year__- 3, 659, 726 3, 906, 801 3, 901, 018 
es gas noises} Binicns rb ch-sthigsehaeiipeain he La 3, 870, 896 
AER 3 23, 382 | 20, 4 17, 025 
Business.__._. | 31, 955 21, 616 13, 097 
Default incidence: qe os 
WU So ea Ss es aoa ee 2.0 | 2.0 2.0 
Farm. .-_-. , 2.1 | 2.1 2.1 
Business... anim | 2.7 | 2.7 2.7 
Defaults reported (to table IV) wits : 72, 218 | 78, 309 78, 130 
rts -Eeaiinlisarertihe — nize 70, 873 | 77, 295 77, 418 
eo osbb sr 5 boss eh ae Seis ban 483 430 358 
Fg. 3  is ne e  cidetihuah patdiencteleaiamnsl 862 584 354 
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TABLE IV.—Zstimate of claims filed 

















Actual Estimated | Estimated 
fiscal year | fiscal year fiseal year 
1957 || 1988 1959 

Gitiine elicit = sl j _ pots eee = mcm 

Defaults in process at beginning of year (excludes loans owned 

by VA). Ot Sys 37, 800 | 38, 935 38 

Home 34, 830 | 36, 515 36, 515 
Farm... ee 527 | 415 400 
Business-____--- 2, 443 | 2, 005 1, 550 
Defaults reported during year (from table III) 72, 218 78, 309 g 7B, 130 
Jeeeeeeneee —— | acini pimedenentili iain —— 
Home.__.__- bss 70, 873 | 77, 295 77, 418 
NM oc has 483 | 430 358 
Business- : 862 | 584 354 
Defaults in process at end of year 38, 935 | 38, 465 To 38, 465 
Home - 36, 515 36, 515 | 37, 040 
Farm__. . | 415 400 | 400 
Business... ___-- 2, 005 1, 550 | 1,025 
Defaults processed during year 71, 083 | 78, 779 | had 78, 130 
Home 69, 188 | 77, 295 | 76, 893 
Farm. 595 445 358 
Business__ | 1, 300 1,039 879 
Defaults cured __- i 64, 028 os "70, 099 c "69, 425 
Home. _.- | 62,745 | 69, 103 | €8, 621 
Farm_ , | 554 | 414 | 333 
Business. | 729 | 582 471 
Claims filed (to table V)____--_- 7, 055 8, 680 8, 705 
ae 6, 443 8, 192 8, 272 
ieee neo | 41 31 25 
ND eT cs . 571 457 | 408 





TaBLe V.—Estimate of claims paid 


} Actual, | 




















Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1957 1958 1959 
Sina ee pik dtieia hacia dar ates ; Se cadmas 
Claims in process at beginning of year 528 588 | 588 
meme 2) See ee Ey its ow 381 475 475 
Perm... 7 6 | 6 
Business._......... : . 140 107 | 107 
Claims filed (from table IV). _-- 7,085; 86890) 8,705 
Home__...__-_.- 6, 443 | 8, 192 | 8, 272 
Farm. ee | 41 31 25 
Business.------ | 571 457 408 
Claims in process at end of year__. ‘ ps “588 | "588 | 688 
diccalietic ladies: sea baa i. 
TO i ctelaectt mn gideininnts ined rae n nem asdiecintn tiki al 475 475 | 475 
Farm. ae | 6 | 6 | 6 
Business. --_.-.- 107 | 107 107 
Claims processed during year - J P «6, 995 | , 8, 680  - 8705 
- _ —| omntmam 

Home.......- 6, 349 8, 192 8, 272 
4 ME 42 | 31 25 
Business-.------- ee 604 | 457 408 
Claims cured-.___._--- oF nan: OlUUC—eT "380 
ei es , 300 353 | 353 

a hina kn hada ngtcadaletiniauucuindl 7} 7 7 
I aa ec eis aia edema’ 20 20 20 
Claims paid (to table VI)-...-..-. . cee 6, 668 L  *§300) =—s«8, 8285 
I Rl cn ass garmin tnk nisin nig Stieiaieaaonieaineld 6, 049 7, 839 | 7, 919 
I inane eh wiaiinea ioe ici es orien i Nae i ty Tide 35 24 18 
ein ainsi db ome estsids vieen dani a gaa namie 584 437 388 








a 
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TaBLe VI. ~_Ftiete of loan and property acquisitions . 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 


























1957 1958 1959 
Cons Dale Circa CAA Wo hain ike cncd bwin eed, | 6, 668 | 8, 300 8, 325 
Wiedae 1 OE P80 POS | Oe se eee ee 6, 049 7, 839 7,919 
SI eka cine Sines Sige ade tana cee eae 619 461 
= 
Ratio of property enenmrene to claims paid: | 
BD nich dabicopinibidnsctnaidesinsuksows Sian alah anil 90. 5 | 95. 5 95. 5 
Other... sstnias S ail nending ainda taal ae alae ie eaniiin al | 37.2 | 37.2 | 37.2 
Property acquisitions..__........:...-.--.-.- sa Sinatentera 5, 500 | 7, 500 | "7, 680 
! —-—! 
iat is Oe a ee eee 5, 477 | 7, 483 7, 565 
I is cakacte snk neadduccetoatceeennp cin bene 23 | 17 15 
Tomi Semtiihione,... . . << inde s cnincsstesstiadea Aiken eee des 190 | “190 | 190 
Total loan and property acquisitions............-_.--.- 5, 690° 7, 690 7, 770 
| 





FINANCE 


Mr. Tuomas. Mr. Reporter, insert pages 10-87 and 10-88 in the 
record. 


(The information referred to follows :) 


DEPARTMENT OF VETERANS’ BENEFITS, FIELD 
FINANCE, $10,623,725 


Summary of eereent 



































| 
| Actual, [ Estimated, | Estimated, | Increase (+) 
fiscal year fiscal year | fiscal year | decrease (—) 
1957 | 1958 1959 | 1959 over 1958 
i ee | eee | | 
} | | 
Average employment... ................--..--- | 2, 915 2, 760 2, 650 —110 
01 ponenet a Te Se ae i $12, 305, ‘847 | $11, ‘817, 126 $11, ‘347, 300 — $469, 826 
02 Travel: | 
Employees travel. ..................--- 17, 440 | 10, 000 | NE eee Secs e 
Local travel. dinbikeadecatbectesleil” 743 750 Whe si... 56. 
03 Transportation of things: | | 
Other transportation of things. ._......- 397 | 350 | 340 —10 
Shipment of household goods__.--._--- 7, 674 | 6, 910 | 6, 820 —W 
Parcel-post reimbursement ____-____- = 8, 568 | 7, 740 4, | ae 
04 Communication services: 
Telephone and telegraph. _..._....._--- 29, 109 | 27, 380 | 27, 150 | —230 
Pee ON aa on csiectett bi ente sb Grstinseraten | 122, 842 120, 000 8 eS ee 
Nonpenalty mail__ 4,614 4, 260 4, 260 
05 Rents and utility services: Rental of equip- ‘| | | 
ment_. ; -| 18, 920 | 21, 252 21, 252 
06 Printing and reproduction. -__. eS a}<bwmbcbeeeeiAl 129, 300 129, 300 | 
07 Other contractual services: | | | 
Federal employees life insurance fund __| 40, 456 37, 837 | 36, 329 —1, 508 
Repair of furniture and equipment. -___| 25, 062 24, 917 | 24, 000 —917 
Miscellaneous contractual services by | 
individuals and organizations. -...... 77, 464 | 77, 083 | 77, 000 —83 
08 Supplies and materials: | | 
EE a a a 64, 986 | 63, 370 61, 700 —1, 670 
Operating and maintenance supplies- -_| 546 330 300 | —30 
09 Equipment: Furniture and fixtures_.___-- 197, 407 224, 000 | 200, 000 —24, 000 
11 Grants, subsidies, and contributions: Civil 
service retirement fund__..._....-....---.. lie ee 727, 633 726, 578 —}, 655 
13 Refunds, awards, and indemnities_______- 49, 488 |__.__- ae edatts x 
15 Taxes and assessments. -- ‘eked 1, 034 | 911 849 —62 
Total cost, Department of Veterans’ Ben- | | 
efits jurisdiction a aE ll es | 12,972, 597 13, 301,149 | 12,801, 668 — 499, 481 
Less common service adjustments_____ ot aetie 2, 624, 945 2, 425, 646 | 2, 177, 43 247, 703 
BOOS SOEs Ma cdincnntccoaduntspshhalbeaauann | 10,347, 652 10, 875, 503 10, 623, 725 | —251, 77% 
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Summary of major workloads 


Actual, Estimated, | Estimated, 
— fiscal year fiscal year 








1957 1958 1959 
|e Ss | 
Recurring payments: } 

Compensation and pension (living) ...................._.- $33, 302,445 | $34, 068, 401 $34, 851, 974 
Peer ae aang and pension (death) _....................-- 6, 527, 741 6, 743, 156 6, 956, 735 
I i wewuenween 5, 390, 522 5, 099, 434 4, 375, 314 
NE ec Sea a linina viweLenuaciee 4, 557, 145 4, 707, 531 4, 867, 587 
a ne ua Un cnbeuwencueea 49, 777, 853 50, 618, 522 51, 051, 610 
Nd nc icntscoucenaes 4, 212, 437 4, 239, 447 4, 169, 043 
Employee pay cards maintained. _-._.-...........--....-....-- 504, 091 455, 194 430, 614 
Receipts NE a Saale 1, 446, 177 1, 526, 000 1, 576, 000 
Total, all names, items, and/or authorized covered by vouchers.| 3, 127, 370 2, 733, 415 2, 647, 682 
Total, SR RRS, bi Sap Ate peng 403, 232 369, 063 347, 885 





The Finance Division is responsible for the administration of a fiscal program 
of payment of benefits to veterans and their dependent beneficiaries ; payment of 
administrative expenses incident to operations; administers a comprehensive 
integrated cost accounting system, and provides staff advice to local management 
on all phases of fiscal administration. This Division generally contains the Office 
of Finance Officer, Operations Section, and Accounting Section. 

Forecasts of workloads from other programs such as compensation and pension, 
vocational rehabilitation and education, loan guaranty, and the Depart of Medi- 
cine and Surgery, for fiscal years 1958 and 1959 were applied to the related 
finance work units in order to project work volumes for Finance Division. 

Mr. Tuomas. This is for field finance, Department of Veterans’ 
Benefits, $10,623,725 for this year. 

Average employment showed a decrease of 110, 1959 over 1958, which 
is 2,760 ; 1957 it was 2,915. 

Personal services costs $11,347,300 for 1959. There is a decrease of 
$469,826. 


How many offices do you have? 

Mr. Monk. Sixty-seven. 

Mr. Tuomas. Who handles this now ? 
Mr. Monx. That comes under me. 
Mr. THomas. You are the paymaster ? 
Mr. Mong. That is right. 


SUMMARY OF MAJOR WORKLOADS 


Mr. Tuomas. Recurring payments—compensation and pensions for 
this year is $34,068,401 ; for 1959 it is $34,851,974. 

What do those figur es mean now ¢ 

Mr. Monx. That means that the number of checks each month 
issued to the living beneficiaries, compensation and pensions. 

Mr. Tuomas. That is not each month, now. That must be on an 
annual basis. 

Mr. Monk. I beg your pardon. You are correct. 

Mr. Tuomas. You do not mean you can handle that many a month. 

Mr. Monx. The checks are issued each month but this number is 
not issued each month. 

Mr. Tuomas. What do you mean by recurring payments? 

Mr. Monk. Those that happen month after month, that is, the 
veteran or dependent is on the rolls and gets a check every month. 
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Mr. Tuomas. 6,743,156 for 1958 against 6,956,735 for 1959. You 
are showing an increase in death payments. 

Mr. Monx. That is right. 

Mr. Tuomas. Now, recurring payments under Public Laws 550 and 
654, 

Mr. Monk. Those are monthly training allowances and subsistence 
checks. 

Mr. Tuomas. To whom? 

Mr. Monk. To the veterans. 

Mr. Tuomas. That does not include the Korean veterans? 

Mr. Monk. That does. Public Law 550 is in there. 

Mr. Tuomas. Public Law 550, that is able and disabled. That is 
all of them ? 

Mr. Monk. Yes; it includes all of the training checks. 

Mr. Tuomas. Is that on a monthly basis or an annual basis? 

Mr. Mons. That is the annual number. 

Mr. Tuomas. Recurring payments-insurance 4,707,531 in 1958. 

You wrote, in 1957, 49,777,853 checks. Is that correet? 

Mr. Monk. There were more than that because of the supplemental 


payments which are on the next line. Those are the initial payments 


or extra payments. 

Mr. Tuomas. Who writes all these checks—the Treasury ? 

Mr. Monk. The Treasury Department writes the checks except in 
New York City; we are still writing the checks. 

Mr. Tuomas. How much transfer of funds goes to the Treasury De- 
partment out of this $10 million ? 

Mr. Monk. We do not reimburse the Treasury for the activity. 

Mr. Tuomas. They write the checks on their own? 

Mr. Monk. That is correct. 

Mr. Tuomas. You do not pay them anything out of this? 

Mr. Monk. That is correct. 

Mr. Tuomas. What is their cost for doing this work over and above 
the $10,623,000 you have here ¢ 

Mr. Monk. I do not know that. 

Mr. Tuomas. What is a good guess on it? 

Mr. Kersey. Would not 6 cents a check be about right, Mr. Monk? 

Mr. Monk. Seven cents. I would say between 5 and 6 million dol- 
lars is their allocated costs for it. ; 

Mr. THomas. Does that do the job? Does that include the stamps? 

Mr. Monk. Yes, that includes stamps. 

Mr. Tuomas. Seven cents does it ? 

Mr. Monk. Yes, sir. 

Mr. THomas. You have a total cost here for writing checks and 
getting all the information up and everything of about $15 million. 

Mr. Monk. That is right. 

Mr. Tuomas. $10,623,725 is the cost to the Veterans’ Administration. 


MAN-YEAR REQUIREMENTS 


The following tables furnish a comparison of gross man-year requirements 
under the administrative jurisdiction of the Department of Veterans’ Benefits by 
organizational element for the past year with estimated needs for the current and 
budget years. 
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We will insert the table on the top of page 10-89 in the record. 


(The table referred to follows:) 


Organizational element 








Office of Finance Officer. _ _-. 
Institutional audit_____._._- 
Operations section 

Accounting section __- 


Gross average employment... .._- 


The principal functions are as follows: 
Office of finance officer 

















Actual, fiscal| Estimated, | Estimated, 
year 1957 fiscal year fiseal year 
1958 1959 
tele 186 182 182 
wots 5 4 

2, 126 1, 990 1, 898 
— 598 533 568 
| 2, 915 2, 760 | 2, 650 


General supervision of overall finance operations. 


Institutional audit 


Conducts audits in connection with the recovery of funds improperly received 
by institutions of learning and individuals, particularly under Public Laws 16 


and 346, 78th Congress, as amended. 
Operations section 


Certification of payments covering pension, compensation, insurance, and sub- 
sistence awards made to veterans and beneficiaries of deceased veterans, and the 
payment of administrative expenses incident to the operation of field stations. 


Accounting section 


Maintenance and operation of a comprehensive integrated system of 


accounting. 


The estimated funds requested for this organizational element are to provide 
for personal services, travel, and other necessary administrative expenses inci- 
dent to the performance and execution of the finance program. 


Mr. Tuomas. Office of finance officer, 182. 


Where is he located ? 
Mr. Monk. 
Mr. Tuomas. Who is he? 


He is in the regional office. 


Mr. Monk. One finance officer in each regional office, and very. few 


assistant finance officers, but this 182 are 67 finance officers and 


people in his immediate office. 


1 or 2 


Mr: Tuomas. What do you mean by institutional audit? 
Mr. Monx. That was an audit program we had under the old GI 


bill. 


Mr. Tomas. Operations sections 1,990 against 1,898 in 1959. 


Mr. Monk. 


That operations section is where we handle the bene- 


ficiary accounts, the recurring payments. 


Mr. Tuomas. 


And accounting section ? 


Mr. Monx. That is where we keep track of the money and make up 


the cost accounts. 


Mr. Tuomas. What is the difference between the accounting section 


and the operations section ? 


Mr. Monk. They perform different functions. 


All the accounting 


work is done in the accounting section, all of the cost accounting. 


Mr. Tuomas. How do you separate them ? 


getting to. Would not one man ¢ 
ina good many agencies? 


That is what I am 


o a little of all the work, like you do 


Mr. Monk. It depends on the size of the office. 
Mr. Tuomas. Have you an organizational chart here on one of these 


units, say, in the average sized office ? 
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Mr. Monk. No, sir, I do not have. . 

Mr. SER MAp. Do you keep them in separate rooms or do they work 
together ? 

Mr. Monk. No, sir, they generally are in the same work area and 
there is an interchange. 

Mr. Tuomas. Do they interchange in the work ? 

Mr. Monk. There is an interchange in work, depending on the size 
of the office and the amount of work to be done in a particular area. 


FIELD PERSONNEL AT HEARINGS 


Mr. Tuomas. Let me make you a suggestion, Mr. Administrator. 
Next year bring some of your field people in here. Most of this money 
is spent in the field and we want to talk to your field people. I go 
to a good many of your operations, but I cannot go to as many as I 
would like to. If I did I would travel more than you do. Bring these 
field people in here and let them see just exactly what we think and 
let us find out what they think. 

Mr. Wurrrier. How many would you like, sir? 

Mr. Tuomas. You have to use good judgment about it. Bring in 
about 3 or 4 from each section of the country, some representative 
office. It never hurts to bring your field people in. Let them come 
in and see how the committee works and then when you have to say 
“No” to them they can understand a little bit about what your problems 
are. 

Mr. Wuirtier. May I ask, sir, how many from each station ? 

Mr. Tuomas. One to a half a dozen from each section of the coun- 
try, and sort of rotate it around. 

Mr. Wurrrier. You would like now possibly six people from dif- 
ferent offices, different programs? 

Mr. Driver. What about the managers? 

Mr. Wuirrter. Or just the manager from each office? 

Mr. Tuomas. Would the manager have all the answers? 

What is the biggest operation in each one of your field offices— 
compensation and pension ? 

Mr. Monk. At the present time, yes, sir. 

Mr. Tuomas. Bring your top man in the field of compensation and 
pension and maybe your top man in your loan guaranty program. 

Are they not your two biggest programs? What is your third 
biggest activity ? 

Mr. Monk. VR and E. 

Mr. Tuomas. We will say 3 people from about 3 or 4 of your of- 
fices and that is 10 or 12. We could get them in here. Is that too 
many ? 

Mr. Monk. Are you going to build a balcony ? 

Mr. Wurrrter. We can do it easily in relays. We have sort of done 
it that way this year. When a subject is brought up we let the appro- 
priate men sit at the table, and the others retire. 

Mr. Tuomas. Then they will sit here for a couple days and see 
how we work. 

Mr. Wurrrier. We will be delighted. 

Mr. Jonas. Off the record. 

(Off the record discussion.) 


21543—58—-pt. 1——-47 
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REGIONAL OFFICE ADMINISTRATIVE ACTIVITIES AND COSTS 


Mr. Tuomas. This is still in the field of veterans’ benefits, admin- 
istrative costs are $15,583,426, which is $469,054 less than 1958, bring- 
“ 1958 to $16,052,545. 

t shows also a decrease of 152 people for 1959 which will give you 
3,800 against 3,952 for 1958. 

You have some plusses and minuses here in the cost of other ob- 
jects. Communication services is a tremendous item. 

Mr. Monx. The reason that item is large—— 

Mr. Tuomas. $859,000. 

Excuse me just a minute, Mr. Monk. Rental of oereentts $1 ,167,- 
683; printing and reproduction, $177,500; office supplies, $ 258,000; 
furniture and fixtures, $159,600; and $902,042 for your civibesrvies 
retirement fund, which is something that you cannot do anything 
about. 

And lo and behold, travel is only $10,000. 

The workload for this Division is based on the forecasts of other program 
activities which affect the operations of the Division. These forecasts are 
applied to the various activities within the Division in proportion to the contri- 
bution of the particular program to the work of the Division. The estimates 
for all measurable activities are based on the application of the performance 
standards to the anticipated workload. 

Incoming mail, index actions, applications, C-numbers assigned, 
claims, folder lookups, rehabilitation and education folder lookups, 
loan guaranty, folder lookups. 

Just where is this unit located ? 

Mr. Monk. This unit is located in the regional office. They handle 
the mail and the records activities. 

Mr. Tuomas. This is the housekeeping activities of your operating 
67 field offices ? 

Mr. Monk. That is correct, sir. 

Mr. Driver. That is right, sir. 


SUMMARY OF MAJOR WORKLOADS 


Mr. Tuomas. Mr. Reporter, will you put pages 10-95 in the record 
at this point ? 
(The information referred to follows :) 


Summary of major workload items 


Actual, fiscal | Estimated, Estimated, 





Item year 1957 fiscal year fiscal year 
1958 1959 
RT fio. hed de Ein cnn dnteiladie Jdin sdadda tnd) () CO ONS 66, 500, 000 63, 000, 000 
rss dace: kde sian a'an cage banhempenk bene sieniaseghimedapane 10, 242, 087 9, 875, 000 9, 495, 000 
Applications -- pa rst .3 EEE Baka d ccptetidawk 1, 287, 851 1, 180, 000 1, 050, 000 
C-numbers assigned_........___.--- ie ee 546, 220 487, 000 409, 000 
Claims folder lookups esitiede 17, 490, 597 17, 662, 000 17, 900, 000 
Rehabilitation and education folder “are alu ebecd buinoae 7, 515, 930 6, 300, 000 | 5, 250, 000 
Loan guaranty folder lookups_.......-.......-.....--...-.-- 5, 514, 906 3, 700, 000 | 2, 500, 000 
} 





The workload for this division is based on the forecasts of other program 
activities which affect the operations of the division. These forecasts are applied 
to the various activities within the division in proportion to the contribution 
of the particular program to the work of the division. The estimates for all 
measurable activities are based on the application of performance standards to 
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the anticipated workload. The standards for measurable activities are rates 
which have been tested and developed, and are considered to be the maximum 


possible to achieve efficient quantitative effectiveness and retain satisfactory 
qualitative performance. 


Distribution of employment by major activity 





Actual, Estimated, | Estimated, 


Major activity fiscal year fiscal year fiscal year 
195 1958 1959 
RV IO, BOG CINE 0 ce on ee rere seks odntenanne sidan 631 605 586 
EE COUN al ordi nn soba sts} bansecepgdemusneeeuontd 1, 513 1, 543 1, 507 
Records section..............- padidba dueidawtsdimded ocaneeeccn 1, 355 | 1, 208 1, 093 
NIN no von nos na enc cine cnaeisonccmteat sean aaae 580 | 596 614 
OUD <. Ss noc.-x2 catenin enya eee 4,079 | 3, 952 | 3, 800 





Mr. Tuomas. As to your incoming mail you set it out here in number 
of pieces, you say, for 1959. 

Did you say 67 offices? 

Mr. Driver. Yes, sir. 

Mr. Monk. Yes, sir. 

Mr. Tuomas. Sixty-seven field offices—you have 63 million pieces of 
mail for 1959 against 66,500,000 in 1958. How many employees do 
you have to handle that mail ? 

Mr. Monk. We have in the mail and service activities 1,507 em- 
ployees. 

Mr. Tuomas. If you had one of these people from the regional office 
here we could talk about it and he could talk with some authority. 
You are going to have to talk from heresay, are you not? 

Mr. Driver. We have been in most of these offices. 

Mr. Tuomas. Not recently. 

Mr. Driver. Not in all of them, sir. 

Mr. Tuomas. Loan guaranty folder lookups, 2,500,000. What does 
that mean ? 

Mr. Monx. That means there is a folder on each one of these loan 
guaranty cases and every time a piece of mail comes in or an appli- 
cation comes in, somebody has to go to the file and pull that folder. 

Mr. Tuomas. Is that Mr. Sweeney’s operation ? 

Mr. Monk. No, sir; this is not Mr. Sweeney’s operation. They pull 
the folder and send it to Mr. Sweeney’s operation for action. 

Mr. THomas. What does Mr. Sweeney have to do? 

Mr. Monk. Usually these are default notices, handling of insurance 
renewals. He has to operate 

Mr. Tuomas. Where are these folders kept now if they are not in 
your shop ? 

Mr. Monk. In the administrative division. 

Mr. Driver. The administrative division keeps the folder for each 
of the major programs. They associate the mail that comes in with 
the basic record and send it to the appropriate division for action. 

Mr. Jonas. Would it save some time if he had his folders in his 
own shop? 

Mr. Driver. The folders physically are located adjacent to the area 
that works on them, Mr. Jonas. For example, the claims folders are 
located near the people that adjudicate the cases in claims. The actual 
job of filing them, putting the mail in the file, associating the incoming 
mail with them is done by the people in this division. 
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Mr. Tuomas. Your main activities are supervisory and clerical, and 
you have 586 people. In mail and services you have 1,507. In the 
records section you have 1,208 against 1,093 fer 1959. What is the 
record section ? Tabulating goes up from 596 to 614. 

Mr. Monx. That increase is basically because we are mechanizing 
in some of our offices the benefit payment accounting operation, put- 
ting it on tabulating equipment, like we have in New York. 

Mr. Tuomas. Listen to this justification here, and I do not think 
you know anymore about it than I do, when you read it: 

The estimate of 586 man-years will provide the personnel necessary to per- 
form supervision and Clerical functions to the overall administration of this 
division. 

Now this is in 67 locations. What are they going to do? 

The decreased requirements for fiscal year 1958 and fiscal year 1959 as com- 
pared with fiscal year 1957 are the result of combining, at some stations, some 
of the activities within the administrative division during the past year. 

What does that mean ? 

Mr. Driver. In the administrative division, basically, they have 
different services, depending upon the function to perform. For 
example, they have a mail section, they also have an index section, 
they also have a-record section, and in the smaller offices we are finding 
it possible to combine those sections and thereby eliminate supervisors 
for each of them where a combination is possible. 

Mr. Tuomas. Who is the paymaster in these offices? Do you have 
a finance man who is going to write checks? Or do you have to send 
those into the Treasury ? 

Mr. Monk. The checks are written by the Treasury but the record 
work is handled in the Finance Division. 

Mr. Tuomas. Do you mean for the personnel ? 

Mr. Monk. For the personnel. 

Mr. Driver. Yes, sir. 

Mr. Tuomas. Who makes up the payroll then ? 

Mr. Monx. The payroll is made up in the Finance Division, sent 
over to the Treasury where the checks are written. 

Mr. Tuomas. Would you have some publicity people here, from 
public relations? 

Mr. Monk. No. 

Mr. Driver. Not in here; no, sir. 

Mr. Tuomas. You do not have any personnel people? 

Mr. Monk. We have a personnel section. 

Mr. Driver. That is the next section, sir. 

Mr. Jonas. Each of these sections have a chief and and assistant 
chief ? 

Mr. Driver. It depends on the size of the unit. If they have a 
large number of employees they have a full time supervisor. If the 
number of employees is down they do not. 

Mr. Jonas. What number determines whether you have a super- 
visor ? 

Mr. Driver. We have a regular staffing pattern, depending upon 
the number of employees needed to per form the function. 

Mr. Jonas. Does the indexing section have a supervisor ? 

Mr. Driver. If they have a good number, say 25 people, they 
would, yes, sir. 
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Mr. Tuomas. What is the nature of these records you keep—1,208 
in 1958 against 1,093 in 1959? 

. Driver. They are maintaining the basic claims records for 
compensation and pension program, the rehabilitation records for the 
vocational rehabilitation and education program, and the loan guar- 
anty records for the loan guaranty program. 


RECORDS STORAGE 


Mr. Tuomas. What part of your total rent bill do you pay for the 
storage of these records? 

Mr. Driver. Do you have the figures on that? 

Mr. Tuomas. How old are these records? I have gone to a lot 
of your record centers and there would be half an acre of records in 
a big office. Maybe you have 2 or 3 people lost in the big room? 

Mr. Driver. It depends on the activity in the file. If there is no 
activity in an XC folder for 5 years it is retired to the retired storage 
center. 

Mr. Tuomas. What is your rent bill in the New York office for 
taking care of these records? 

Mr. Driver. We would have to supply that, Mr. Thomas. 

Mr. Tomas. It is tremendous, is it not? 

Mr. Driver. It is a big item; yes, sir. It is in the thousands. 

Mr. Tuomas. Three thousand square feet a year at $2.50 a square 
foot a year—and you have 100,000 square feet of nothing but records. 

Mr. Driver. We have a large bill for it; there is no question about 
that. 

Mr. Tuomas. Is there any way to cut down that bill? If you have 
to have a record file that is one thing but if you do not have to have it 
that is something else. 

What is your yardstick? You are doing some business for the 
General Services Administration, are you not ? 

Mr. Driver. Yes sir. If the XC file is inactive, after 5 years we 
retire it. Of course, if we have to bring it back and have action on 
the case it causes a delay. Also V. R. and E. loan-guaranty files have 
been retired according to ae in large numbers. 

Mr. Tuomas. I have talked with the General Services Administra- 
tion people and they say they can take care of 60 or 70 percent of your 
files and reduce your rent 50 or 75 percent. 

Mr. Driver. If we have a running award with a case, it is not prac- 
tical to retire it because of the action that has to take place, for 
example. 

Mr. Tuomas. They say they will give you special handling. They 
will take your file and if you need it you can call them over the tele- 
phone and they can afford to send the man over to you cheaper than 
you can keep it yourself. 

Mr. Driver. We agreed that is practical, if there is no activity in 
the record for a reasonable period, but where it is being used cur- 
rently, or its future use is inevitable, in our opinion, it is not feasible 
to have it out of our jurisdiction. 

Mr. TuHomas. We agree with you. 

Where is that line of demarcation where you can turn the file over 
to the General Services Administration and where you can keep it? 

Mr. Driver. At the present time we estimate it should be inactive 
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for 5 years in case of an XC file based on our experience. In addition 
exhaustion of entitlement furnishes good reason for retirement such 
as has been done in V. R. and E. and loan guaranty. 

Mr. Jonas. Have you ever experimented with microfilming ? 

Mr. Driver. We do not believe it is practical to microfilm these 
records, Mr. Jonas, because in a technical claim file you will have 
documents in it ranging from 2 by 5 to 8 by 1014. You have legal 
records. It just presents an insurmountable problem from the micro- 
filming standpoint. 

Mr. Yates. Have you conducted an investigation as to the advisa- 
bility of using microfilming ? 

r. Driver. Yes, sir. And we do microfilm where we have a stand- 
ard card ina major file. We will microfilm that. 

Mr. Tuomas. Is there any cheap place anywhere to be had in this 
country for storage of records? 

Mr. Driver. No, sir; not that we know of. 

I believe General Services Administration tries to locate their stor- 
age centers in economical rent areas. 

Mr. Yates. Sometimes they do not succeed. 

Mr. Tuomas. The highest rent they pay is $1; some of it is 50 cents. 
That is for the records centers. 

What is the rent that is paid out at Franconia? It is 75 cents as 
wellas I remember. Most of these big warehouses the rent is between 
75 cents anda dollar. That is the cost per square foot per year, which 
is pretty good rent in anybody’s book. 

ut it is a whole lot less than $3 or $3.50 and that is what a good 
many agencies are paying. 

Mr. Monx. If my calculation is right we have half a million square 
feet of space for records. 

Mr. Tuomas. Keep in mind we have been dealing with nothing but 
administrative costs mainly in the field for these tremendous sums of 
money. 

CoMPENSATION AND PENSIONS 


Let us look at the dollars and cents for compensation and pensions. 
Mr. Reporter, put in pages 11-1 through 11-8. 
(The information referred to follows :) 
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Program and financing 






1957 actual 








Program by activities: 
1. Compensation: 
(a) Living veterans: 


Spanish-American War. __.........--- $677, 033 
World War I_. 212, 900, 522 
World War Ul . ES RL eT. 1, 029, 012, 987 
Korean conflict.........---_....-------- 149, 585, 251 
Peacetime service_............--.--- . 47, 996, 050 








DESSES cisco de Keccntecccens : 





| A, 440, 171, 43 





| 
1958 estimate | 1959 estimate 


Peetiag 
| 


$560, 000 $421, 000 
221, 121, 000 213, 937, 000 
849, 198, 272 | 1, 121, 747, 000 
165, 857, 000 169, 724, 000 
60, 715, 000 | 72, 459, 000 


1,27, 4 451, 1, 578, 288, 000 


























































g (6) Deceased veterans: | ‘4 " 
i Spanish-American War__.........--.-- | 1, 317, 785 1, 346, 000 1, 151, 000 
g NEN SEM so Or ee og 58, 727, 447 64, 242, 000 | 61, 949, 000 
t Sa UF as a ed 304, 0a 952 | 316, 473, 000 318, 630, 000 
é TROUS GUNNNOG s. occco nea ses—onceewses 44, 628, 377 46, 813, 000 | 47, 825, 000 
: Peacetime service___........----.--- 25, 857, 922 35, 129, 000 39, 356, 000 
; NII techie nent mdscnntodices 435, 335,483 | 464, 003, 00 | 469, 111, 000 
; Total, compensation. _...-.....-..-.- “4, 875, 607, 328 | 1, 761, 454, 27 m2 2| 2 047, 399, 000 
; rei@ite — occa” at ete eer | a Sa 
(a) Living veterans: 
Yellow fever experiments............--- 4, 600 4, 800 4, 800 
Indian wars__- a. ge wna 186, 727 158, 000 132, 000 
Spanish-American War-__.--.--------- 66, 009, 827 60, 038, 000 58, 297, 000 
TE Dita ccnnivrncudantbviedcoce= 531, 029, 741 608, 739, 000 686, 489, 000 
World War IT__ 56, 771, 352 62, 242,000 | 68, 400, 000 
} Korean conflict. . - 2, 720, 690 3, 951, 000 5, 672, 000 
; Pessetinte Servite ss. ssc i... nnace 56, 899 55, 000 52, 000 
0 ee a eee aoe 656, 779, 836 735, 187, 800 814, 046, 800 
(d) Deceased veterans: Peres 
DEG Wel... =. ~..+~-.--. dele 3, 179 3, 000 2, 000 
; Pe icra itd oie rece ponaeel 636, 232 609, 000 592, 000 
Civil War. Siianeyiamaa 2, 831, 556 2, 683, 000 2, 477, 000 
Spanish- -American War____--..-------- 53, 584, 500 53, 495, 000 53, 033, 000 
Wetee Wert. 4 oe 2 A 211, 061, 368 224, 502, 000 237, 513, 000 
OEE, WO EL s. cnght. «sgislacSninwbincesl ait 24, 938, 252 28, 536, 000 32, 573, 000 
ee as seeker 661, 539 994, 000 1, 387, 000 
Peacetime service... .........-.-.----- 45, 429 33, 000 29, 000 
EEE 
Be ec ccpcit-+- <n h-hh atic 293, 762, 055 | or 310, 855,000 | 327, 606, 000 
Total, pensions.................-.--- | 950, 541, 891 c 1, 046, 042, 800 | 1, 141, 652, 800 
3. Other: aielek. 
Emergency officers’ disability retirement 
CPOE WOr Op inn ok ELA. ea si 3, 679, 757 3, 552, 000 3, 460, 000 
Adjusted onan and dependents ROR eakeo tall 1, 1, 200 1, 000 
Subsistence allowance for disabled veteran 
i ae a a a NS Ray ik Ri ST Rn Agel 21, 629, 964 19, 760, 000 17, 940, 000 : 
Initial burial allowances_..................-.--- 18, 979, 125 20, 471, 000 21, 547, 200 : 
TON CE tte nntetniesttiiahnneeinel 44, 290, 226 43, 784, 200 42, 948, 200 
a ——ooOoqQqQSS|=V_“_é—=_=xzxnRn—""== : 
Patel cba s56 iis. i Rs 2, 870, 339, 443 | 2, 851, 281, 272 | 3, 232, 000, 000 ; 
4. Relation of costs to obligations: Obligations in- ' 
curred for costs of other years (refund receiv- ' 
Ca CNN cnt 5 ee a occ accace SE Wadler ocd eeeienite dite ncies i 
rt . Total program (obligations) ..................-- 2, 876, 362, 578 | 2, 851, 281, 272 | 3, 232, 000, 000 
nancin 
Unobligated balance brought forward.............---- —7, 743, 850 9G, GEE, BES Locnecuctapacee 
Unobligated balance carried forward __................ SOON IN icin i cstdekes Bele cciedben 
New obligational authority. ...........--.....--.--- 2, 893, 650,000 | 2, 826, 250,000 | 3, 232, 000, 000 
New cotentipes’ authority: ee ek 
BIT . 0 .066ncoqancunseccencsuntneemeanel 2, 907,000,000 | 2, 826, 250,000 | 3, 232, 000, 000 
Transferred to— 
‘Readjustment benefits” (71 Stat. 237) ........_._- +25, 600/600 |... 0-052. .f Le : 
“Automobiles and other conveyances for disabled 
weesrand.. (7), GORE. EBRD... circpnadesscpendasseeuiel ATE, GOD. hea cttin — nee daanee~ Iiveaaneppeceth 
Appropriation (adjusted) -..................-- 2, 893, 650, 000 





2, 826, 250,000 | 3, 232, 000, 000 
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Object classification 


1957 actual 1958 estimate | 1959 estimate 














12 Pensions, annuities, and insurance claims (total costs)_| $2, 870, 339, 443 8 * a 272 8, ane 000 
Obligations incurred for costs of other years, net 6, 023, 135 


-|- 


I iia nin chagh en en acinin sae dindbennwties | 2,876, 362, 578 2) 851, 281, 272 | |% 232, 000, 000 


JUSTIFICATION OF ESTIMATES, FiscaL YEAR 1959 
COMPENSATION AND PENSIONS, VA, $3,232,000,000 


The total requirements for the past, current, and budget years are summarized 
by major category as follows: 





| 
Actual, | Estimated, | Estimated, 
| 7; 
fiscal year fiscal year fiseal year 
| 1957 1959 
no hel wanda Bobi mere | $2, 83, 650, 000 | 2 $2, 826, 250, 000 | ee 
Unobligated balance brought forward__.._....___- i 7, 743, 850 25, 031, 272 |- i 
Unobligated balance carried forward__...........__- | ~25, 031, 272 acwedetetsl eee a Kniewamat 
_ (a 
Total obligations._..__________..._..-........- | 2, 876, 362, 578 | 22, 851, 281,272 | 3, 232, 000, 000 
Adjustment of obligations to costs * (met) _........... i yt a od enc ecens 
a OA AAG Sik snd ca bis cnitslnnses 2, 870, 339,443 | 2 2, 851, 281, 272 | 3, 232, 000, 000 
apentien i ce sh AA pt dae ccesgcn ics | 1, 875, 507, 326 21, 761,454,272 | 2,047, 399, 000 
ER vrs cendcaepcksec$ecseaewTibeeena | 950, 541, 891 1, 046, 042, 800 1, 141, 652, 800 
RET aa oN ee 


43, 784, 200 | 42, 948, 200 





1 Excludes $13,350,000 transferred to other oe - 
2 Excludes estimated supplamental of $256,000,000. 
3 Obligations incurred for costs of other years. 


The funds requested under this title are to cover the payments of all compen- 
Sation, pensions, and allowances authorized by the Congress, including emer- 
gency officers’ retirement pay and annuities, as well as the payment for sub- 
sistence allowance to veterans receiving vocational rehabilitation under Public 
Law 16, 78th Congress, and Public Law 894, 81st Congress, as amended, initial 
burial allowances, and payments due under World War I Adjusted Compensa- 
tion Act in cases where benefits are not covered by the issuance of adjusted 
service certificates. 

The caseloads and average payments used in preparation of these estimates 
are based on the experience obtained in fiscal year 1957 and prior years, with 
consideration given to various conditions which will affect the number of cases 
or amounts of payments to the separate classes of beneficiaries during fiscal years 
1958 and 1959. 

The increased cost to the total appropriation is primarily attributable to the 
advancing age of veterans (particularly of World War I service), the discharge 
of personnel from the Armed Forces, the deaths occurring among veterans in 
civil life, and the enactment of Public Law 85-168, approved August 27, 1957, ef- 
fective October 1, 1957. 

Public Law 85-168 provides increased rates of compensation for living veter- 
ans of approximately 10 percent in cases rated 10 percent to 99 percent disabled 
and of approximately 24 percent in cases rated 100 percent disabled. It also pro- 
vides for increases in the dependency allowance payable to veterans 50 percent 
or more disabled as well as in the majority of the statutory award cases. The 
estimated cost of Public Law 85-168 approximates $168 million for fiscal year 
1959 and $127 million during the current year. 

The total appropriation requested amounts to $3,232 million which repre- 
sents an increase of $125 million over the estimated requirements for the current 
fiscal year and an increase of $361,660,557 compared with the past fiscal year. 
Forecasts of average caseloads and average annual payments per case have been 
based on analyses of trends in each category, with consideration given to specific 
conditions likely to affect the separate classes of beneficiaries. It is anticipated 
that a supplemental appropriation of approximately $256 million will be re- 
quired for fiscal year 1958 of which approximately $127 million is attributable to 
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85-168. 


the increased compensation rates to living veterans provided by Public Law 


Actual and estimated costs and average caseloads are summarized for each 


major entitlement category in the following tables. 


The actual and estimated average caseloads are listed below in detail by ac- 


tivities, for each of the major categories. 


























Actual, Estimated Estimated, 
fiscal year fiscal year fiscal year 
1957 1958 1959 
Compensation, total. ............- ccaetindlincacse cannulas 2, 462, 869 2, 455, 985 2, 447, 287 
rn 8: Seen ee Pa 2, 077, 718 2, 067, 355 2, 055, 392 
Spanish-American War. .-.....-......................- 310 255 192 
Weelee Wetee Wi... 2.2.5. A 221, 104 208, 000 194, 100 
Li AL ee ee ere bE eee 1, 597, 979 1, 581, 000 1, 564, 500 
OE CIE 05. 00 co tren atin siamicnimgiumecdininin: 189, O11 198, 500 204, 300 
Peacetime service ._.- pdelenignecrlgh<niee ae 69, 314 79, 600 92, 300 
Deceased veterans, total..........--.-..2.--2 22222 385, 151 388, 630 391, 895 
I AI, VE le rnreen nema grin <9agpedeonss<nee 1,104 930 795 
EE ONIN te dul neers a acl t satis egies seh ncdesmmnats 51, 756 49, 800 47, 800 
PGE SOO Beh werd eS LES 276, 345 277, 900 279, 500 
GOCE: CUEING... 5 i otha ecient eens bi covns nteenseeeibds 34, 609 35, 400 36, 100 
Peacetime service. Siiinsaginepnrtetinieiameliivntaa 21, 337 24, 600 27, 700 
Pennie: tetiySie ico isis aco asists see es 1,151,544 | 1,248,254 | ‘1,352, 137 
Living veterans, total.........._........----...--------- 687, 930 760, 047 837, 272 
Yellow fever experiments-__-..................---.-.-- 2 2 2 
RE ON eaten esG ins den sdnseinebsCionempsebiiieoin 140 120 100 
Cine Wats. i .--4. Cnt St lta ela dill Didla dtl SE, Steet sis ial wi Sativa Aine de 
Spanish-American ae en 52, 773 47, 200 41, 900 
WEEE SUE Ee bh ahackwdenattabscchhdceticessaiauhann 569, 100 639, 700 714, 200 
SI WF 00 Da dandeiictidh So ack. ila Soe he 62, 884 68, 700 75, 000 
Korean conflict. ...-.... inated otal e ebigthakntige bites 2, 716 4, 040 5, 300 
SOROOCTTING BEE VIO Dia ike nn ntti onncesninnsn Aiibipiuliehe 315 285 270 
Deceased veterans, total....._____........--.--- ies | 463, 614 488, 207 514, 865 
I WOME ed ol. 5... nae cngindeadiigiatinnnhadiammdeuadne 7 5 
SE NEE ainih 21 4 sank tno hae ae earl aad 1, 165 1,115 1, 085 
Civil War-_-......-- bib cprodechpedenabeanees eee 5, 502 5, 200 4, 800 
Spanish-American SUI « acticesobnietiain. ute labial 84, 683 81, 200 80, 500 
nas 5 ona migieia cae Raa ean amie 336, 299 358, 400 379, 900 
Oe Or rs oe os aoe nee 35, 077 41, 000 46, 800 
SS ray eaee Oe ne eee ee tae hy Oe Oe 787 1, 200 1,700 
ORR EI TO ie on eeennnedilin cs adidiuldeoed 92 85 75 
Other: 
Emergency officers disability retirement (World War I)... 1, 664 1, 600 1, 550 
Adjusted service and dependent pay--.........--.....---- () () 
Subsistence allowance for disabled veteran trainees_....__- 16, 635 15, 200 13, 800 
Teetetal Tear GIRO OOS © no 5 ncn cc teneesecconcnccenese~« 122, 500 132, 600 140, 700 


1 1 Figures shown represent estimated fiscal year totals, not averages. 
2 Less than 50. 


Compensation.—Compensation is payable to living veterans for a disability 
connected with military service and compensation or dependency and indemnity 
compensation is payable to eligible dependents of deceased veterans for death 


connected with military service. 


Living veterans.—The basic rates of disability compensation provided in 
wartime cases under Public Law 85—168 range from $19 for 10 percent disability to 
$225 per month for total disability. Certain cases are compensated for specific 
disabilities as prescribed by law, to a maximum of $450 a month per case. 
Payable in both types of cases is an additional allowance for dependents of 
veterans rated 50 percent of more disabled, to a maximum of $100 a month per 
ease, All rates of peacetime disability compensation are 80 percent of wartime 


rates. 
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Living velerans—Service connected 
AVERAGE NUMBER OF VETERANS 


Actual, fiscal year| Estimated, fiscal | Estimated, fiscal 
1957 








year 1958 year 1959 
a | $1, 440, 171, 843, 00 | $1, 553, 170, 000. 00 | $1, 578, 288, 000. 00 
Average payment per case per year..-.-....-..-.- 693. 15 750. 96 767. 68 








AVERAGE NUMBER OF CASES—WARS 


ated ss oon geo Pe ee a 1 2, 077, 718 2, 068, 255 | 





2, 055, 392 
Spanish-American War-........_-....-.-------- 310 | 255 | 192 
Ee inking ninniaees cbWRS CIEE <= ose 221, 104 208, 000 | 194, 100 
World War IT__..-- insets eicneotehdotdand 1, 597, 979 1, 581, 900 | 1, 564, 500 
IO, ME a Sea cwe 189, 011 198, 500 | 204, 300 





eee GeeweeeL 5 a 5c o 69, 314 79, 600 92, 300 


The caseload of living veterans in this category started the expected decrease 
in fiscal year 1957. It is estimated that the caseload will continue to decrease 
at a very slightly accelerated rate in fiscal years 1958 and 1959. The obvious 
increase in the average annual payment per case reflects the effect of Public 
Law 85-168, approved August 27, 1957, and effective October 1, 1957. 

Dependents of deceased veterans.—Death compensation or dependency and 
indemnity compensation is paid to widows, children, and dependent parents of 
veterans who died in service, or as a result of service-connected disease or injury. 


Dependents of deceased veterans, service connected 


AVERAGE NUMBER OF CASES 


























. | 
| | . 
| Actual Estimated Estimated 
| fiscal year | fiscal year fiscal year 
1957 1958 | 1959 
t ae 
a a a ee econ es Ge $464, 003, 000. 00 $469, 111, 000. 00 
Average payment per case per year--_- Sissel 1, 130. 30 1, 193. 95 1, 197. 03 
AVERAGE NUMBER OF CASES 
NN ie hens <8 | 385, 151 | 388, 630 391, 895 
Wars: | | 
Spanish-American War-.___......-.-.-.----- | 1, 104 930 | 795 
World War I_-_-_-_- inlejeacqpuiladiiitinessce ined cibmertedl | 51, 756 49, 800 | 47, 800 
World War IT____-- jn eid Nan eee 276, 345 277, 900 | 279, 500 
Korean conflict ............-. pees ce 34, 609 35, 400 | 36, 100 
PENNE WOOO. .52 acco cue ese cctcs. | 21, 337 24, 600 | 27, 700 
| j 











The caseload continues to increase steadily. The continued increase in the 
average annual payment per case over fiscal year 1957 reflects the full year effect 
of Public Law 881, 84th Congress. Public Law 881, which provided increased 
death benefits to the majority of eligible dependents, is a new form of compen- 
sation for service-connected death with the rates for a widow partially related 
to military pay, increased uniform rates for children where there is no eligible 
widow, and a sliding scale of rates for parents based on specified annual income 
categories ; and was effective for only 6 months of fiscal year 1957. 

Pensions.—Benefits are payable to wartime veterans and dependents of de- 
ceased veterans for non-service-connected disability and death. The rates and 
conditions of entitlement outlined below apply to World War I and subsequent 
periods of service ; rates and conditions of entitlement applicable to prior periods 
vary somewhat and are on a more liberal basis. 

Living veterans.—In general, pensions are payable to wartime veterans who 
are unable to secure substantially gainful employment as a result of a permanent 
and totally disabling non-service-connected disability. The basic rate is $66.15 
a month, increased to $78.75 if the veteran is 65 years old, or more, or if rated 


Tem DD 
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permanent total for a continuous period of 10 years. A rate of $135.45 monthly 
is payable to veterans requiring regular aid and attendance. Payment of pen- 
sions is limited to veterans whose annual income is less than $1,400 if single, or 
$2,700 if married, or if person has minor child. 


Living velerans—non-service-connected 
AVERAGE NUMBER OF VETERANS 


Actual Estimated Estimated 


fiscal year fiscal year fiscal year 


1957 1958 1959 


be iedine <nh ihihechiieeaait te ticaian $656, 779, 836.00 | $735, 187,800.00 | $814, 046, 800. 00 
954. 72 967. 29 972, 26 





| 
Wee 2 Seas 687, 930 | 760, 047 | 837, 272 
War: | 

Yellow fever experiments... __..............- 2 | 2 2 
i ae 140 | 120 | 100 
CURA oc diniti nine - bo Sisk dd - Sab Sell Sal Mien, ei aie cas cs tn ee | adicceias eke eb - 
S eae ee | §2, 773 47, 200 41, 900 
WE SNE Bie wm hee knees tae ca cen aaneseeete 2 569, 100 639, 700 714, 200 
Welle Wir ti. .......-...-.2..c2 wisn 62, 884 | 68, 700 | 75, 000 
Korean conflict... .-..--04.-.-nssedeponnte 2, 716 | 4, 040 | 5, 800 
SERRE Maa 315 285 270 


The caseload continued to increase, with significant gains projected through 
the budget year. Over 95 percent of the increase is in the World War I category 
and is principally the result of the large number of veterans attaining age 65. 
The average annual payment per case increases in fiscal years 1958 and 1959 due 
primarily to the increasing World War I rolls, where greater numbers are reach- 
ing age 65 and receiving the higher rate. 

Dependents of deceased veterans.—In World War II and Korean conflict cases, 
pensions are payable to dependents of deceased wartime veterans, whose death 
was not due to service-connected causes, but who at the time of death had a 
service-connected disability. This last requirement is not applicable to World 
War I cases. Rates vary considerably depending upon the relationship and the 
humber of dependents, and the periods of service. Eligibility for pension is 
subject to an annual income limitation of $1,400 to a widow without a child or 
to a child, or $2,700 to a widow with a child or children. 


Deceased veterans, non-service-connected 
AVERAGE NUMBER OF CASES 


Actual Estimated Estimated 
fiscal year fiscal year fiscal year 
1957 1958 1959 


Total costs itn dee hata cbainns estes $293,762,055.00 |$310,855,000.00 |$327,606,000.00 
Average payment per case per year_-__...-- wg iesinsseeitaae 533,63 $636.73 $636.29 


AVERAGE NUMBER OF CASES—WARS 





Total nt cubiphiplin ahs AEG ie caliente nial 463, 614 488, 207 | 514, 865 
DEMS WROGs 5.4.4 - 455. Sed deg dnb. 9 7} 5 
PUN WOON a os i nck ln ce ink baa bata e ou ebdes alee ts | 1, 165 | 1, 115 | 1, 085 
COREE OE. 5. ced ~ Osan Jal occ eds ccdastlcccaiie de . Sl 5, 502 | 5, 200 | 4, 800 
Spanish-American War...............-------.---- eee w a) 84, 683 | 81, 200 | 80, 500 
World WarI_____.. ; toss : 336, 299 | 358, 400 379, 900 
World War IT : : . vee i 35. 077 | 41, 000 46, 800 
Korean conflict... fe a a a hanatel 787 | 1, 200 1, 70 
Peacetime service... ___. Bp PORE RLU ATE Get FESS She gy hE STS 92 85 75 


A growth trend in the average caseload which is proportionate to recent expe- 
rience is projected through fiscal year 1959. The average annual payment per 
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case increases somewhat in fiscal year 1958 over the past fiscal year principaliy 
because of the changing distribution of the cases according to period of entitle- 
ment and because of a necessary adjustment in the reported data for the past 
fiseal year. A slight decrease is projected for fiscal year 1959. 


AVERAGE NUMBER OF CASES—OTHER 


Actual Estimated Estimated 
fiscal year fiscal year fiscal year 
1957 1958 1959 
a cs ncanduencoshslbssncssewseieheeedianenl ae Dee E. Geeveaee $42, 948, 200 








AVERAGE NUMBER OF CASES 


Emergency officers___.- i a ae al a a 1, 664 1, 600 1, 550 
Adjusted service and dependents pay---_-......_..----------- (1) (') (1) 

Subsistence allowance_____ __- : ewilsnngekes ee 16, 635 15, 200 13, 800 
Initial burial allowance ?_. seas ccaetppaaac i apa Seaibis pies ccmnis Mceinae 122, 500 132, 600 140, 700 





1 Less than 50. 
2 Figures shown represent estimated fiscal year totals and not averages. 


Emergency officers —Emergency officers of World War I retired for service- 
connected disability are entitled to special retirement benefits at rates substan- 
tially higher than the normal compensation payments. 

Adjusted service and dependents pay.—Adjusted-service credits earned by 
veterans of World War I are payable from this appropriation. Veterans’ claims 
of $50 or less and dependents’ claims of less than $50 are paid in cash. De- 
pendent’s claims of $50 or more are paid in 10 equal quarterly installments. 
A bonus payment of $60 is paid to the dependents of a World War I veteran 
who died while in service and before July 1, 1919, if an adjusted service credit 
is certified to the Administrator. 


APPROPRIATIONS BY FISCAL YEARS 


Mr. Tuomas. The total requirements for the past, current, and 
budget years are summarized by major category as follows: 

This is the appropriation, 1957 compensation and pensions, $2,893,- 
650,000 with a footnote “excludes $13,350,000 transferred to other 
appropriations.” 

The 1958 figure is $2,826,250,000 and you have to add to it $256 
million in the form of a supplemental ; is that correct ? 

Mr. Monk. That is correct. 

Mr. Tomas. Have you been granted that supplemental of $256 
million yet ? 

Mr. Baxer. No, sir. 

Mr. Tuomas. I think the answer is “Yes.” 

You received 15 percent, did you not ? 

Mr. Monx. We will be back. 

Mr. Tuomas. The estimate for fiscal year 1959 is $3,232 million. 

Those are tremendous figures; are they not ? 

Mr. Wuirtrer. Yes; and rising. 

Mr. Tuomas. This is broken down. That figure for compensation 
for 1957 is $1,875,507,326, and that figure increased in 1959 to $2,047,- 
399,000. 

Pensions are $950,541,891 in 1957 and in 1959 it goes up to $1,141,- 
652,800. Why that increase, Dr. Monk? 

Mr. Monk. That is due to the increasing number of pensioners com- 
ing on the roll that is reflected here. 

Mr. THomas. You have another factor though ? 
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Mr. Monx. Sir, not on the pensions. There is no increase in the 
pensions. 

Mr. Tuomas. Last year? . 

Mr. Driver. ‘ay! rates are the same sir. 

Mr. Wuirtier. Compensation went up. : 

Mr. Driver. The cementite went up under Public Law 168 of 
the 85th Congress. 

Mr. Monx. This is strictly an increase in the number of the bene- 
ficiaries. ; 

Mr. Tuomas. It was compensation rather than pensions! 

Mr. Monk. That is right. 

Mr. Tuomas. The pensions have not been changed. 

When was the last time the rate of the pension had been changed ? 

Mr. Driver. 1954 I believe sir. 

Mr. Tuomas. You have “Other” of $44,290,226 for 1957 and $42,- 
948,200 in 1959. 

What is the “Other’’? 

Mr. Driver. That was the emergency officers disability retirement. 

Mr. Tuomas. Break it down right quick. The emergency officers 
retirement was how much of that $44 million ¢ 

Mr. Monk. Which year are you looking at now ¢ 

Mr. Tuomas. 1957 is the $44 million and the $42 million is in 1959. 

Mr. Monk. Yes, sir. 

Mr. Tuomas. The emergency officers retirement how much ? 

Mr. Monk. For 1957, $3,679,757. 

Mr. Tuomas. What accounts for the other part of it ? 

Mr. Monk. Adjusted service and dependents pay $1,380; subsistence 
allowance for disabled veteran trainee $21,629,964—— 

Mr. THomas. You are getting into Public Law 16 now? 

Mr. Monk. That is correct. 

Initial burial allowances $18,979,125. 

That makes up the $44,290,226. 

And the breakdown of that is at the bottom of 11-3 for the 3 years. 


INCREASE IN COMPENSATION RATES 


Mr. Tuomas. Let me read this paragraph into the record: 


Public Law 85-168 provides increased rates of compensation for living vet- 
erans of approximately 10 percent in cases rated 10 percent to 99 percent 
disabled and approximately 24 percent cases rated 100 percent disabled. 


That was last year? 

Mr. Driver. Yes, sir. 

Mr. Monk. Last October. 
Mr. Tuomas (reading) : 


It also provides for increases in the dependency allowance payable to veterans 
50 percent or more disabled as well as in the majority of the statutory award 
eases. The estimated cost of Public Law 85-168 approximates $168 million for 
fiscal year 1959 and $127 million during the current year. 

The total appropriation requested amounts to $3,232 million which represents 
an increase of $125 million over the estimated requirements for the evrrent 
fiscal year and an increase of $361,660,557 compared with the past fiscal year. 


It is going up, is it not? 
Your table on page 11-3 gives compensation for living veterans of 
the Spanish-American War, World War I, World War II, the Ko- 
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rean conflict and peacetime service, and then deceased veterans total, 
Spanish-American War—that is the beneficiaries, is it not? 

Mr. Baxrr. Yes, sir. 

Mr. THomas. Now, your compensation roll is showing an increase— 
$1,553,170,000 for 1958 against $1,578,288,000 for 1959. 

The pension roll also shows a little increase for 1959 over 1958, 
$1,141,652,800 against $1,046,042,800 

Mr. Driver. That isan increase on the rolls. 

Mr. Monk. Largely due to the World War I veterans. 

Mr. Tuomas. Pensions are usually going down and compensation 
is going up, but you find a reverse here. 

r. Monk. Yes, sir. 

Mr. Tomas. Why ? 

Mr. Wuirtier. The projections indicate that is going to be so. 
Pensions reflect the age of the World War I veteran. Remember, 
we discussed a little while ago the average age is 63.3 and rising. 

Mr. Driver. Compensation increases because of the rate change, Mr. 
Thomas; pensions increase because of the number on the rolls. 

Mr. Monx. Actually there is a slight increase in the compensation 
because of caseloads. It was about $85 million increase from 1958 to 
1959 in the compensation program because of increase on the rolls 
other than the rate increase. 

Mr. Driver. Most of that is rate. 


NUMBER OF VETERANS 


Mr. Tuomas. This chart on page 11-4 dealing with numbers is al- 
ready in the record, but it is pretty interesting. 

For compensation, total, 1957, the number getting compensation is 
2,462,869 ; for 1959 it is 2,447,287. 

Then it is broken down into Spanish-American War, World War I, 
World War IT, Korean conflict, and peacetime service veterans, 

Mr. Jonas. You have 120 Indian war pensioners in 1959. 

What was the last Indian war referred to? 

Mr. Tuomas. I do not know. 

Mr. Driver. Do you know, Mr. Birdsall ? 

Mr. Brrosaty. The last campaign was in 1898, 

Mr. Yates, Where was that? 

Mr. Brepsaty. Out in the Northwest, sir. [have forgotten where. 

The campaigns ran from 1817 to 1898. 

Mr. Jonas. Is it true that we have 182 receiving pensions ? 

Mr. Tuomas. That is 100, Mr. Jonas. Does that include the vet- 
erans themselves or the widows? 

Mr. Monx. Only the veterans. 

Mr. Driver. Those are living. 

Mr. Wurrtrier. Living veterans? 

Mr. Driver. There are 1,085 surviving widows and children. 

Mr. Tuomas. Do you mean they have that many beneficiaries? 

Mr. Monk. Yes, sir. 

Mr. Wurrrier. The Mexican War is five. 

Mr. Tuomas. The Mexican War is five. 

Mr. Driver. The women outlive the men. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


ee 





¥ . 
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Mr. Tuomas. This table on page 11-5, “Average number of cases,” : 
breaks it down: What do you mean Spanish-American War, 1957, 
310; 1958, 255; and 1959, 192? | 
Mr. Monk. That was the number of Spanish-American War 
veterans. 
Mr. Tromas. New cases? 
Mr. Monk. No, sir. That is the total number of living veterans, 
Spanish-American War veterans in 1957. 
| Mr. Tuomas. Only 310—that is not right? 
Mr. Brrpsau. Service connected. 
: Mr. Vurseii. All on the rolls? 
Mr. Monk. Compensation rolls; yes, sir. 
Mr. Yares. They are all on compensation; are they not? 
| Mr. Driver. Some are drawing pensions. 


SERVICE-CONNECTED COMPENSATION CASES 


Mr. Tuomas. Do you mean some are getting both. 

Mr. Driver. No. 

Mr. Yates. What is the distinction—-which get which? 

Mr. Driver. Service connected. 

Mr. Yates. Service connected gets compensation. 

Off the record. 

(Discussion off the record.) 

Mr. Tomas. Do you mean there are 192 veterans in the year 1959 
getting service-connected compensation ? 

Mr. Monx. Yes sir. 

Mr. Tuomas. For service-connected disability. 

Mr. Driver. That roll is going down very rapidly at the moment. 

Mr. Txromas. It must have been because they got malaria fever. 
It was not gunshot wounds was it? 

Mr. Driver. It was disease or service-connected disability. 

Mr. Tuomas. World War I is 194,100. This is pension, is that 
right? 

Mr. Driver. This is compensation. 

Mr. Wuirrrer. That is compensation. 

Mr. Tuomas. It is compensation—I beg your pardon it is right 
at the top here. 

World War I, 194,100. 

Mr. Monk. That is right. 

Mr. Tuomas. Against 208,000 for 1958 ? 

Mr. Driver. That is right sir. 

Mr. Tuomas. World War IT is 1,581,900 for 1958 and 1,564,500 
for 1959. 


The Korean conflict is 198,500 for 1958 against 204,300 for 1959. 


PEACETIME SERVICE COMPENSATION CASES 


Peacetime service is 79,600 for 1958 against 92,300 for 1959. 

How does the peacetime service work now? What are the rules and 
regulations there / 

Mr. Driver. That is active service not in time of war; disability 
incurred in line of duty during such service normally draws 80 per- 
cent of the wartime rate. 
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Mr. THomas. When was that passed? When was that legislation 
passed ? 

Mr. Driver. Do you mean for peacetime veterans? I do not know, 
Mr. Birdsall. 

Mr. Tuomas. In the old days, these peacettime veterans, particu- 
larly, in the National Guard and the Regular Army, too, really had 
a hard go of it, did they not? 

Mr. Brepsatu. The general pension law was in effect for them in 
the year 1862. Prior to that they had separate enactments with ref- 
ereice to benefits for them even during the peacetime periods. The 
rates were usually dependent on rank. In 1933 those rights under 
the old general law were saved, but they were permitted to come under 
our veteran regulations for World War I and subsequent wars which 
were more liberal. 

Mr. Tuomas. You are talking about the Regular Army now, not 
the Reserve or the National Guard. 

Mr. Brrpsatt. Anyone who served in the Army, Navy, Marine 
Corps during peacetime, time other than war. 

Mr. Tuomas. Would that include the guard ? 

Mr. birpsauu. Lf they are called into Federal active service. 

Mr. Yares. Like Little Rock ? 

Mr. Brrpsaty. And disabled in line of duty. 

Mr. Tuomas. Suppose they are trained in town and have not been 
federalized ? 

Mr. Brrpsauu. They are out, except for certain types of training 
duty in which the Federal Government is interested. 

Mr. Tuomas. Do they have any protection now ? 

Mr. Driver. Yes, sir. 

Mr. Birpsaui. Unless they are called into Federal active service 
or certain training duty. 

Mr. Tomas. Suppose they are not federalized ¢ 

Mr. Birpsaty. They would come under State provisions except in 
the training cases stated. 

Mr. Tuomas. It is still a rough go, isit not? They do not like to be 


federalized, and, when you say peacetime service, they have to be called 
into active duty ? 


Mr. Driver. Yes, sir. 

Mr. Tuomas. Suppose they are going to be sworn in and one of them 
gets run over by one of their own trucks or something before you 
swear him in. It is just too bad. 

Mr. Driver. That is right. 

Mr. Jonas. When you say federalized, that includes field training? 

Mr. Tuomas. No; for he has to be sworn in. 

Mr. Driver. He must be ordered to active duty in the Federal service. 

Mr. Tuomas. He can train every day in the week as a State trooper. 

Mr. Jonas. I think they consider summer field training as Federal] 
training. 

Mr. Driver. For the Reserve, but not for the National Guard. 

Mr. THomas. When are you going to reach the peak of this compen- 
sation for the Korean conflict? This figure is going up all the time; 
1s 1t not! 

Mr. Driver. The net increase for 1958 and 1959 will decrease. In 
1958, it will decrease to 4 percent of an increase; in 1959, to 2 percent 
of an increase ; and, by 1960, it should be just about at its peak. 
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Mr. Tuomas. It will be at the peak? 
| Mr. Driver. Yes, sir; between 1959 and 1960. 
Mr. Tuomas. What is the average age of them now? 
) Mr. Driver. The Korean veterans? 
| Mr. Tuomas. Yes. 
Mr. Driver. Twenty-seven. And the average payment there is $65. 
| ‘Mr. Tuomas. I guess that will be stabilized in 2 or 3 years. 


Mr. Driver. We are picking up those cases under peactime service ; 
men who are serving today, for example. 


AVERAGE PAYMENT 


Mr. VursE.tu. Can you give us the average payments for the Spanish- 
American War veterans ¢ 


Mr. Driver. $182.15. 

Mr. Vursett. For World War I, how much ! 

Mr. Driver. For 1957, the average payment was $80.24. 

Mr. Tuomas. When will the pension item become stable for the 
Korean boys? 

Mr. Driver. Not until 1985. 

Mr. Tuomas. Another 25 years. 

Mr. Driver. Between 1985 and 2000. It will grow from about two- 
tenths of a million to a million and a half. 

Mr. Tuomas. You are basing on an average age of 65, or 60? 

Mr. Driver. Everything from 60 on out we are basing it on. 

Mr. Tuomas. What about these 100 Indian fighters? What is the 
amount ¢ 
Mr. Driver. I do not know that I can tell you. Those are pension 
cases. 

May I go through the compensation rates, first ? 

Mr. Tuomas. Sure. 

Mr. Driver. The Spanish-American War average payment for 1957, 
$182.15; World War I, the average payment, $80.24; World War IT, 
the average payment, $53.66; the Korean conflict average payment, 
$65.95 ; peacetime service, $57.70. 

Now, if you want to go to pensions at this point, the average monthly 
payment for the Indian-war pensioners is approximately $111; the 
Spanish-American War payment is $104; the World War I average 
payment is $77.76, almost $78; the World War II payment, $75; and 
the Korean conflict had an average payment of $83. 

Mr. Tuomas. The level there is practically the same for World War 
I for compensation and pension. There is very little difference. 
What is it; $10? 

Mr. Driver. World War I, $78, as against compensation, $80. It 
is $1 or $1.50. 

Mr. THomas. Not much difference, is there ? 

Mr. Driver. For World War I, when you reach 65 you draw the 
maximum pension rate, which is $78.75, which would give the World 
War I a higher pension rate than the others. 

Mr. THomas. Gentlemen, let us recess until tomorrow. 


21543—58—pt. 1 48 
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Frivay, Fesrvary 7, 1958. 


Mr. Tuomas. Will the committee please come to order? We will 
proceed where we left off yesterday. I thought maybe we might pro- 
ceed a little bit faster than we have the last 2 or 3 days; but after look- 
ing over this hospital construction fund, I think we can spend at least 
a week on that fund. 

There is enough information in those tables to fill a Sears & Roebuck 
catalog; but when we explain it, that is going to be something else. 


READJUSTMENT BENEFITS 


Program and Panny 


1957 actual | 1958 estimate 1959 estimate 








Program by activities: 
1, Education and training: 




















(a) World War II education. ..._...._.._....--___- $6, 907, 571 $1, 130, 000 $282, 000 
(6) Korean conflict veterans........................| 767,197,066 | 692, 084, 454 615, 576, 000 
Fe a Raa) Fath si eee 2, 351, 453 5, 940, 000 9, 240, 000 
Total, education and training. -.-.._......_...- 776, 456,090 | 699, 154, 454 625, 098, 000 
2. Loan guaranty -_............. babe eintadaccsstoube 60, 125, 296 80, 340, 000 81, 555, 000 
3. Special assistance to disabled veterans: : 
(a) Vocational rehabilitation._........__- 4 tepid 8, 980, 949 7, 940, 000 7, 023, 000 
Sy Se MMIII bn i. oan ok onc andecdnn ten ‘ 4, 157, 362 4, 275, 000 4, 085, 000 
(c) Automobiles and other conveyances for disabled 
ND ca heaciiains sceaptignnniehaaians tints telat pines 1, 000, 018 687, 916 432, 598 
Total, avert assistance to disabled vet- 
erans. ss Late evaseeadakibe binddinde 14, 138, 329 12, 902, 916 il, 540, 598 
Total costs...___...-..--. ye le ee 850,719, 715 | 792,397,370 | 718, 193, 598 
4. Relation of costs to obligations: 
Costs financed from obligations of other yee 
net (—)_.-.-- PE a aithds ike walneal —71, 916 ieee 
Obligations incurred for costs of other years, ‘net_..- 3, 004, 882 }_........-_.-- . 
Total program (obligations) _..._..............._- 853, 724,597 | 792,325, 454 718, 193, 598 
Financing: 
Comparative transfers from (—) other accounts. -.-__..-__| —920, 054 PE Binsin cm ectacitaee 
Unobligated balance brought forward ___- | —7, 966, 997 —7, 662, 454 |_.........-. 


Unobligated balance transferred from “Automobiles and 
other conveyances for disabled veterans’”’ tae soms appropri- 


lie i a ed ite lle rehome enn ania ah glee St op bin nhl Siielcadns Siedaidekn bean ed — 233, 598 
Unobligated balance carried forward...___-..._.--------_- 7, 662, 454 


New obligational authority.................--...-...._- 852, 500, 000 | 734, 047, 000 717, 960, 000 











New obligational authority: 
Appropriation _- .---.| $840, 000, 000 | $784, 047,000 | $717, 960, 000 
Transferred from ‘Compensation ‘and pensions” (7 Stat. 
es Sal cree ce neaeses eae ites ns mages Sereda gic te be ace eae 12, 500, 000 | 
| 
| 717,960, 000 


Appropriation (adjusted) _...........................- 852, 500, 000 | 784, 047, 000 | 


Object classification 


1957 actual | 1958 estimate | 1959 estimate 


11 Grants, subsidies, and contributions_.................._.- $780, 613, 452 | $703, 429,454 | $629, 183, 000 





12 Pensions, annuities, and insurance claims_____.____- rae 70, 106, 263 88, 967, 916 89, 010, 598 
Ps cock ante Linton wi-epamael en nicanitet kecaa 850, 719, 715 | 792,397,370 718, 193, 598 
Relation of costs to obligations: 
Costs financed from obligations of other years, net (—)_.._|._..........-- —71, 916 dit iinet 
Obligations incurred for costs of other years, net__. -.- Sed 3, 004, 882 }-............. 


Total obligations — ‘ Fata clean od 853, 724,597 | 792,325, 454 | “718, 193, 598 


i I 
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Let us take a look at readjustment benefits. We finished com- 
pensation and benefits yesterday. 


SUMMARY OF REQUIREMENTS 


Miss Reporter, will you put in the record at this point pages 12-1 


and 12-2, the justification of estimates, fiscal year 1959, for readjust- 
ment benefits. 


(The page referred to follows :) 


READJUSTMENT Benerits, VA, $717,960,000 


The funds requested under this appropriation are to cover the cost of the 
following benefit payments to veterans: 
1. Subsistence, tuition, supplies and equipment as provided by Public Law 
346, 78th Congress, as amended. 
2. Education and training allowance under Public Law 550, 82d Congress. 
3. Educational assistance allowance authorized by Public Law 634, 84th 
Congress. 
4. Guaranty, claims, and property acquisition costs on veterans’ loans. 
5. Tuition, supplies and equipment required by disabled veterans train- 
ing under Public Law 16, 78th Congress, Public Law 894, 8ist Congress, 
and Public Law 170, 82d Congress. 
6. Special homes for paraplegics as authorized by part IX, VA Regulation 
No. 1 (a), as amended. 
7. Automobiles and other conveyances for disabled veterans. 
Based on current estimates of the average number of trainees and the average 
cost per trainee, it is estimated that supplemental funds of approximately $30 


million will be required for payment of these direct benefits during fiscal year 
1958. 


Summary of requirements 





5 ee 
Actual, Estimated, Estimated, | Increase (+) 









































| fiscal year | fiscal year fiscal year or decrease 
1957 | 1958 1959 (—), 1959 
| over 1958 
Education and training: niy sat evel 
World War II education............_.._-. $6, 907, 57 1 | | $1, 130, 000 $282, 000 — $848, 000 
Korean conflict veterans_..--- -..---.----| 767,197,066 | 721,832,000 | 615, 576,000 | —106, 256, 000 
War orphans._.-......__.-- +04) BS reer iges4 2, 351, 453 5, 940, 000 9, 240, 000 +3, 300, 000 
Total education and training___........__! 776, 456, 090 | 728, 902, 000 625, 098, 000 —103, 804, 000 
Loan guaranty: Fe 
Interest gratuities_................. sieRi GOO 8.22 ik. CS AR Ae 
Claims paid__-_- ak EE 8, 183, 945 10, 209, 000 10, 323, 000 +114, 000 
Loans and property acquired __ alee “| 51, 875, 367 70, 131,000 | 71, 232, 000 +1, 101, 000 
Total loan guaranty...................-.-. | 60, 125, 296 80, 340, 000 81, 555, 000 +1, 215, 000 
———SSoo ==> |= es 
Special assistance to disabled veterans: | | 
Vocational rehabilitation... .............- 8, 980, 949 7, 940, 000 7, 023, 000 —917, 000 
Housing grants _- 4, 157, 362 4, 275, 000 4, 085, 000 —190, 000 
Automobiles and other cony ey ances for dis- 
abled veterans... ___..- J dinedtatebes 1, 000, 018 | 687, 916 | 432, 598 —255, 318 
Total — assistant to disabled vet- 
erans_. be a 14, 138, 329 | 12, 902, 916 i, 540, 598 -1, 302, 318 
ee ae ~ $50,719,715 | 822, 144, 6 | 718, 193, 598 | —103, 951,318 
Costs financed from aN ations of other years 
(net (—))__. Sane pe eee a Sri Gee pt wets oi +71, 916 
Net receivables... wht téddl dine bad. 30 3, 004, 882 |__- ; 
Tatel obiigntiong: soot | 853, 724,597 | 822, 073, 000 718, 193, 598 | —103, 879, 402 
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Statement of financing 


Actual, | Estimated, | Estimated. 
fiscal year | fiscal year fiscal year 
1957 1958 1959 





Le | 
NN 45 hh oh ic hie dis Bubs nb bt Gl $840 








, 000, 000 | $784, 047, 000 $717, 960, 000 
Transfer from compensation and pensions_.._................- | 12,500, 000 |----rnn----n-n|-n---2---2-- ‘. 
Comparative transfer from other accounts_......--........-..- 920, 054 | UNG, GUO fave - cc bw dees 
Unobligated balance br ught forward_.__......._.-.-.-.-..-.- 7, 966, 997 | A. yf eee ee 
Unobligated balance transferred from automobiles appropri- | 
RE SN ere ae ee ike tho isthe a dnkintaninn bub Grids dd des an dake by dahideidebdsbt 233, 598 
Unobligated balance carried forwar wsccocsae| “4,000, OS |-.- ban ee in aneaae : 
Total available _-__-_--_-- Bethe Achat entead pa rentl | 853, 724,597 | 792,325, 454 718, 193, 598 
Proposed supplemental. ____- age Ths dabdcth lek do sec dawedodndun couse: oF] 3 eee 
Proposed supplemental (rounded) - -....-.......--..- alia Site hi | Ces are 30, 000, 000 + he 2 : 


Mr. Tuomas. This is now the money bill. We have finished the 
administrative costs in the District of Columbia and the field. This 
is the money : $717,960,000 for fiscal year 1959. 

How do you arrive at this figure of $717,960,000 ? 

Mr. Monx. The summary is shown beginning a little below the 
middle of page 12-1, and continues on on page 12-2. For the loan- 
guaranty program, claims paid, loans, and property acquired, $81,- 
555,000. 

Mr. Tuomas. Of what education is this made up now, Mr. Monk? 

Mr. Monk. This is World War II education, Korean conflict edu- 
cation allowances; war orphans’ educational allowances. That is the 
education part of it. 

The loan-guaranty part is claims paid, loans, and property acquired. 
The total of that is $81,555,000. 

On special assistance to disabled veterans, vocational rehabilita- 
tion—that is Public Laws 16 and 894—tuition and supplies only. The 
subsistence allowance is back in the compensation and pension appro- 
priation. 

The following item there is housing grants. 

Mr. Tuomas. Pages 12-1 and 12-2 is the table breaking the total 
into its component parts. Virtually, it is a guaranty program for 
Korean, World War II veterans for homes and businesses, and the 
other part is the educational program broken down to the disabled and 
nondisabled and then the Korean veterans and the war orphans. 

Mr. Monk. That is correct, sir. 

Mr. Tuomas. Before we go into the details of this item, how 
many offices are involved in this fund ? 

Mr. Monk. 67. 

Mr. TxHomas. Whereabouts are those offices located? Do you have 
a table prepared for them? 

Mr. Monx. There is 1 in every State, and more than 1 in several 
States. 

REORGANIZATION OF REGIONAL OFFICES 


Mr. Tuomas. What is the thinking of the Administrator and his 
staff now about the reorganization we have been hearing about for 2 
or 3 years with reference to the field offices ? 

Mr. Wurrrter. At the moment I have not had an opportunity to 
review this matter in detail; but I certainly think that every State 
should have one regional officer anyway. 


We may tighten the span of control a little. At the moment, I have 
no plans for overall reorganization. 

I think it is mostly a tightening-up job. The big reorganization 
came about early in Mr. Higley’s administration as a result of the 
$600,000 Booz, Allen & Hamilton study. 

Mr. Tuomas. How much did that study cost us? 

Mr. Kesey. $605,000. 

Mr. Tuomas. In whose administration was that started, Mr. 
Administrator ? 

Mr. Wurrtrer. Mr. Truman’s, [ believe. President Truman ordered 
a reorganization. 

Mr. Tuomas. General Gray started it. 

Mr. Wurrtrer. General Gray was the Administrator at that time. 

Mr. Tuomas. We never did find out where he got that $605,000 to 
re it. We did not appropriate it. We did not authorize it. 

* Mr. Wurrrter. That was under way when Mr. Higley arrived, and 
he implemented it. 

Mr. Tuomas. $50,000? 

Mr. Wurrtter. I do not know how much, but at any rate he put in 
a compromise plan based on the Booz, Allen & Hamilton study which 
was really excellent. I think it isa fine structure. 

You can place responsibility ; it og? divides line and staff func- 
tions. In addition to that, under Mr. Higley, you had a very fine—— 

Mr. Tuomas. Did you say that you have no immediate plan to close 
any regional office or area office, Mr. Whittier ? 

Mr. Wuirtter. No, sir. 

Mr. Tuomas. How far into the area does that extend ? 

Mr. Wurrtter. I have read the old reports, but I shall have no 
extensive plans until I get a chance to review very carefully the entire 
structure before making any substantial changes. 

Mr. Tuomas. Can you do that before we meet Mouday morning? 
We do not know how to mark up this bill properly until we know 
what your plans are. 

Mr. Wuirtrer. As I foresee the future, I have no immediate plans 
for any broad changes in the Veterans’ Administration. Each Ad- 
ministrator has a different problem, and mine, it seems as the VA 
comes into a period of relative stability, is to tighten and to refine, as 
I did in the Insurance Department, many of the programs, which are 
now in existence. 

Mr. Tuomas. You have been in office now about 6 or 8 months. No; 
you have been in longer than that; have you not? 

Mr. Wurrrter, I have been there a year. 

Mr. Tuomas. If your plans are going to change within this fiscal 
year, we would like to know that now because we would like to take 
a look at the items of cost, those items of money which will be affected 
by your plans. 

Mr. Wurrtter. We certainly intend to move forward in the field 
of EDP. 

Mr. Tuomas. What is EDP? 

Mr. Waurrrtter. Electronic-data processing, which you suggested a 
year ago, and we have set up feasibility studies in every major area, 
and are moving forward in that particular direction. 
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Mr. Tuomas. You do not have any immediate plans—and by “im- 
mediate” I mean throughout fiscal year 1959—to change any of your 
area or district offices? 

Mr. Wurrrier. No, sir. 

Mr. Tuomas. We will go into that same question on hospitals when 
we go into inpatient care and outpatient care, too. 

Mr. Wurrtier. There is one thing I would point out, and that is 
that with the shrinkage of the loan-guaranty program, of course, we 
are consolidating those functions in some of the regional offices. 

Mr. THomas. You are speaking of insurance offices now ? 

Mr. Wurrrter. Not insurance offices. The Washington Insurance 
Center office, as you desired some time ago, has been moved to Phila- 
delphia. In fact, that movement is underway right now. 


LOAN GUARANTY WORKLOAD AS A FACTOR IN CLOSING OF OFFICES 


There are no other immediate consolidations planned except those 
that involve the loan guaranty shrinkage. 

Mr. Tuomas. It just looks as if you have an office set up for that 
function and the overall workload is shrinking. 

Rather than close the office altogether, you could shrink your per- 
emnenes 2m proportion to that reduction. That will be your problem, 
though. 

Mr Waurrtrer. Personnel and the number of offices both will shrink 
eventually, sir. 

Mr. Tuomas. The number of offices, too? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. What loan guaranty offices have you closed ? 

Mr. Wurrtier. Perhaps Mr. Driver can give you the exact statistics. 

Mr. Driver. Yes, Mr. Thomas. I think when we talk about loan 
guaranty work reduction and all V. R. and E., we are shrinking the 
office personnel, but we are not closing any office as such. 

Mr. Tuomas. That is what I suggested. 

Mr. Driver. They are located in a regional office as of the present 
moment as a part of it. 

Mr. Tuomas. Yes. 

Mr. Driver. It may be in New York State, for example, where we 
have several offices that we will not have a loan-guaranty operation 
in each one of those offices as the program diminishes. 

We will have the program administered from 1 or 2 instead of from 
4 or 5 offices; but that will be just the loan-guaranty function, as it 
begins to decline. 

Mr. Tuomas. I think your statement certainly sounds all right. 

Mr. Osrertac. From your statement, Mr. Driver, do you figure on 
closing out the operation in a regional office rather than diminishing 
the general operation of the loan-guaranty office? Under such cir- 
cumstances all of the offices would be more efficient, and perhaps more 
economical than otherwise ? 

Mr. Driver. We will do that where it is efficient. We will shrink 
the personnel and maintain an operation in a regional office, but: we 
will reach a point where it will, no doubt, not be economical to main- 
tain an office in each one of the regional offices, and we will do it in one 
for each State, for instance. 
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Mr. Osrertac. One office will serve a region; is that correct ? 

Mr. Driver. That is right, sir. 

Mr. Wurrrter. Mr. Cheiratias, may I point out here in answer to 
Congressman Ostertag’s question that this shrinking and reorganiza- 
tion has, in the overall, resulted in better service to the veteran. It has 
improved the service to the veteran. 

he consolidation of the Washington insurance office with the Phila- 
delphia office and the installation of EDP actually mean that we will 
be able to serve the veteran faster, that we will have greater ac- 
curacy, and, in addition, save money. 

Mr. Jonas. You closed some installations last year; did you not? 

Mr. Monx. I think you are talking about individual contact 
locations. 

Mr. Jonas. I am thinking about an office that had been maintained 
for years in Charlotte, a clinic, which you closed. 

Mr. Ostertac. Is this loan guaranty ? 

Mr. Jonas. No, we are talking about the general subject of closing 
offices and branches for next year and reorganization; are we not? 

Mr. Tuomas. Yes. 

Mr. Jonas. How much of that did you do last year, Mr. Admin- 
istrator ? 

Mr. Wuirtter. There is a formula for closing. We have now in 
addition to the regional offices, small contact offices which may consist 
of a man and a secretary or two contact representatives and a secretary. 

There is a formula for closing them. When the workload falls below 
450 or 350 visitors per month, depending on the location, those offices 
have been closed, by and large, unless there was some other specific 
reason for keeping them open. 

For instance, if the next office is a great distance away, that would 
be one reason for keeping an office open. There were 17 of them closed 
in the first half of this fiscal year. 

Mr. Jonas. Those were just contact offices; is that right ? 

Mr. Wurrtter. Yes. 

Mr. Jonas. It was a clinic that I was referring to. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Tuomas. Miss Reporter, will you insert in the record at this 
point pages 12-3 to 12-6. This is a very composite table, and it gives 
everything from A to Z—a complete breakdown and allocation of this 
$717 million. 

(The pages referred to follow :) 


EDUCATION AND TRAINING 


WORLD WAR II 


The education and training program of World War II trainees under Public 
Law 346, 78th Congress, as amended, has diminished to a point where previous 
program trends are of minimum value in estimating future requirements. The 
number of trainees dropped from an average of 33,498 in June of fiscal year 1956 
to an average of 471 in June of fiscal year 1957. The actual cost for fiscal year 
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1957 of subsistence allowance, tuition, supplies, and equipment for these trainees 
and estimates for fiscal years 1958 and 1959 are shown below : 





Actual, fiscal | Estimated, | Estimated, 
year 1957 fiscal year fiscal year 


1958 1959 
Muepeei koi Sais os to i a ee | $6, 907,571 | $1, 130, 000 $282, 000 
Average number of trainees____..........-..-.-.--.---+..---u. 3, 852 1,000 250 
Average Gost Her traines... ... 3. 2... - 2 ne nl eee cee ed 1, 793. 24 1, 130 1, 128 


The average unit cost per trainee was high in fiscal year 1957, due to the 
fact that there was such a large drop in trainees at the beginning of the 
fiscal year as compared with the last month of the previous fiscal year, and 
since some of these payments were for veterans in training during the previous 
fiscal year a distorted average unit cost resulted. It is estimated that the 
average cost per trainee during fiscal years 1958 and 1959 will be $1,130 each 
and $1,128 respectively. 

KOREAN CONFLICT 


The estimated requirements for Korean conflict trainees under Public Law 
550, 82d Congress, have been determined by projecting the program trends 
based upon the number of applications received for training and the estimated 
number of eligible separatees from the military service. Due consideration also 
has been given to other known factors affecting the program. Funds required 
for education and training benefit payments for Korean conflict trainees and 
unit cost per trainee are shown below : 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1957 1958 1959 
Average number trainees: 

Higher learning --. _-- i ita ln eelmalcacseashansebaesgenl 304, 554 297, 500 254, 000 
Below college. __._-_- pools Ss Sie cs eb od sacked 155, 493 145, 000 127, 000 
Correspondence..-__._- menions Sapien paiva Lincs aetna 21, 163 21, 500 19, 000 
Institutional-on-farm______. wid. Vuaseee Esco deee 37, 528 33, 000 28, 000 
Job training - _------- ho ah keane ep < nobepeied 55, 748 43, 000 32, 000 
Te Se Ba ck. $56 5. ck ct oiled sdb eae 574, 486 540, = 460, 000 
Ee pe Sain tiniaiegteaedies ici ceeieinttaaiar ial $1, 335. 45 $1, $1, 338 
Total cost. rig bie A Bas be tccuees | $767, 197,066 | $721, 832, 000 | $615, 576, 000 


WAR ORPHANS 


The fiscal year 1957 actual cost of $1,949.80 per trainee under the recently 
enacted War Orphans Educational Assistance Act, Public Law 634, 84th Congress, 
is unduly high because of the disproportionate amount of retroactive payments 
which characterized the early months of the program. The requirements esti- 
mated for fiscal years 1958 and 1959 are based on $110 per trainee per month 
which is the maximum payable. The estimated funds required for this program 
in fiscal years 1958 and 1959 and the unit cost per trainee are shown below: 





| 
Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal vear 
1957 1 | 1959 

Cibletietaiss corns ss ici Die a $2,351,453 | $5, 940, 000 | $9, 240, 000 
Average number trainee8__.................--.--.-2.2.---..- 1, 206 | 4, 500 | 7, 000 
Average cost per traimee---.........-.....-.- i bene naibe wavehinan $1, 949. 80 $1, 320 $1, 320 
Total education and training........................-.-.-----. $776, 456, 090 | $728, 902, 000 $625, 098, 000 
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LOAN GUARANTY 


Workloads and average cost supporting the 
ments are as follows: 








loan-guaranty activity require 


Actual, Estimated, | Estimated, 
fiscal year |. fiscal year fiscal year 
1957 1958 1959 
Interest gratuities: | 
Nt OOO sa ink st ns coat oe Rtas eibinhasdecess . . SN in ipsa tbe tebeecume 
Number of payments____ Silas has. oon ete Rebeicnene astliaeees ore 
SPOR: Libis dvinh. oS Jccncumadwenkindddnantnabaea’ SI Btrtictrtnts bse nmekbddeiens 
Claims paid: 
SY Ca i nat kt Gc ae ids a ae iaicciees ogi anata $8, 183,945 | $10, 209, 000 $10, 323, 000 
Dhamnles alan Bb nos 66 oa oss, 5 oink os Ses aa ake eseas 6, 66 8, 300 8, 
EE I ive ince ces noe tmonhndentiibwens $1, 227.35 $1, 230 $1, 240 
Loans and property acquired: 
COGN cane hcl ae i See aL $51, 875, 367 $70, 131, 000 $71, 232, 000 
Numpber of soquileitions. 52: - 2 625. sce. ts teen cus 5, 690 7, 690 7, 770 
Average cost per acquisition. ............................- $9, 116. 94 $9, 120 $9, 168 
Totes ne quareney: fo. eee ee oe $60, 125, 296 | $80, 340, 000 $81, 555, 000 





Workload forecasts of the above program activities appear in the loan- 
guaranty section of the submission on “General operating expenses” appropria- 
tion and relate to benefit costs as well as determining man-year requirements. 


SPECIAL ASSISTANCE TO DISABLED VETERANS 


Vocational rehabilitation 


The estimated requirements for tuition, supplies, and equipment for Public 
Laws 16 ond 894 trainees are shown in the following tables: 















































| 
Actual, | Estimated, | Estimated, 
fiscal year | fiscal year fiscal year 
| 1987 =| Ss «1988 1959 
<i —' 
Average number trainees oe Laws 16 and 894 combined): } 
Higher learning _. sgl le i a a 6, 574 | 5, 500 5, 100 
Below college waigahvaudsseuaraeil 4, 829 | 4, 200 3, 600 
TinOOimt Ram ea r= 1, 524 1, 300 1, 000 
Job training aoaeda 3 3, 708 3, 200 3, 100 
PUNE oo ean i aos ensecene =. 16, 635 14, 200 12, 800 
Tuition: Fe ‘ 
Total tuition cust. .2i0 ts ABU Ake $7, 780, 048 $6, 875, 000 $6, 063, 000 
A yer number trainees for which tuition is paid (exclud- 
Sa SOO ie os Satis 5 hs 555) te Hak h cinco eh SEES 12, 927 | 11, 000 9, 700 
Average cost per ‘trainee__ = swine $601. 84 $€25 $625 
Supplies and equipment: 
TReMewe AS. LE LG TO saga see $1, 200,901 | $1, 065, 000 $960, 000 
A VORES ENNET THUMIIOE. <5 dance con ccbbepepcecaspaeecea 16, 635 14, 200 12, 800 
Average cbat per Graies. ..........5.60..,.1081,4..55385 72.19 $75 $75 
Total vocational rehabilitation._.....................-..- | $a, 280, 049 | $7, 940, 000 $7, 023, 000 











HOUSING GRANTS 


Under the provisions of Public Law 702, 80th Congress, as amended by Public 
Law 286, S8ist Congress, the Veterans’ Administration was authorized to approve 
grants of especially adapted housing to veterans having suffered the loss of, or 
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loss of use of, both feet, and to paraplegic veterans. The estimates for fiscal years 
1958 and 1959 are shown below : 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 


1957 1958 1959 
a  osesbeieiidinhneoeniinaiaes $4, 157, 362 $4, 275, 000 $4, 085, 000 
SE a ica heen wed awed pd adincammoemaibeh aimed 444 450 430 
EE ET BE iv wcscows ons cnnededues-acsiseaupsecarn $9, 363. 43 $9, 500 $9, 500 





AUTOMOBILES AND OTHER CONVEYANCES FOR DISABLED VETERANS 


Estimates of payments for the purchase of automobiles and other conveyances 
in fiscal years 1958 and 1959 have been based on the experience reflected since 
the enactment of Public Law 92, 84th Congress, approved June 21, 1955, which 
extends the time for filing applications to October 20, 1956, or 5 years after date 
of discharge or release from active service, whichever is the later; except that, 
in case the requisite disability occurs subsequent to discharge or release, appli- 
eation may be made within 3 years after occurrence. Notwithstanding these 
time limits, otherwise eligible veterans may apply within 1 year from date on 
which entitlement to compensation for the requisite disability has been deter- 
mined by VA. 

This activity was under a separate benefit appropriation heretofore, but is 
being combined with this appropriation beginning with fiscal year 1959. 

The estimated requirements for fiscal years 1958 and 1959 are shown below: 





Actual, Estimated, | Estimated, 











fiscal year fiscal year fiscal year 
1957 1958 1959 
Nd eater taka cc adpanidiietbcsesmsasecconsccsessal yp Oe eee $687, 916 $432, 598 
Number of conveyances__.__ _- Sekiclieelnsnicebiem tmasnaipbianbitinaasieday 625 430 271 
Approximate cost per conveyance..................--...---... $1, 600 $1, 600 $1, 600 
Total special assistance to disabled veterans............- $14, 138,329 | $12, 902, 916 $11, 540, 598 


Mr. Tuomas. These tables detail the subsistence, tuition, and sup- 
plies and equipment costs provided by Public Law 346; and education 
and training allowance under Public Law 550, and those expenses 
authorized by Public Law 634, the War Orphans Act. 

Mr. Monk. Yes, sir. 

Mr. Tuomas. It gives the breakdown here on education and train- 
ing for World War II, Korean, and war orphans—a total of $625 
million for 1959, which is a decrease of $103,804,000. Then the table 
dealing with loan guaranty and claims goes up to $81,555,000 against 
$80,340,000, or an increase of $1,215,000, 

What is the reason for that increase ? 

Mr. Monx. Just a larger number of loans available to pay claims 
on. The incidence does not go up. 


Mr. Tuomas. It is primarily your loans; is it not? 
Mr. Monk. That is right. 


EpucaTION AND TRAINING 
PARTICIPATING INSTITUTIONS 


Mr. Tuomas. How many institutions do we have where the veterans 
are going—the service-connected and the non-service-connected, the 
original Public Law 346 and Public Law 16? 

Mr. Monx. Yes. 
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Mr. Tuomas. How many institutions under each category there? 

Mr. Monk. I do not have that broken down. 

Mr. Tuomas. Will you insert it—— 

Mr. Monn. We have roughly 10,000 educational institutions with 
veterans enrolled. 

Mr. Tuomas. Will you insert it in the record at this point, and the 
number of students going to each ? 

Mr. Monx. I would not have that. 

Mr. Tuomas. Why not? 

Mr. Driver. Do you mean, Mr. Chairman, each individual univer- 
sity or each type of institution ? 

Mr. Tuomas. Each individual university. Under existing law, 
these veterans go to the school of their own choice, do they not? 

Mr. Monx. That is correct. 

(The following information was submitted later :) 


Number of beneficiaries in training, end of month 


Number of schools participating: 
i tia i de 6h bn te dieat tas salkiegie wen canis idler daains tindilli nina acile tab al Seating dapat ieee a eet 2, 600 
Ceier Gpmeenb ios. el CS aE a SB ee 8, 000 





| 


Percent change 
from— 


Public law and type of training facility Decem- | Novem- | Decem- 


ber 1956 | ber 1957 | ber 1957 | | 
Decem- | Novem- 


ber 1956 | ber 1957 





















bth Bi ws ated tein Aah alle shaban abdines a 1, 792 625 609 —66. 0 —2.6 
SUNN oO Pea doit onsale a cssuttnis wilt Regie annie 1, 145 406 405 —A. 6 —.2 
Other school, total__.__. semaine 92 184 —62. —5.6 

Correspondence -- - - __- (286) (138) (127)| (—55. 6) (—8. 0) 
Instruction on farm___...-._- 15 —84. 2 —16.7 
ipa WR. £9506 525 cncle dsb hata eae 60 6 5 —91.7 —16.7 

=== SS } 

NE BOONE TR. oc tS ag tthe wehaesnbcabineces 1,771 1, 471 1,444| —18.5 —1,2 
tN RT 5 BoE tale OF ir etal: 4 547 7 358 —34. 6 —2.5 
i ee 890 771 754 —15.3 —2.2 
Fnstresceyen 0p fermi: <5... sins nb emennnee 93 85 86 -7.5| +12 
BR AEE ARMED BS aN Le oe 241 238 246 +2, 1 +3.4 

Pulls Law 0Riicsanks. le a eee 763,529 | 703,251 | 692,400| —9.3| —1.5 
I A tin cinntne ce ahs bvemctbiametadcniedae 476, 759 445, 942 444, 983 —6.7 —.2 
Oaher eenees, Geet. 5-3 50.002 eel SE 193, 424 185, 588 178, 191 —7.9 —4.0 

eau ladiaatll 5 22, 869 22, 76 +8.5 —.5 
Retremtien, a SeeTR. oo nc. sh in endo 37, 043 31, 866 31, 074 —16.1 —2.5 
On the job__........-. Ml nag talent eecrcto ten xcob anes aimed 39, 855 38, 152 —32.2 —4.3 

NE IA Mi iineatediinciitenen-cabceeraadahdeineoeden itive 17, 030 14, 752 14, 387 —15.5 —2.5 
ES SS SS Sy a Tey lees 8, 086 964 6, 853 —15.2 —-1.6 
EGOS WEE on kc bdan ns tse ccbs abe enbéueesuneded 4, 093 3, 691 3, 565 —12.9 —3.4 
Instruction on farm___..........-. jamais aha db 1, 405 1, 183 1, 084 —22.8 —8.4 
ae a 3, 446 2,914 2, 885 —16.3 —1.0 

Pani Rate Bases ssssicpninnchsialeeipenebatbneete 1,430} 4,459| 4,857] +232.7| +89 


NG os feilii ln iin nay jennie eeghine ate 
Other school 








Source: VR&E monthly reports VA Form VB 7-5465 prepared by: Reports and Statistics, Office of Con- 
oller, DVB, RCS VBC4-36. 


Mr. THomas. But you make payments to those schools; do you not? 
Mr. Monk. Only under the old law, the World War IT law. 

We make the payments under the Korean law directly to the veteran. 
Mr. Tuomas. You do not make any payment to the university ¢ 

Mr. Monk. We pay no part to the university ;.that is right. 


i 
: 
| 
| 
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Mr. Tuomas. What contact do you have with the university? That 
is what we are getting to now. 

Mr. Monx. We have very little other than the checking we do to see 
that they are reporting correctly the attendance of these students in 
the institution. 

Mr. Tuomas. What is the amount payable to each veteran per 
month ? 

Mr. Monx. It varies in accordance with the dependents; but under 
Public Law 550, if the veteran has no dependent and he is going to 
school, it is $110 a month; 1 dependent, it is $135 a month; and more 
than 1 dependent, it is $160 a month. 

Mr. Tuomas. That is Public Law 550. What about Public Law 16? 
Mr. Monx. Old 16, we paid to the veteran with no dependent $75; 
$105, 1 dependent; $120 with more than 1 dependent. That we paid 

to the veteran. 

Mr. THomas. Was that college level or below college level ? 

Mr. Monx. It did not make any difference, so long as he was in 
school. 

Mr. Tuomas. What about Public Law 16; that is, service connected ? 
What number of them are in training now? 

Mr. Monx. The old Public Law 16 areincluded. 

Mr. Tuomas. Cumulative. 

Mr. Monk. We are estimating in schools now ? 

Mr. Tuomas. Yes. 

Mr. Monk. In schools of higher learning, we are estimating 5,100 
for fiscal year 1959. 

Mr. Tuomas. What is below college level ? 

Mr. Monk. About 3,600. 

Mr. Tuomas. So that is a total of about 8,700 or 8,800; is that right? 

Mr. Monx. That is all in schools: 8.700 in schools; 1,000 in institu- 
tional on-the-farm; and 3,100 in job training, making a total of 12,000 
in all. 

Mr. OstertaG. Do you pass on the qualifications of the school ? 

Mr. Monx. No,sir. The States do that basically. 


COST TO INSTITUTIONS FOR EDUCATING VETERANS 


Mr. THomas. What part of that allowance you give to service-con- 
nected and non-service-connected veterans goes to the institution for 
those courses and the institution’s costs of such courses ? 

Mr. Monk. In the case of the service-connected, we pay for the vet- 
eran directly to the school what that school would charge any other 
student. 

Mr. Tuomas. Over and above his allowance? 

Mr. Monr. Yes, sir; over and above his allowance. That is right. 

Mr. TxHomas. What about Public Law 550 veterans? 

Mr. Monk. Under Public Law 550, the veteran must pay to the 
institution what the institution would charge that individual if he 
were not a veteran. 

Mr. Tuomas. What is that amount for both 16’s and 550’s? 

Mr. Monk. It varies considerably. 

Mr. THomas. We know that. 

Mr. Monk. We do not know under 550 because the veteran makes 
that arrangement. 
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Mr. Tuomas. It comes out of his regular check; is that correct ? 

Mr. Monk. Yes, that is right; and it depends on whether he goes to 
a State school or a private school, and so forth. 

Mr. Tuomas. Do you know what that amount is? 

Mr. Monx. It would depend entirely on the school selected by him. 

Mr. Tuomas. That information ought to be available to everybody, 
as it is of interest to everybody. It is particularly of interest to this 
committee for the reason that other agencies of the Government who 
are about to get into the educational program in a rather sizable man- 
ner are always talking about requesting sums to pay to these educa- 
tional institutions by virtue of the fact that people cannot go to school 
until the universities have funds to supply equipment, building space, 
and maybe operating expense—salaries and expenses we are going to 
have to pay. j 

What part of this veteran’s check goes to that institution for salaries 
und expenses, we will say ¢ 

Mr. Monk. We pay for Public Laws 16 and 894 veterans an average 
' of $625 a year tuition and $75 supplies. That is $700 a year. 

Mr. Tuomas. All right. 

Mr. Monx. Of course, that would vary in the individual case. 

Mr. Tuomas. $700 and the veteran gets about $1,300 or $1,400 in 
addition to that, depending on his dependency status ? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. It is a fair statement to say that about 50 percent 
over and above his allowance goes to the university to take care of 
administrative costs while he is going to school. What about Public 
Law 550 veterans? 

Mr. Monx. And, of course, we do not know what the 550 veteran 
pays. 

Mr. Tuomas. You are bound to have a pretty good idea, if you do 
not know, because you operated under the old Public Laws 16 and 
346, where you paid it all. 

3 Mr. Monk. They go to the same schools as these 16’s and 346’s 
id. 

Mr. Tuomas. What is the figure? 

Mr. Monx. It would be about the same, an average of about $700 a 
year. 

Mr. Tuomas. Would you say generally that where a student goes 
to the university, whether he is graduate or undergraduate, that it 
requires a fair rate to the school to take care of that graduate student 
of about $700 a year? 

Mr. Monk. No, sir. State universities do not charge tuition that 
covers the cost of their instruction. An awful lot of these students 
go to a State-supported institution. 

Mr. Tuomas. What would be a fair figure, regardless of whether 
the institution of learning is supported by private funds or taxpay- 
ers’ money ¢ 

What would be a fair estimate of its administrative cost—salaries 
and expenses, we will say—for a student that is doing graduate work 
in that institution ? 

Do you have a recent figure based upon what the Veterans’ Admin- 
istration’s experience has been ? 

If the Veterans’ Administration does not know what these figures 
are, these other governmental agencies are certainly going to have to 
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do a lot of guessing, because you have had more experience than 
all of them put together, have you not? 

Mr. Monk. Yes, in this field. 

Mr. Tuomas. Go ahead. What is your best guess, Mr. Monk? 

Mr. Monx. The cost for educating a student in an institution, 
including the teachers’ salaries and overhead ? 

Mr. Tomas. Salaries and expense. 

Mr. Monx. Mr. Chairman, I would not have the slightest idea. 

Mr. Tuomas. How did you arrive at that $700 that you paid to 
institutions under Public Law 550? You had many a conference here. 
They came not only from every State in the Union, but almost every 
institution in the country. 

Mr. Monk. Yes, sir; and I was never told we paid them enough 
money. 

Mr. Tuomas. What about it, Mr. Kelsey? You are an oldtimer. 
This was in your bailiwick at that time ; was it not? 

Mr. Keusry. No, sir. 

Mr. THomas. Who was it? 

Mr. Ketsey. That was in Mr. Stirling’s office at one time. 

Mr. Mons. The $700 covers everything. When you mentioned 
graduate study, it puts quite a different light on it. 

Mr. Tuomas. I do not know why it should. 

Mr. Jonas. Does the amount you pay the institution differ in any 
respect from the amount the institution charges the student who is not 
a veteran ? 

Mr. Monk. Not now. It would under the old law in certain cases, 
but under the present law it does not. 

Mr. Jonas. The National Science Foundation contends that in addi- 
tion to the regular dues and regular fees, it ought to pay the institu- 
tion a sum of money to help defray general expenses. 

Mr. Monk. We had that problem, Mr. Jonas, in the old GT bill. 

Mr. Wurrrier. Mr. Chairman, perhaps I am just stating the obvi- 
ous, and you probably are more informed than I because I come to it so 
recently, but in the original bill there were many holes. I think it 
was the Committee on Veterans’ Benefits that conducted a study then, 
and it is available. The new law was passed, I think, in an effort to 
plug up the holes. 

We do have that study available if anybody would like to see it. 

Mr. Osrertac. Do you mean the time they put the responsibility on 
the veteran instead of the school ? 

Mr. Wurirrrer. Yes, sir; but that does not answer the question that 
the chairman asks. 

Mr. Monk. We had a situation under the old law where if the insti- 
tution alleged that the charge was insufficient to permit the institution 
to train the veteran, or if they had no tuition charge established, as 
such, as many institutions did not have at that time, then the Adminis- 
trator was authorized to pay what was called an adjusted tuition to 
cover teaching expense, and supplies for instruction. In many cases 
we paid for the veteran what a nonresident student would pay, even 
though the student was a veteran resident. 

Mr. THomas. What was that adjusted figure ? 

Mr. Monk. That adjusted figure, I would say, would average about 
$300 a year. That was over and above what the student would have 
paid, had he been paying the bill from his own pocket. 
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Mr. Jonas, But you are not doing any of this now? 

Mr. Monk. None whatever. 

Mr. Jonas. I do not think any State institution should charge the 
Federal Government more money for tuition than it charges students 
who are not veterans, particularly if they are citizens and residents. 

Mr. Kersey. The veterans are from out of State sometimes. 

Mr. Jonas. They admit them, do they not, even though they are 
not residents ? 

I doubt if you will find a State institution in the country that does 
not accept out-of-State students. 

Mr. Tuomas. They surround it with a lot of formulas. 

Mr. Driver. They do not have to. 


Mr. Wuirtier. You are right, Mr. Chairman; it is surrounded with 
a lot of regulations. 


Mr. Jonas. I know that, but if you look at the football roster in 
most schools, you will find out they do it. 

Mr. Wurrrier. I think I know a little of that. In Congressman 
Boland’s district or neighboring it, there is the University of Massa- 
chusetts. 

The number of those who desire to get into college is very heavy. 
I think last year the university had 7,000 requests. 3,000 of those 
were judged eligible, and the school could take only 1,100. Because 
of severe pressures from the legislature to accept local people, the 
school officials now take only haieiceiie students. I think that 
some type of pressure reacts in many other places because of the tre- 
mendous demand from young people to get into college. 


Mr. Tuomas. It is a headache for the school, there is no question 
about that. 


Off the record. 
(Thereupon, there was a discussion off the record.) 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


Program and financing 





1957 actual | 1958 estimate 1959 estimate 


| 
Program by activities: 



































1. Medical care and treatment of veterams-_.._...........--- $2, 000, 000 $1, 500, 000 $1, 250, 000 
2. Construction and equipping of hospitals_..............- ‘ 290, 270 OOOO tos. 2 tk 3 
Total program (costs—obligations) _................---- 2, 290, 270 1, 509, 964 1, 250, 000 
Financing: 
Unobligated balance brought forward.._..........-.......- —300, 234 OE citiesienaitdocncn Stas 
Unobligated balance carried forward____...........-._..---- meee 33k. Sas 
Appropriation (new obligational authority) -..........-- 2, 000, 000 1, 500, 000 1, 250, 000 
eigen 
Object classification 
| 1957 actual 1958 estimate | 1959 estimate 
11 Grants, subsidies, and contributions. ____-- dear gest. | $2,290,270 | $1,509,964 $1, 250, 000 





Mr. Tuomas. Now, let us go to “Grants to the Republic of the 
Philippines.” 
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Miss Reporter, would you please insert in the record at this point 
pages 13-1 and 13-2, dealing with grants to the Republic of the Philip- 
pines, $1,250,000 this year. 

(The pages referred to follow :) 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES, $1,250,000 


Summary of requirements 























Actual, Estimate, | Estimate, | Increase (+-) 
fiscal year fiscal year | fiscal year | or decrease 
1957 1958 | 1959 (—), 1959 
over 1958 
a —_—-_— — — | — —- — — 
Medical care and treatment of veterans: | 
Average number patients: | 
Contract hospitals__._- : 19 18 | Aten k 
New Philippine veterans hospite | ye 544 436 345 —91 
Total. icaracilel 563 454 | 363 | ~91 
Patient days: ; Me 
Contract hospitals = 6, 935 6, 570 6, 570 |___- 
New Philippine veterans hospital _- 198, 560 159, 019 | 125, 835 —33, 184 
Total __- , adewort 208, 495, 165, 589 | 132, 405 —33, 184 
Cost per patient day: Fe ae iC | G ae Pw aie ae r 
Contract hospitals _-.---.....-.._-...-- $5. 15 $4. 67 $4. 67 . i 
New Philippine veterans hospital _. _- 9. 89 9. 24 9. 69 +0. 45 
Total average.....-._..-.-.---_------ 9.73 9. 06 9. 44 | +$0. 38 
Summary by type cost: . - " j oe igi 
Contract hospitals__...........-.....-- $35, 748 $30, 660 = 660 |__ 
New Philippine veterans hospital. - ---- 1, 964, 252 | 1, 469, 340 , 219, 340 — $250, 000 
I as ote tiie shen > titig inthe 5 phies 2, 000, 000° - 500, 000 1 250, 000 —250, 000 





The budget estimate as submitted by the Republic of the Philippines contem- 
plates an average patient load of 568 and 518 for fiscal years 1958 and 1959, 
respectively, at a total cost of $1,886,417 and $1,798,650, respectively. It is 
apparent that unless costs are reduced below the budget estimate, or additional 
funds are made available by the Republic of the Philippines, it will not be possible 
to maintain the average patient load contemplated by the Philippine Government. 

The funds requested under this title are for payment of grants-in-aid to the 
Republic of the Philippines as reimbursement for medical care and treatment 
furnished eligible veterans in the Philippines in accordance with section 4 of 
Public Law 865, 80th Congress, as amended. 


MEDICAL CARE AND TREATMENT OF ELIGIBLE VETERANS 


The aforementioned act authorized $3,285,000 per year, not to exceed 5 years 
for hospitalization in contract hospitals or the new Philippine veterans hospital 
if completed prior to the expiration of the 5-year term. The otal original author- 
ization, therefore, was $16,285,000. Of this amount, a total of approximately 
$6 million was expended by December 31, 1954, which was the end: of the 5-year 
period. 

The extension amendment, Public Law 421, 83d Congress, authorized the 
following reimbursement on a calendar-year basis: 


I RO BE eel es ie nk ee ee $3, 000, 000 
a INI Ti itd icattpeps ce tekonige sine Ah sdietvseniicmnals edtibbetaiptmnnchiea abidantnaioas 2, 500, 000 
I I casa idan lil shelton daa line Aan di oeclaitid 2, 000, 000 
I ce ctises seecanivigeel coh aoterretrns ob Sep apeteh acta taeredh er dyaesoenenantiddiiuias ene 1, 500, 000 
I I SIN em ws acc Soca a ae ane ae cae ech aes dan ecg bac beens nscaeiceee 1, 000, 000 


The present appropriation request of $1,250,000 for fiscal year 1959 accords with 
the limitation prescribed for calendar years 1958 and 1959. 
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CONSTRUCTION OF NEW PHILIPPINE HOSPITAL 


Public Law 865, 80th Congress, also authorized the Administrator to reimburse 
the Republic of the Philippines not to exceed $22,500,000 for construction and 
equipping of a hospital for those veterans with service-connected disabilities. 
$9,400,000 was subsequently appropriated for this purpose. By June 30, 1957, 
a total of $9,390,036 had been expended and the hospital in Manila is now 
virtually completed except for minor expenditures for ground improvement and 
installations. This hospital was inaugurated on November 20, 1955, and began 
accepting patients around the lst of December 1955. Construction contracts 
for 50 beds for neuropsychiatric patients were authorized to be awarded on 
July 28, 1955. This construction, being paid for from within the $9,400,000 
originally appropriated, has also been completed. 

Mr. Tuomas. In 1957 we had $2 million; and last year, $114 million; 
and it has come down to $114 million. 

This is for medical care and treatment of eligible veterans in that 
nice hospital that we built. 


The budget estimate as submitted by the Republic of the Philippines contem- 
plates an average patient load of 568 and 518 for fiscal years 1958 and 1959, re- 
spectively, at a total cost of $1,886,417 and $1,798,650, respectively. 

What are we paying ? 

Mr. Monx. We are paying on an actual reimbursement basis, At 
present the cost is running about $9.50 a patient-day in our money. 

Mr. Tuomas. What are we paying? All of it or half of it or what? 

Mr. Monk. We are paying up to now all of it. There have been no 
funds provided for that hospital yet except those provided by us. 

Mr. THomas (reading) : 


Public Law 865, 80th Congress, also authorized the Administrator to reim- 
burse the Republic of the Philippines not to exceed $22,500,000 for construction 
and equipping of a hospital for those veterans with service-connected disabili- 
ties. Nine million four hundred thousand dollars was subsequently appropri- 
ated for this purpose. 

They tell me you have one of the nicest hospitals in the country over 
there. 

Mr. Wurrrier. It isa very beautiful hospital. 

Mr. Tuomas. I mean it is much above everything else. 

Off the record. 

( Discussion off the record. ) 

Mr. Tuomas (reading) : 

By June 30, 1957, a total of $9,390,036 had been expended, and the hospital 
in Manila is now virtually completed except for minor expenditures for ground 
improvement and installations. This hospital was inaugurated on November 20, 
1955, and began accepting patients around the Ist of December 1955. Construc- 
tion contracts for 50 beds for neuropsychiatric patients were authorized to be 
awarded on July 28, 1955. This construction, being paid for from within the 
$9,400,000 originally appropriated, has also been completed. 

What does that 50 beds consist of? Is that a separate and distinct 
building? 

Mr. Engar. Yes, sir; it is separate and distinct. 

Mr. THomas. What did it cost ? 

Mr. Epear. Originally $22 million was authorized. 

Mr. Tuomas. You wanted $22.4 million, but you built it for $9 
million. 

Mr. Kexsey. If you recall, that $22 million was the authorization, 
and the most requested at any time was $14 million. 

Mr. Tuomas. $14 million or $15 million ? 


21543—58—pt. 1—_—-49 
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Mr. Kersey. Yes, $14.4 million. 
olen Tosas. What did that 50-bed NP building cost, Colonel 

gar? 

Mr. Enear. I will have to get the breakdown for you on that. We 
have that, and we have the breakdown for each subcontractor. 

Mr. Tuomas. How many beds are there in the hospital 

Mr. Epear. Seven hundred and twenty-two. 

Mr. Tuomas. How many buildings? Do you have 12 or 15 build- 
me or how many? How much did they actually cost? 

r. Monk. The actual authorized cost on the NP building was 
$393,500. 

Mr. Tuomas. And it is for service-connected veterans, and it is 
costing $9.50 a day ? 

Mr. Monx. Approximately; yes. 

Mr. Tuomas. How many applications for admittance do you have 
in the hospital ? 

Mr. Monk. I have the patient load in the hospital for the first 6 
months by month, if you would like that. 

Mr. THomas. You have 518 against 568 for the 2 years 1959 and 
1958. How many applicants do you have? This is patient load. Is 
that your total application ? 

Mr. Monk. Since the hospital is not full, certainly, I do not be- 
lieve there are patients being denied admission. 

Mr. Tuomas. That would be a logical answer anyway, wouldn’t it, 
for a 750-bed hosiptal ? 

Mr. Monk. It is 722. 

Mr. ToHomas. What about your 50 NP beds? 

Mr. Epear. That is included. 

Mr. Tuomas. Allright. Thank you. 


Drrect Loans TO VETERANS 


Mr. Tuomas. Miss Reporter, would you insert in the record at this 
point pages 14-1 and 14-2, direct loans to veterans. 
(The pages referred to follow :) 


Drrect LOANS TO VETERANS AND RESERVES, VETERANS’ ADMINISTRATION 


Loans are made to veterans for the purchase, construction, or improvement 
of homes, including farm residences, only where guaranteed private mortgages 
cannot be secured. The proceeds of loan repayments and loan sales are avail- 
able to June 30, 1958, for making additional loans. Appraisal and foreclosure 
expenses are met from interest income, and administrative expenses are borne 
by the appropriation for general operating expenses, Veterans’ Administration. 
Authority to make loans expires June 30, 1958. However, disbursements against 
loan commitments made prior to that date will continue. By the close of 1959, 
outstanding loans to veterans are estimated to be $688.1 million, an increase of 
S168 million over 1957. 

Borrowing authority in the amount of $733.5 million has been exercised 
through June 30, 1957. No additional borrowing authority is authorized for 
i958 or 1959. In 1958 principal repayments and funds derived from sale of 
loans are available for lending. It is estimated that a favorable cash position 
will permit the return of $40.1 million to the Treasury during 1959. 

As reflected in “Sources and application of funds,” the purchase and resale 
of properties resulting from foreclosures on defaulted loans involve primarily 
wn exchange of noncash assets (i. e., loans receivable versus real property) 
although cash expenditures and receipts also result. 
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The net budgetary expenditures were $76.8 million in fiscal year 1957. It is 
estimated they will total $144.6 million in 1958, whereas in 1959, following the 
expiration of lending authority, it is expected that receipts will exceed expendi- 
tures by $4.9 million. Interest earnings of $32 million are anticipated in 1959, 
which is $12.8 million over 1957. Expenses are expected to increase only $6.8 
million resulting in an improved net income for 1959 or $5.5 million, and increas- 
ing retained earnings to $54 million at the end of the year. The net principal of 
the fund as of June 30, 1959, is estimated at $690.4 million, a decrease of $40.1 


million from June 30, 1957, reflecting the return of that amount to the Treasury 
during 1959. 


Workload, average loan, and total cost 











Actual, Estimated, Estimated, 
fiscal year fiseal year fiscal year 
1957 1958 1959 
Number of loan commitments (obligated) ...............-- 17, 813 27, 060 Gea cs aha 
Amount of loan commitments (obligated)_............-__- $135, 481, 602 $206, 736, 986 |. .......-...-- 
Number of loans closed and fully disbursed --__........__-- 15, 380 25, 000 6, 606 
Average per loan closed and fully disbursed._..._...._.__- | $7, 606 $7, 640 $7, 640 
Total loans closed and fully disbursed... omuibanltath dee $116, 974, 912 $191, 000, 000 468, 928 
Repayment of loans..................... ea $28, 616, 167 $33, 170, 000 $40, 000, 000 
_ f ) a ee a | $732, 816 $100, 000 100, 000 
pC a eS on ce SR $20, 862 $34, 000 $40, 000 
Net amount loaned - oneysahebusbicds bitty $87, 605, 067 $157, 696, 000 $10, 328, 928 
Loans a * end of: year: | 
Number. __-- pig sebeenis Lastenliche danced tele <dgenss 80, 434 101, 610 102, 704 
Amount-___- 





pCaatindkdnondegpwomepaddeningetnaidetmaiie $520, 093, 149 $677, 789, 149 | $688, 118, 077 


Statement of revenue, expenses, and retained earnings 





i esa iinet 
Actual, | Estimated, Estimated, 


fiseal year | fiscal year fiscal year 
1969 














| 
| 1987 | 1958 


| 
{ 
tia ET 
Lending program: 
SI pine nnividenrackashieb ene abiideeieac aan | $19,826,739 | $27,000,000 | $32, 091, 000 














Tin vette ine ae RT aad 12,084,122 | 15, 754, 000 18, 880, 000 
Net opetatiing MeetitsgacincesSoncsscpes ccsetbinscciectased | 7, 742, 617 | 11, 246, 000. | 13, 211, 000 

Nonoperating income: "| 
Proceeds from sales of properties_-_......................-. 624, 025 700, 000 | 750, 000 
Net book value of properties sold (—)-_.-.........-....----- | —615, 090 | —685, 000 | —725, 000 
Net gain from sale of properties.._..............--.--.-- 8,935. 935 | 15, 000 25, 000 











Wet incodne Tar Une Pele i. 4) etl i cui eee | 7, 751, 552 | UL, 261, 000 | 13, 236, 000 
Retained earnings, beginning of year...................-.....- 21,718,924 | 29, 470,476 40, 731, 476 


btecktibesacmamibedadeuiie | 2 29, 470, 476 | 40, 731, 476 53, 967, 476 





Retained earnings, end of year 


Mr. Tuomas. What is the status of that program ? 


Borrowing authority in the amount of $733.5 million has been exercised 
through June 30, 1957. 
That was the Treasury authorization, was it not ? 

Mr. Ketsry. Yes, sir. 

Mr. Tuomas. No additional borrowing aoe 2 is authorized for 
1958 or 1959. When does that authority expire 

Mr. Monx. The direct loan authority expires in 1958. 

Mr. Tuomas. June 30, 1958? 

Mr. Monk. That is right. 

Mr. Tuomas (reading) : 


In 1958 principal repayments and funds derived from sale of loans are avyail- 
able for lending. It is estimated that a favorable cash position will permit the 
return of $40.1 million to the Treasury during 1959. 


What rate of interest does it bear to the Treasury ? 


—————— 
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Mr, Sweenny. The current rate is 35g. I think we are actually 

pa nee Treasury an average of around 3.1. 
HoMAS. What are you charging the veteran ? 

Mr. Sweeney. 414. 

Mr. THomas. 3.1 and you get 44%. You are going to return $40.1 
million during 1959. Is that the sum total of what you will return? 
Is that a cumulative figure or just the 1959 figure ? 

Mr. Sweeney. It is cumulative through 1959, but the succeeding 
years, we will return, I would imagine, around $7 million a year. 

Mr. Tuomas. You have a long way to go through 1959, if you are 
= going to return $40.1 million and you borrow $33 million. 

hat does it look like your ultimate loss will be? Can you come 
up with a reasonable guess ? 

Mr. Sweeney. I would say about 1 percent. 

Mr. Tuomas. Which will be more than 1 percent because you have 
an interest charge in there. 

Mr. Sweeney. Mr. Chairman—— 


ADMINISTRATIVE COSTS 


Mr. Tuomas. And you have an administrative cost figure that 
you are not charging to the fund ? 

Mr. Sweeney. That is right. 

Mr. Tuomas. What will it all be when you consider your admin- 
istrative costs charge and your interest char ‘ge there that you are 
making? 

Mr. Sweeney. Mr. Chairman, I am not prepared here to give you 
a “guesstimate,” but I will be glad to supply one for the record. 

(The information is as follows :) 

It is estimated roughly that administrative costs in connection with the direct 


loan program have amounted to about $5 million cumulatively through December 
1957, an average of about $45.70 per loan. 


WRITEOFFS OF DIRECT LOANS 


Mr. Tuomas. I notice in your writeoff column it shows $20,862 in 
1957 ; $34,000 in 1958 ; and $40,000 in 1959. 

What does that mean? Is that the number of writeoffs? That is 
not in dollars, is it? 

Mr. Sweeney. That is dollars. 

Mr. Monx. Yes; that is dollars. 

Mr. Tuomas. That is not the number of writeoffs then ? 

Mr. Sweeney. Excuse me; yes; it is. 

Mr. Tuomas. That isin dollars? 

Mr. Sweeney. Dollars writeoff where we have property that is 
condemned or we have an uninsured hazard loss. 

Mr. Tuomas. You mean for the fiscal year 1958 your total loss to 
the fund will only be $34,000? 

Mr. Sweeney. No, sir; that is just writeoff like we have the act 
of God cases, like flood, or what we call uninsured hazards. 

Mr. Tuomas. Where is your figure showing your loss for 1958? 

Mr. Sweeney. Sir, we have no loss in the property per se because 
we created a surplus up through September of $33 million, and we 
anticipate that that surplus will be R 


40 million by the end of June. 


| 
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Mr. Tuomas. How do you create a sanphaneiey virtue of your in- 
terest charge and the ascending price of real estate # 

Mr. Sweeney. No, the difference between the cost paid to the Treas- 
ury and other miscellaneous fees in connection with the closing. 

As of today, the only writeoffs we would have—do you have the 
figure there ? 

Mr. Tuomas. You have only two sources of income. That is, you 
break in your interest charge, and that break is a point and a half; 
is it not? 

Mr. Sweeney. Yes, sir; and the mortgage on any property we 
acquire. 

Mr. Tuomas. By virtue of an ascending market ? 

Mr. Sweeney. It could be; yes, sir. 

Mr. THomas. What is that for 1958? What is the difference be- 
tween that and your loss for fiscal 1958 ? 

If you ever get a descending market, you are in trouble. 

Mr. Sweeney. It could be possible. 

Mr. Toomas. I know that. 

Mr. Sweenry. We hope not. 

Mr. Tuomas. I join you in that, too. 

Mr. Sweeney. $40 million is not a cumulative figure. 

Mr. Driver. What was it in 1957? 

Mr. Sweeney. $7,751,000. 

Mr. THomas. What is your horseback opinion for this year? 

Mr. Sweeney. $8 million. 

Mr. Tuomas. Losses? 

Mr. Sweenery. No, the accruals. The losses I have not estimated 
because the market has been so favorable, and with the termination 
of the program, I did not do that. 

Mr. Tuomas. What would that figure of $8 million be if you had 
not sustained some losses? You can come up with a reasonably accu- 
rate answer right quick. 

Mr. Sweeney. The actual expenditures charged to our surplus ac- 
count, we treat as losses for the year. I would say about $60,000 this 
next fiscal year. 

Mr. Tuomas. That surely is a good record. For what purpose are 
these loans made ? 

Mr. Sweeney. For the purpose of home construction, for the pur- 
chase of homes, and for the purchase of farms, and for the construc- 
tion of farm residences. 

Mr. Tuomas. Any businesses ? 

Mr. Sweeney. No businesses. 

Mr. Tuomas. Which shows the bigger proportion of loss—the 
homes or the farms account ? 

Mr. Sweeney. On the direct loans? 

Mr. Tuomas. Yes. 

Mr. Sweeney. It would be homes, because we made very few farm 
oans. 

Mr. Tromas. Proportionately, what would it be? I am thinking 
of the farms rather than the homes. 

Mr. Sweeney. Mr. Chairman, I do not have that breakdown. I 
will be glad to supply our information on that at a later date. 

Mr. Tuomas. What is your best guess? 





772 


Mr. Sweeney. I think about 85 percent on writeoffs on the home 
loans and about 15 percent on farms. 

Mr. Tuomas. By virtue of 71 in number, but what about percent- 
agewise, which one will suffer the largest loss? 

Do you have more losses percentagewise ? 

Mr. Sweeney. They are higher. 

Mr. Tuomas. No, not dollarwise, because it is out of proportion. 
Dollarwise which way would it be—in favor of homes? 

Mr. Sweeney. I do not have the figure. I will calculate it and 
supply it for the record. 

(The information is as follows :) 

As of the end of December 1957, we had made a cumulative total of 106,523 
direct loans for the purchase of nonfarm homes, of which 472, or 0.44 percent, 
had resulted in foreclosures. As of the same date, we had made a cumulative 
total of 2,885 farm and farmhouse direct loans, of which 2, or 0.07 percent, 
had resulted in foreclosures. 

Mr. Tuomas. These figures here are very interesting: 80.434 direct 
loans in 1957, that increase to 101,610 in 1958; 1959 is 102,704. 

I guess that is due to the tightness of money, but where are you 
going to get that money? You don’t have it for 1959, if your money 
goes by the board on June 30, 1958. 

Mr. Sweeney. We have an increase of some sales. 

Mr. Troomas. You mean from 1958? 

Mr. Sweeney. No, loans not closed by the end of the fiscal year. 
We figure we will have about 25 or 30 million dollars in 1959 for 
commitments prior to July 1, 1958. 

Mr. Kesey. The total of 102,704 direct loans in 1959 is a cumu- 
lative figure. 

FINANCIAL CONDITION OF PROGRAM 


Mr. Tuomas. Oh, I see. Now, Miss Reporter, would you please 
insert in the record at this point page 14-3. 
(The page referred to above follows :) 


Drrect LOANS TO VETERANS AND RESERVES 


Statement of financial condition 











| Actnal, Estimated, | Estimated, 
fiscal year fiscal vear fiscal year 
| 1957 1958 1959 
Assets: | 
I I  crshar sv rire smita eae | $252, 860, 623 | $108, 310, 199 $73, 092, 271 
Accounts receivable, net ___- a 540, 795 700, 006 800, 000 
Loans receivable, net: 
Direct loans to veterans_._...........-- ecmans Oiaiekeeee 520, 093,149 | 677,789,149 688, 118, 077 
Vendee loans___........--- Pecceh igen bce hewed 1, 234, 933 1, 684, 932 2, 134, 933 
Real property owned_.........---- ediennnconsceeankn 438, 991 453, 991 428, 991 
aS ins ines do cacti epee ------| 775,168,491 | 788, 938, 272 764, 574, 272 
Steen OONE hss.= sg incon snemenrh--cdendnandaaae 15,191,219 | 17,700,000} 20, 200, 000 
Government investment: : 
Interest-bearing capital start of year, net_.............--.- 581, 163,314 | 730, 506, 796 730, 506, 796 
Borrowings from Treasury during year, net__.__..._..__- 149, 343, 482 | _...-_..._...- —40, 100, 000 
a ah Serle ait oinaeecoel 730, 506,796 | 730, 506, 796 690, 406, 796 
Retained earnings. -__-._............- agbkldsth ph anno tphmdedden 29, 470, 476 40, 731, 476 53, 967, 476 





Total Government invéstment__.____- skisusdbiiescccede 759, 977,272 | 771, 238, 272 744, 374, 272 
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Mr. Tuomas. That gives a complete statement of your financial con- 
dition to the present. 
APPRAISAL OF PROPERTY 


Mr. Osrertac. Mr. Sweeney, I am not certain I understand how 

your aires loan works. You have your own appraisers for this, do 
ou not ! 

: Mr. Sweeney. We have the staff appraisers and we have fee ap- 

praisers out in rural areas. 

Mr. Ostertac. What is the basis for the appraisal? Is your ap- 
praisal intended to protect the loan of the veteran, and on what basis 
is the loan granted ? 

Mr. Sweeney. In connection with your first part, the appraisal is 
the current market value of that property to a prudent purchaser. 
That is about our general approach to it. 

Mr. Osterrac. To protect the veteran ? 

Mr. Sweeney. Not necessarily so, because we are representing the 
‘Government. 

But we like to say that the veteran on the one hand is paying a 
reasonable price for the property, and on the other hand, we are try- 
ing to make a secure loan because we are insuring it; but primarily, 
we ask the fee appraisers and our own people to review it wal establish 
the fair market value in the community. 

Mr. Osterrac. And you would do so up to what figure ? 

Mr. Sweeney. The maximum loan is $10,000; and we can make a 100 
percent loan if the valuation is something under $10,000. 

Mr. Ostertac. How about if the property is worth more than $10,- 
000 ? 
Mr. Sweeney. Then the veteran has to put up the equity in cash. 


VocaTIONAL REHABILITATION Revotvine Funp 


Mr. Tuomas. Now we are ready to go to the next item, “Vocational 
rehabilitation revolving fund.” 

Miss Reporter, would you please insert in the record at this point 
pages 15-1, 15-2, and 15-3, “Vocation rehabilitation revolving fund.” 

(The above-mentioned pages follow :) 


VocATIONAL REHABILITATION, VETERANS’ ADMINISTRATION, REVOLVING FUND 


This fund is used to make loans up to $100 to disabled veterans eligible for 
vocational rehabilitation who are without sufficient funds to meet their expenses 
(57 Stat. 43; 38 U. S. C., ch. 12 note). Repayments are used for new loans. A 
return to Treasury of $300,000 during fiscal year 1957 reduced the net appropria- 
tion to $400,000 on June 30, 1957. 

Administrative expenses for operating the fund are borne by the appropriation 
for general operating expenses, Veterans’ Administration. 
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Workload, amounts loaned and repaid 


1957 actual | 1958 estimate | 1959 estimate 





| rd nla samira oak ’ 
lg kg SSR ERO TS aE Ty Aon ase ee 3, 325 3, 000 3, 000 
Neen TN cht seed eee $100 $100 $100 
Number of loans outstanding ____._.._...............----..... 1, 740 1,740 1,740 
Average amount per loan outstanding._......................- $50 50 $50 
PIR SL: SESE es a Se te ee ee se $332, 507 $300, 000 $300, 000 
pees Oe NR a ee a se $342, 498 $300, 620 $300, 000 | 
ah i 
Statement of sources and application of funds 


1957 actual | 1958 estimate | 1959 estimate 


FUNDS APPLIED 
To operations: 











NS a TS ar ae EE SRE Aa be Ma $332, 507 $300, 000 $300, 000 
Increase in selected working capital___............-- aihipoas I in chiles Bork donk encase 
Total applied to operations. --_.........--.......---.-. 334, 001 300, 000 300, 000 
To financing: 
Eecresse in cash with: Treasury --.-.— 2-26-30 s ech oeseis--eee OD Be inet cashed cin 
Repayment of investment to Treasury___............_-.-- PE Bice lacitocwanktesg aetna 
ING SINE UI ew mebinen 300, 000 canine 
I i isl saseitenteataiin tne 634, 001 300,620; 300,000 


FUNDS PROVIDED 
By operations: 














TR aki) eS oe ee 342, 498 300, 620 300, 000 

Total provided by operations. _.................-...-.-- 342, 498 300, 620 300, 000 
By financing: 

Decrease in cash with Treasury...........-...-.-.-.-.-..- BOR BP Bs cab ret cidncnnbincee 
Total provided by financing. .-..................-.-....- BU Ma aaiiins 3 ideebicisbidiees Rh casenheis denen 
Sn TI 533: hin nap catebasbininiancasnen eget 634, 001 | 300, 620 Ss 

BUDGET EXPENDITURES ie a EE a a 

Funds applied to operations... _............-.-.----o eee 334, 001 300, 000 300, 000 
Funds provided by operations. ._...........-.-.-.-...-.-.-.-.] 342, 498 | 300, 620 300, 000 
III is i ca dbeaduceeesemeneeal | —8, 497 | PIO iii nines 








The above are credited to net receipts of fund__...........-... —8, 497 | 4g eee 


: 
} 
} 
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Statement of financial condition 


1957 actual | 1958 estimate | 1959 estimate 


ssets: 
Oot WEA Teetby. 61 6 53a $317, 148 $317, 768 $317, 768 
SAGES BOC TOIRG, «is ccc tilon tine cuit baicwcctiaw chidetin tate 87, 620 7, 000 87, 000 
ONE CID a al iettidllh in nixed lsctenimamuntonaeceie 404, 768 404, 768 404, 768 


Government investment: 
Noninterest-bearing capital: 


UMNO 00 QUE di 4 chads stb adits i nhewtdddagh tiinestudsdasena 700, 000 400, 000 400, 000 
Return to Treasury during year 300, 000 








OE OT FO Ssanden ane ke cannsuentrey <peneaibotearsape 400, 000 400, 000 400, 000 

TROURTNN CRTs khchceetcihninn stisiitnddsaintndbiibetiinks 4, 768 4, 768 4, 768 

Total Government investment..................---..-.. 404, 768 404, 768 404, 768 
STATUS OF CERTAIN FUND BALANCES 

Unexpended balance: Cast. . ise on nce seeded cide nls $317, 148 $317, 768 $317, 768 

Total umexpended balance.............................- 317, 148 317, 768 317, 768 

SPIO, CIN nceitciiiang a tepwtcevceediatsbnoniaeon diel ciohticinaied 317, 148 317, 148 317, 148 





Mr. Tuomas (reading) : 


This fund is used to make loans up to $100 to disabled veterans eligible for 
vocational rehabilitation who are without sufficient funds to meet their expenses. 
Repayments are used for new loans. A return to Treasury of $300,000 during 
fiscal year 1957 reduced the net appropriation to $400,000 on June 30, 1957. 

This is Treasury authorization ; is it not? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. How much was the original authorization ? 

Mr. Monk. $700,000. 

Mr. Tuomas. The number of loans made in fiscal year 1957 was 
3,325, and the estimate for 1958 was 3,000 and the estimate for 1959 is 
also 3,000 ; the average loan is $100. 

What do they use that for ? 

Mr. Monk. They use it when they start training. You start a 
disabled veteran in training, and he does not get a check until the end 
of the first month, and they use this to let him pay his running expenses 
pending the time he gets his check. 

Mr. Tuomas. When is it paid back ? 

Mr. "ie It is begun to be paid back usually the first time he gets 
nis check. 

Mr. Tuomas. Over what period of time is the $100 taken out of his 
check ? 

Mr. Monk. Over 10 months usually. 


DEPARTMENT OF INSURANCE 


Mr. Tuomas. Let’s put the general statement in pages 16-2 and 
16-3 in the record. 


(The pages referred to follow.) 





essere 
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DEPARTMENT OF INSURANCE 


General summary, $73,300,000 


The department of insurance, 1 of the 3 basic operating components of the 
Veterans’ Administration, is responsible for the operation of the various insurance 
programs for eligible veterans and servicemen as provided by existing laws, 
including: (1) The program which had its origin in World War I, known as 
United States Government life insurance (USGLI) ; (2) the program which had 
its inception in 1940, known as national service life insurance (NSLI); (3) the 
program known as veterans’ special term insurance; and (4) the program known 
as service disabled veterans’ insurance, the latter two programs having been 
created pursuant to amendments to the basic NSLI Act. The magnitude and 
scope of the four programs are indicated by the following statistical data: 








{In millions] 
Policy data, June 30, 1957 Revolving and trust fund data 
Program 
Policies in Fiscal year | Fiscal year | Tune 30, 1957, 
force Face value | 1957 income |1957 disburse | fund assets 
ments 

a acc eine biaiedcc cay 0.4 $1, 608.0 $74.2 $94. 0 $1, 323.4 
NSLI (2) (8) (4)_--------.---- : 6.2 42, 488.1 668. 5 544.8 5, 804.8 
Rds asin omc npesone 6.6]  44,006.1 | 742.7 638.8 | 7,128.2 


In addition to the above basic insurance programs, the Department is respon- 
sible for (1) servicemen’s indemnities, to the extent of budgeting and accounting 
for and paying of running awards; (2) adjusted compensation, involving the 
settlement of reasserted claims and outstanding adjusted service certificates ; and 
(3) article IV of the Soldiers’ and Sailors’ Civil Relief Act of 1940, which deals 
with the guaranty of premium payments to insurance companies on private life- 
insurance policies carried by servicemen during active military service. A sum- 
mary of appropriations required for direct benefits, fund reimbursements, and 
operating costs are as follows: 


Summary of requirements 


1957 actual | !958 estimat 959 estimate 


Appropriation title: 


General operating expenses. _.._..............-.-.-....-- $24, 634,858 | $23, 813, 000 $22, 200, 000 
Veterans’ insurance and indemnities__..............__..- Pele i cies tarincinene. 51, 100, 000 
Military and naval insurance____....__. ‘icone eeibee 5, 000, 000 A B76, OO8 Tone atioss. 
National service life insurance. _____......-......-... 23, 200, 000 7; A OOO Bo kotecctckouce 
Servicemen’s indemnities__.......................--. 26, 750,000 | 1 29,877,500 |........-.-- ae 
ee eee ee ee 79, 584,858 | 1 65, 565, 500 73, 300, 000 


1 Excludes $2,250,000, servicemen’s indemnities supplemental appropriation request, fiscal year 1958. 


The “General operating expenses” appropriation is required for the adminis- 
trative expenses incident to performance of the Department’s basic function of 
providing a complete insurance service under the programs as provided by laws 
administered by the Veterans’ Administration. These laws provide that the 
administrative expenses incident to operations will be borne by the United 
States Government. 

The “Veterans’ insurance and indemnities” appropriation is a new appropria- 
tion title account established for the fiscal year 1959 for the purpose of consoli- 
dating the appropriations “Military and naval insurance,” “National service 
life insurance,” and “Servicemen’s indemnities.” ‘The appropriation is required 
for the same purposes as for those being consolidated, viz: Statutory transfer 
to the United States Government life insurance and national service life insur- 
ance trust funds; direct payments to insureds and beneficiaries as legal recipients 
under provisions of the various insurance acts and amendments thereto, admin- 
istered by the Veterans’ Administration. 
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Detailed explanations of the estimates by appropriation title is given on the 
following pages: 


Mr. THomas (reading) : 


The Department of Insurance, one of the three basic operating components, is 
responsible for the operation of the various insurance programs for eligible 
veterans and servicemen as provided by existing laws, including: (1) the pro- 
gram which had its origin in World War I, known as United States Government 
life insurance (USGLI), (2) the program which had its inception in 1940, 
known as national service life insurance (NSLI), (3) the program known as 
veterans’ special term insurance, and (4) the program known as service-disabled 
veterans’ insurance, the latter two programs having been created pursuant to 
amendments to the basic National Service Life Insurance Act. 


The magnitude and scope of the four programs are indicated by the 
tables here. 


Is this the operating money ? 

Mr. Baxer. The first item on page 16-3 is the general administra- 
tive cost, $22,200,000 for fiscal year 1959. 

Mr. Tuomas. Is that not taken care of in other programs? 

Mr. Baxer. That is right. 

Mr. Tuomas. But it is repeated here again ? 

Mr. Baxer. To show the total overall departmental cost. 

Mr. Tuomas. We have already gone into the operating cost. 

Mr. Baxer. Yes, sir. 


Mr. Tuomas. These figures here show a reduction of $1,600,000; is 
that right? 

Mr. Wuirrter. That is correct; and in addition to that, the budget 
includes the money for the setting up of EDP. There would be an 
even more substantial reduction if it were not for that item, which 
we hope in the long run will save us even more money. 

Mr. Tuomas. Is this page 17-1 already in the record? I believe it 
is; that is, over in another section. There is no need of duplicating it 
further, Mr. Baker, is there? 

Mr. Baxer. Page 17-1 is not yet in the record. 

Mr. Tuomas. Then we will put 17-1 and 17-2 in here. 

(The pages referred to follow :) 


JUSTIFICATION OF EsTIMATES, Fiscat YEAR 1959 
GENERAL OPERATING EXPENSES, $22,200,000 


The appropriation under this title is required to cover the administrative and 
operating costs of the Department of Insurance. 

The Department is under the direction of the Chief Insurance Director who is 
responsible directly to the Administrator of Veterans’ Affairs for the administra- 
tion of the aforementioned veterans’ insurance programs. The Chief Insurance 
Director is assisted by the Deputy Chief Insurance Director, and the following 
key staff officials: Insurance Counsel, Controller, Chief Actuary, and Directors 
of Administrative, Personnel, Insurance Claims, Methods and Procedures, Insur- 
ance Accounts and Underwriting Services. The insurance operations for fiscal 
year 1959 will be conducted at 3 field stations; namely, the Philadelphia 
district office, Denver and St. Paul VA centers. 

This estimate is presented on the assumption that: (a) the insurance center, 
District of Columbia, will be moved to and merged with the Philadelphia district 
office by March 31, 1958; (6) development of the proposed electronic data process- 
ing system will proceed as currently planned and that the basic equipment re- 
quired will be on a rental basis. This added approximately $740,000 to the 1959 
estimate for the purpose of site preparation and installation costs, procurement 
of initial supply of magnetic tape, equipment rental, printing new and revised 
forms, shipping and insurance charges and 150 man-years for training and main- . 
taining the new system which must be programed, tested, and conversion fully 
effected before the current system can be abandoned. Much of the added expense 
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is a one time cost for the fiscal year 1959, and will be amortized in later years, 
beginning in 1960. 

The projected costs for 1958 and 1959 are $821,858 and $2,424,858, respectively, 
less than actual costs for 1957. These reductions are estimated despite the added 
items of cost in 1958 and 1959. These added items are: (1) contributions to the 
civil service retirement fund ; (2) budgeting for department share of printing and 
binding costs; (3) generally increasing costs of equipment, supplies, and service 
used in operations and (4) in 1959 the initial costs of the electronics data 
processing system. The projected reductions will be accomplished while main- 
taining a relatively constant workload as represented by policies in force. 


The annual operating cost per policy since fiscal year 1955 is reflected in the 
following comparisons : 





Operating Policies in | Annual cost 


Fiscal year costs (mil- force (mil- per policy 
lions) lions) 
NN re a a ge Se ccc tc de ded $30.1 6.5 $4. 63 
A aA shai AOI ii atin ce aed tees ase eins roreiuesewinhi creepgthihiiatantla nik 26. 6 6.5 4.09 
ele iciaiias apiece ow an cdmenacank bacduo Ned eee ied 24.6 6.5 3.77 
chet cien ate cthy contin cee dbtntesn yu oaatpmiat thiktcod ai chiguhiatacmte, aie e 123.8 6.4 13.75 
Nace Lita is cic RSS -nas dhs aka nwo once ca commalpeasonic tee uame 222.2 6.2 23.58 


1 Includes approximately $1,200,000 for payment to civil service retirement fund and $440,400 for printing 
and reproduction which adas 26 cents to the cost per policy for the Ist time in fiscal year 1958. 


2 Includes a 1-time cost of $740,000 for conversion to an electronic data processing system which represents 
12 cents per policy. 


Except for costs that were added for the first time in fiscal years 1958 and 1959 
there would be a greater continuous decline in the cost per policy. 

The following charts, summaries, and narrative outline the details of the 
operating costs of the Department. 

Mr. Tuomas. This big sheet tells the whole story, page 17-3, Distri- 
bution of Actual Applied Costs by Activity for Fiscal Years 1957, 
1958, and 1959. 


PERSONAL SERVICES 


Is that figure for the field office personnel for 1957, 4,943? The 
figure for the central office is what ? 

Mr. Wuirtter. It isthere, sir. 340. 

Mr. Tuomas. All right. What is it for 1958? 

Mr. Garpner. It is in the next lateral box. 

Mr. Tuomas, 324? 

Mr. Garpner. That is correct. 

Mr. Wurrrter. That is correct, sir. 

Mr. Tuomas. And for 1959 it is 322 and for the field is 3,890, and 
for 1958 the field was 4,268. 

Mr. Wuirtter. Yes, sir. 

Mr. Tuomas, 4,212 in 1959? 

Mr. Garpner. That is the total central office and field. 

Mr. Tuomas. And the total for fiscal year 1957 is 5,283? 

Mr, Garpner. Yes, sir. 

Mr. Tuomas. That certainly is a comedown; is it not? 5 Sein 

Mr. Wurrtier. And on the projection after EDP, we hope it will 
be even more substantial. 


SUMMARY OF COSTS BY ACTIVITY AND OBJECT 


Mr. Tuomas. Let’s put pages 17-3 and 17-4 and 17-5 in the record 
at this point. 


(The pages referred to are as follows :) 
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DEPARTMENT OF INSURANCE 


Summary of costs by activity 


Actual, Estimated, | Estimated 























Activity fiscal year fiseal year fiscal year. 
1957 1958 1959 
Departmental: Program planning and direction. --___-_-___-- $2, 071, 325 $2, 335, 000 $2, 329, 200 
Field: , . 
Execitive administration. ......................-.--..-.-- 120, 440 138, 915 120, 074 
Insurance operations: 
Office of Assistant Manager and Director-__-.._..____- 315, 074 345, 595 270, 530 
Evaluation and systems. ..................-.-.-....22 635, 184 956, 700 1, 170, 965 
Accounts and underwriting. -_-_-_............--.-.---.- 11, 707, 176 10, 781, 153 9, 390, 185 
Premium accounts (mechanical) -_-..-.............--- 4, 510, 765 4, 373. 345 4, 405, 235 
SRGUIOREE TROD 6505 ngs inne hho sen cagie gps Kbbotadhonsen 932, 610 743, 883 621, 792 
Disability insurance claims---...............---..-.--- 1, 034, 762 990, 488 935, 435 
Subtotal insurance operations_-.-.-..............-.-- 19, 135, 571 18, 191, 164 16, 794, 142 
Office services: a 
gaia os csceeansae dialer scsi ces ne seine em a 1, 142, 786 1, 054, 529 961, 458 
AGING. 65 iii d Kh dnbie eich basi seac, 1, 474, 894 1, 456, 574 1, 388, 161 
I 0. nib dct hes dcaimmsce weaienittiaieae tenant eeimaiieaaeel 233, 451 232. 784 202, 956 
DONE oi 2 ected esas wtbinbsad dy didbeccekantln cite 456, 391 404, 034 404, 009 
eueen, Suen Wer Oneness ra Zo ncnececumens 3, 307, 522 3, 147, 921 2, 956, 584 
ty Pith wk ceviewptoneecccies piteilinenctbpehas cuted 22, 563, 533 21, 478, 000 19, 870, 800 
Total costs, Department of Insurance...........-- 24, 634,858 | 23,813,000 | 22, 200, 000 


Comparative summary of costs by object 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 








1957 1958 1959 

A Varads CR ik a hse dh A 5, 446 4, 720 4, 307 
G2  Povectll corviess.cn5<..s.4 ied ccs ee ii aa] $22, 584, 801 $19, 860, 000 $18, 181, 800 
©... Peneeh, CU citicantincndngede ome dsadipiniipternspin 59, 369 107, 700 | 85, 700 
03 Transportation of things........---..--------------------- 14, 658 56, 055 | 23, 080 
ee RE SE ee ee Ss Ea ee 466, 128 481, 915 493, 375 
Oe ee hen iis dente eeae cape nachauna 629, 592 685, 860 912, 180 
06 Printing and reproduction.__...............-...-...-..--- 39, 894 450, 000 440, 400 
07 Other contractual services_.-...........-..........-......- 218, 779 255, 435 287, 675 
i et RE a ee 443, 722 488, 231 478, 335 
@:« BN ao 5.55 Se tigs---58 pehe tp oiiibedesibeeosh 122, 745 152, 585 124, 000 
11 Grants, subsidies, and contributions. _-_.................-.}...---- 1, 270, 625 1, 168, 975 
13 Refunds, awards, and indemmnities._._...._............-.- OR STF 152.455 en J ; 
LG... Oe CII, ok cicidcddieeteons<sthierineneisetn* 4, 798 4, 504 4, 480 

I CII rain nccitestor Nake tanithagiedin actiesintaniciadittinaind ith itll nial: 24, 634, 858 | 23, 813, 000 22, 200, 000 


Mr. Tuomas. This is a breakdown of the entire administrative 
cost. You have “Departmental, 1957,” $2,071,325 against $2,8,335,000 
for 1958, and $2,339,200 for 1959. 

Dollarwise, $19,870,800 for 1959 against $21,478,000 for 1958, a re- 
duction of a million and a half for the field. 

The personal service figures are already in the record: a reduction 
from 4,720 to 4,307 for 1959 against 1958. 

“Transportation of things” go from $56,055 in 1958 to $23,080. 
“Communication” increases : It goes from $481,915 in 1958 to $493,375. 
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OTHER OBJECTS 


RENTS AND UTILITIES 

“Rents and utilities” go from $685,860 to $912,180. What comprises 
your big rents and utilities ? 

Mr. Garpner. The big item at the time is the punchcard equip- 
ment. The big item in 1959 will be acquisition of the electronic 
data processing equipment. 

Mr. THomas. What is that equipment going to cost ? 

Mr. Wurirtter. About $80,000 a month on a rental basis. 

Mr. Tuomas. $80,000 a month—you are running into money there? 

Mr. Wurrrter. That is correct. 

Mr. Tuomas. How much are you spending now ? 

Mr. Wuirtter. We have no EDP now. We are speecny nearly 
three-quarters of a million dollars for machine rentals, which are 
included here. We have a great deal of rental equipment; IBM and 
other tabulating equipment. 

Mr. Tuomas. Most of this is for IBM equipment, isn’t it ? 

If you are spending $80,000 a month, you are going to be right 
around $9 million on an annual basis for mechanical equipment, are 
you not ? 

Mr. Wurrtter. $960,000, sir, when we get it, which will not be 
until April of next year. 

Mr. Tuomas. Your figures here do not indicate the full-year cost, 
do they ? 

Mr. Wurrrter. No, sir; that is right. It does not. 

Mr. Tuomas. What are those figures on an annual basis? 

Mr. Wurrtter. It would be $80,000 times 12. 

Mr. Tuomas. This does not apply for a full year? I am referring 
to the $912,000. How long or awe many months does it allow? 

Mr. Stonsr. Three months of the 1959 fiscal year. 

Mr. Tuomas. What about your printing and reproduction item? 
That has been really soaring in the last 3 years. 

Mr. Wurrtter. That is under a new system. Each department is 
now charged with its own printing. Actually that is a transferred 
charge. It was previously in another item. Really the overall cost 
has been coming down. 

Mr. Tuomas. I remember you went into detail’on that last year. 
That was the first year ? 

Mr. Stone. That is correct, sir. 

Mr. Tuomas. What did you do, transfer it from the Administrator’s 
office to here ? 

Mr. Wurrtter. Yes, sir; and also without that figure added the 
reductions in the insurance costs would be even more dramatic. 

Mr. Tuomas. You mean our friend hasn’t any of that in his budget 
this year? Ithought wefoundit. Whereis he? 

Mr. O’Net. I am right here, Mr. Chairman. 

Mr. Tuomas. Don’t you have about half a million dollars hidden 
mmr for the printing bill, Mr, Novotny ? 

r. Novorny. Yes, sir; for all printing costs in the central office. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. This is just an extra amount of reserve found over 
here? What about “Other contractual services” and “Supplies and 
equipment”? What are you paying for those items? 
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Mr. Wuirtrer. Mr. Gardner, would you break that down for the 
chairman ? 

Mr. Garpner. On 17-12 and 17-38. The largest item under “Con- 
tractual services” is the preparation of the site at Philadelphia for the 
EDP installation. 

Mr. Tuomas. I do not see it on 17-12. 

Mr. Garpner. It is on 17-38. The next largest item is the VA’s 
share of contributions to employees group life insurance. 

Mr. Tuomas (reading) : 

Approximately $172,000 will be required during 1959 for the site preparation 
for the installation and operation of electronic computers. Such alteration of 
administrative areas is required in order that suitable facilities are available 
to meet the requirements for maximum utilization of the machines. These 
machines require extensive electrical wiring and building structure alteration 
to support their operation. 

Are you going to build a building? 

Mr. Wurrtter. No, sir. 

Mr. Tuomas. You are going to alter a building, is that.what you 
mean ? 

Mr. Wuirtter. Yes, sir. 

Mr. Tuomas. What is it going to cost ? 

Mr. Wuirrter. Three-quarters of a million dollars. 

Mr. Tuomas. Is that your building? 

Mr. Wuirrier. It is a Government building, GSA. We took over 
the big Atwater-Kent Building on Wissahicken Avenue in Philadel- 
phia. It is a space within the building. 

Mr. Tuomas. How much funds are you asking for that? 

Mr. Stone. $172,000. 

Mr. Tuomas. How much more is it going to cost? You said three- 
quarters of a million dollars. 

Mr. Srone. The estimate they have $750,000 overall. For space al- 
terations $172,000 will be required. 

Mr. Tuomas. Isn’t General Services doing this for you. or are 
they doing it for you with your money ¢ 

Mr. Sronr. VA will provide funds to GSA to cover Contract 
Cost which will be let by GSA. 

Mr. Tuomas. Who is paying the bill? Does not the GSA have the 
money to pay for the costs? 

Mr. Osrertag. Where is the money coming from ? 

Mr. Srone. We are asking for it in this appropriation request. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. $172,000 is for building renovation? Is that right? 

Mr. Sronz. Yes, sir. 

Mr. Tuomas. What is your unobligated balance under 07 for this 
year? What about your supplies and material item ? 

While you are looking that up, “80, Supplies and materials” is on 
page 39. For insurance envelopes, $240,000; for envelopes for ad- 
ministrative use, $26,000. 

“For administrative use,” what do you mean? $26,000 will buy a 
whole lot of envelopes. Who is going to use this “For administrative 
use”? What do you mean? 

Mr. Stone. Answering mail. 
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Mr. Tuomas. And sending out premium notices—is that the ad- 
ministrative use ? 

Mr. Stone. Insurance correspondence. 

Mr. Tuomas. What is your unobligated balance under 08 for sup- 
plies and materials? 

Mr. Baxer. We do not have it broken down there that way. The 
unobligated balance in the Department of Insurance at the end of 
December is approximately $12 million. 

The obligations for the first half of the year were $11.9 million, so 
there will be about two or three hundred thousand unobligated at the 
end of the year. 

Mr. Tuomas. And you could not break it down between personnel 
and other costs at this time ? 

Mr. Baker. No, sir. 

ae Tuomas. But that amount will be unobligated at the end of the 
year 

Mr. Baker. It may not be quite that large. 


NUMBER OF FIELD OFFICES 


Mr. Tuomas. How many installations are you operating from? 

Mr. Stone. Four now, and there will be three. 

Mr. TxHomas. Where are the four ? 

Mr. Sronz. Washington, D. C., of course; Denver, St. Paul, and 
Philadelphia is the main one. 

Washington, D. C., is now in the process of being moved to Phila- 
delphia. Part of it has already been moved. It will be completed in 
about 4 or 5 weeks. 

Mr. Txoomas. The other two, in 1959, would be Denver and St. Paul, 
besides Philadelphia? Handling all insurance matters, that is. 

Mr. Stone. That is right. 

Mr. Tuomas. You have it geographical, don’t you? You have too 
many eggs in one basket ; don’t you? 

Mr. Stone. Two-thirds of the operation will be in Philadelphia. 

Mr. THomas. What will be in Denver and St. Paul? The distance 
between the two is not very great. 

Mr. Wurrtter. The operation will be almost identical. 

Mr. Tomas. Where is the breakdown on that? Your personnel 
load and your cost for three offices—we have had it heretofore, but 
where is it now ? 

Mr. Garpner. We will have to supply that, Mr. Chairman. We 
have lumped the whole item in this presentation. 

Mr. Tuomas. How many personnel would you have in Denver, what 
will be handled at Denver and St. Paul—those are the questions to 
which I would like answers. 

Mr. Wurrtter. We will have about 3,000 people, I think, in Phila- 
delphia, and about 700 in both Denver and St. Paul. 


JURISDICTIONAL AREA OF INSURANCE OFFICES 


Mr. Tomas. What will be the jurisdiction of the Philadelphia 
office and what will be the jurisdiction of the other two offices ? 

Mr. Wurrtter. They will be identical. 

Mr. Tuomas. Identical ? 
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Mr. Warrtter. Oh, you mean what function is being performed? 

Mr. Tuomas. Yes. 

Mr. Wuirrier. I think Mr. Stone can answer that. 

Mr. Stone. They will all be handling NSLI, which is the great 
bulk, with the exception of World War I insurance. 

As you know, the Washington office was a little different because 
USGLI, the in-service accounts, and the foreign service accounts, all 
of those will be handled in Philadelphia. 

Mr. Tuomas. A man lives in Chicago; which one would he remit to? 
I do not find anything in the justification giving us any information 
on it. 

Do you have any maps or charts you can point out to us? 
¥ ane Srone. All this side of the Mississippi will remit into Phila- 

elphia. 

Mr. Tuomas. Is that in your justifications here any place? 

Mr. Wurrrter. No; it is not, sir. 

Mr. Tuomas. Tell it to us right quick, Mr. Stone, if you will. 

Mr. Srone. All this side of the Mississippi. The Northwest— 
Minnesota, Wisconsin, all those States—go into St. Paul clear through 
to Washington and Portland, Oreg. 

All the rest come into Denver. 

Mr. Tuomas. At this point in the record will you give us more 
clearly a table which states the various States, showing which ones 
report to which office? 

Mr. Stone. Yes, sir. 

Mr. Tuomas. And give the jurisdiction of each one of your 3 
offices—the number of employees in your 3 offices, 

Will you do that? 

Mr. Stone. Yes, sir. 

Mr. Tuomas. Do it right in another table, one page following this. 
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(The information requested is as follows:) 


Budget, fiscal year 1959—Average employment, active accounts, jurisdiction of 
active accounts 














PHILADELPHIA 
Fiscal year Average em- Active 
ployment accounts 
POPE Tne SEEE Aniston deb nacwscccnccdhotabsmahesckncdowapavbboenee 13, 247 4, 210, 194 
cient ts éladku Stine ndditnhinbiihitiniioncbinmhdbitatinbrcibbcutbhighp nthe tabbid 2, 834 4, 261, 200 
1959 


Ro eghat Gh inewnUbnacdowvddbutscss ekenseatnditaperudenusadbesssbicteced 2, 560 4, 111, 640 





AREA OF JURISDICTION 


All areas: U. 8S. Government life accounts, allotment accounts, deduct from benefit payment accounts 
deduct from employment payment accounts. 

National service life-direct payment: Alabama, Connecticut, Delaware, District of Columbia, Florida, 
Georgia, Kentucky, Maine, Maryland, Massachusetts, Michigan, New Hampshire, New Jersey, New 


York, North Curolina, Ohio, Pennsylvania, Puerto Rico, Rhode Island, South Carolina, Tennessee, 
Vermont, Virginia, West Virginia. 





DENVER 
Fiscal year— Average em- Active 
ployment | accounts 
eS arr to Dior ae oo 5 ie eee eres 96 | 1,196, 432 
NR cca ieee EE asia shingaeely Uibiiasaaciilh sian ttiegihily . 7 1, 153, 000 
eet Si de ee a Ee SS at es nh Sc aebioneest nes | 7 1, 115, 000 
t 





AREA OF JURISDICTION 


National service life-direct pay: Arizona, Arkansas, California, Colorado, Hawaii, Kansas, Louisia na 
Mississippi, Missouri, Nevada, New Mexico, Oklahoma, Texas, Utah, Wyoming. 


8ST. PAUL 





| 
Fiscal year | Average 





Active 
jemployment | accounts 
a teeth cette a Msadpce ches pes nm nah ipl iseshcepeaniicncimp em neniehigtlahbip-a a dlteieababals 790 1, 074, 874 
a cicnkty ante ala tio ebm exces cig owen sk eipoon uaa ctncidgg miele tbiateh tdi mus eins ik die el 676 1, 053, 000 
SRR SPEER i 5 AL RE oe ene ey emma Sa nein Sinlelyiedidyiai Sinaia ienads 622 1,015, 000 





AREA OF JURISDICTION 


National service life direct payment: Alaska, Illinois, Indiana, Iowa, Minnesota, Montana, Nebraska, 
North Dakota, Oregon, South Dakota, Washington, Wisconsin. 


1 Includes average employment of 687 man-years and 1,071,528 active accounts for the Insurance Center, 
District of Columbia, which is being transferred to Philadelphia district office in February 1958. 


Note.—Transfer of accounts between jurisdictional areas has been frozen since 1951, except in unusual 


circumstances. This has resulted in each office maintaining some active accounts in States under the juris- 
diction of other offices. 


FUNCTION OF THE CENTRAL OFFICE FOR INSURANCE 


Mr. Tuomas. How many employees do you have in Washington 
doing the administrative work ? 


Mr. Wurrtirr. About 300. 
Mr. Stone. 322. 


Mr. Tuomas. What do those people donow? Is it 322 or 340 for 
1959 ? . 

Mr. Stonne. 322. 

Mr. THomas. What page is it on? 

Mr. Wuirrter. 17-3, I believe, in the first column, average em- 
ployment. 
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Mr. THomas. What are the 322 going to do in the District? 

Mr. Wuirrier. The insurance director’s office is included there, his 
staff. The attorney, the controller. Then there is Methods and Pro- 
cedures which is an organization that examines the whole operation, 
and EDP people; and the actuarial staff that provides the actuarial 
information. 

Of course, there is a personnel office attached there, as well as tech- 
nical staffs engaged in underwriting, accounts, and claims. 

Mr. Tuomas. You have — and planning in the District of 
Columbia. How many people have you in programing and planning? 
How much is the cost, $3,200,000? You ask for how much in 1959? 
What is the number ? 

Mr. Sronz. In the development and planning ? 

Mr. THomas. Yes. 

Mr. Stone. We have 22 people. 

Mr. Tuomas. Fora cost of $2,329,200? 

Mr. Srone. That would be the total cost for all 322 people and all 
other costs. 

Mr. Wurrrimr. Page 17-6 has that breakdown. 

That is of average employment in each of the individual categories. 

Mr. Tuomas. Yes; that table on 17-6 gives you the number. Is 
the Methods and Procedures indicated ? 

Mr. Stone. Yes. 


PROGRAM PLANNING AND DIRECTION 


Mr. Tuomas. You mentioned in one place, on page 17-4, some pro- 
gram planning and direction. Whereabouts is that set out in this 
table on 17-6? 

It seems you cannot finish with programing and planning. The 
pre work until the end of the year, and then tear up everything they 

ave done that year, and start all over again. 

How many do you have in here for programing and planning this 

ear ? 
. Mr. Wuirrter. I think that term actually means administrative 
cost. 

Mr. Tuomas. Is that a generic cost that keeps them on? 

Mr. Strong. I think the breakdown is a little more detailed and per- 
haps a little more descriptive. 

Mr. Tuomas. All right. Let’s put this table on page 17-6 in the 
record at this point. 

(The page referred to above follows:) 


Departmental, $2,329,200 








Actual, Estimate, Estimate, | Increase (+) 





fiscal year fiscal year fiscal year or decrease 
1957 1958 1959 ,» 1959 

over 1958 

—— employment. --...............-....--- 340 324 —2 
osts: 

enn GN eeee..5 ==. 5520s. ach owes esesan $1, 858, 507 $1, 805, 000 —$4, 000 
Other operating ............-..-..-...--..-- 212, 818 530, 000 —1, 800 
ee Nl cen i dake inn 2, 071, 325 2, 335, 000 —5, 800 





The above estimate of funds is requested to provide for personal services and 
other operating costs of the departmental staff functions. 
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Personal services—Summary of average employment 





Actual, Estimate, Estimate, | Increase (+) 
fiscal year fiscal year fiscal year or decrease 
1957 1958 1959 (—), 1959 


Office of Chief Insurance Director 
Office of Deputy Chief Insurance Director-_-.._- 4 


i 
' 
' 
‘ 
; 
aw 
_ 
to 
me 
tw 
o 


4 5 +1 
Methods and Procedures Service..............- 51 53 58 +5 
Insurance Accounts Service ___...._....-..___-- 8 7 6 ~1 
Underwriting Service___._._.............---.-- s 7 6 —1 
Insurance Claims Service_.._..............._-- 9 9 9 0 
Office of Chief Actuary............_......-.._.- 143 112 106 —6 
Office of Insurance Counsel__._..........-...-- 4 4 4 0 
pen cperynee 2 4) ssn. sik 7 8 8 0 
Controller, Department of Insurance_-_._______- 55 66 66 0 


Administrative Service 


' 
' 
' 
‘ 
i 
i 
' 
' 
' 
' 
' 
' 
' 
~~ 
@ 
wo 
ne 
ro 
tS 
cS 


Total, average employment 


s 
we 
8 








The Chief Insurance Director directs and is responsible for the operations of 
the Department of Insurance. The Deputy Chief Insurance Director is his full 
assistant. The other officials function as staff assistants and are responsible for 
the development and recommendation of policies, plans, program objectives and 
guidelines for the direction and supervision of the technical procedures. 

While a decrease of 16 man-years between fiscal years 1957 and 1958 was 
effected in the overall, the variation in man-year requirements of some indi- 
vidual elements was due to a reassignment of functions as explained below 
under the respective headings. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Now we come to a table of the personnel and travel. 

That looks all right. 

Then the Office of the Chief Insurance Director. Of course, that 
is Mr. Stone, a man of outstanding ability and well and favorably 
known to this committee for many years. 


METHODS AND PROCEDURES SERVICE 


“Methods and procedures” we are getting down to. That has an 
increase of 5. Who has that? 

Mr. Wurrrier. That is Mr. Niblett. 

Mr. Tuomas. Where is Mr. Niblett? 

Mr. Wuirrier. He is not here, but that department is one that has 
been responsible for many of the savings and also the one that handles 
the EDP. 

Mr. Tuomas. Where is our friend the Chief Actuary? How many 
people does he have? 

r. Porssant. That is 85 people. Most of them are engaged with 
the installation of the punchcard files of about 15 million cards, about 
85 of the 106 total employees in that department. 


CONTROLLER ACTIVITIES 


Mr. Tuomas. Who is the Controller? 

Mr. Wurrtter. Mr. Watermeier. 

Mr. Stone. He has responsibility for formulating and recommend- 
ing policies and plans of departmentwide application pertaining to 
the budgetary program, finance activities, accounting control, financial 
audit, work measurement and reports and statistics, recommends meas- 
ures for improving internal controls and maintains effective control 
over the budget ad financial aspects of operation. 
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Mr. Tuomas. He has 66 people? 

Mr. Srone. Yes, sir; pertaining to the budget activities and so on. 

Mr. Wuirrier. You remember yesterday the papers published a 
huge cost that the Chrysler people mieneel: to come down here. It is 
pretty costly to come down here and prepare budgets. 

Mr. Tuomas. What about Brother Baker? 

Mr. Wurrtter. He consolidates it, sir. 

Mr. Baker. Each department prepares its own estimates and sub- 
mits them to me, and I put them ail tomether. 

Mr. Tuomas. Is that your budget people, the 66 people? 

Mr. Baxer. No, sir; the 66 employees are in the Department of 
Insurance Controller’s office. 

Mr. Tuomas. Why should that be going up over the last few years 
when your operation is going down, and there is a good question on 
that in my mind? 

Mr. Garpner. There have been additional transfers that have been 
put in under Mr. Watermeier. 


ADMINISTRATIVE SERVICE 


Mr. Tuomas. What about your administrative service? 

Mr. Stone. Six were taken from administrative services and moved 
to the Controller’s office. 

Mr. Wurrtter. That is comparable to the housekeeping operation. 

Mr. Tuomas. Mr. Novotny, you have housekeepers for every de- 
partment, and then you go to Denver and St. Paul and they all have 
housekeepers too. 

Mr. Strong. The administrative people, of course, have a good deal 
- of work to do in correspondence, Mr. Chairman. 

This office is responsible for developing and recommending policies 
and plans for correspondence management, publications, and forms 
control, incentive awards, supply liaison, work simplification, and 
office management. 

It is practically a constant workload that very seldom changes any 
from year to year. 

Mr. Tuomas. But the program does not change from year to year. 

Mr. Wuirtter. As a matter of fact, sir, that program has changed 
a little bit. One of the things that disturbed me when I was made 
Insurance Director was the quality of our letters. I set up a program 
for the improvement of correspondence. I established a Group Man- 
agement Division for the review of correspondence. 

Mr. THomas. Have you a chart showing the breakdown of the per- 
sonnel in this office? The one in St. Paul? 

Mr. Wuirtrer. No, sir. 

Mr. Tuomas. I guarantee that for ey unit you have in the Dis- 
trict of Columbia, you have a unit doing the same thing in the field. 

Mr. Wuirtrer. tt is fairly oomminineb ll, sir.- I do have a breakdown 
here of those offices. 

Mr. THomas. Have you a chart showing the division of work? 

Mr. Wuirrier. Yes, sir. 

Mr. Tuomas. Then let’s see it. 

Mr. Wuirtier. Here you are [handing]. 

Mr. Tuomas. Which office is this? 

Mr. Waurrtier. If you will look at the top, the little boxes there. 





| 
| 
| 
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Mr. Tuomas. Oh, yes, the total. 

You are not talking about the actual work, handling the day-to-day 
business. This is an evaluation system. That is not day-to-day 
business. 

Mr. Wurrtier. No, sir. That is for a constant improvement in our 
operations but the program saves us a great deal of money in the long 
run. 

Mr. Stone. I would like to submit that for the record if the commit- 
tee would like to have it. 

It is a breakdown of central office operation covering all different. 
functions. 

Mr. Tuomas. What all does this cover ? 

Mr. Stone. Central office operations. 

Mr. Tuomas. Thank you, Mr. Stone. Let’s look it over. 

Mr. Wuirttrer. As a result of the correspondence and management 
work we have done, I was asked to speak about the correspondence 
and management work to representatives from all of the Government 


agencies, and the Archives Department printed the report and dis- 
tributed it to all agencies. 


EMPLOYMENT AND COSTS OF INSURANCE OPERATIONS 


Mr. Tuomas. This summary as the bottom of 17-16 is good. Miss 
Reporter, please put that in the record at this point. 
The table referred to follows :) 


Insurance operations, summary, $16,794,142 











Actual, Estimate, Estimate, {| Increase (+-) 
fiscal year fiscal year fiscal year or decrease 
1957 1958 1959 (—), 1959 
over 1958 
Average employment --.-__...........-.......--- 4, 452 3, 859 3, 496 —363 
Costs: 
NEE BURFI ais tdice ods ced cette tnks $18, 053, 950 $15, 836, 088 $14, 370, 169 —$1, 465, 919 
Other operating costs. -_.............-...-.- 1, 081, 621 2, 355, 076 2, 423, 973 +68, 897 
Total budgeted costs. ..................-. 19, 135, 571 18, 191, 164 16, 794, 142 | — 1,397, 022 








Insurance operations include the functions of the Office of the Assistant Man- 
ager and/or the Director of Insurance, Evaluation, and Systems, Accounts and 
Underwriting, Premium Accounts (Mechanical), Disability Insurance Claims, 
and Insurance Files. 

These functions involve maintaining insurance accounts on a current basis. 
The work consists of manual and machine operations. The department is always 
looking for ways and means to mechanize additional operations. Savings from 


electronic data processing equipment are presently unknown and will not occur in 
fiscal year 1959. 
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Program and financing 











1957 actual | 1958 estimate | 1959 estimate 


— —_— | | | 


Program by activities: 
Operating costs: 
1. Military and naval insurance: 
(a) Payments to “United States Government life 








Tepereinee RE co soos io. en sesuccseusaned $644, 145 $700, 000 $710, 000 
(6) Direct payments to policyholders and benefic- 
MEN. .cccetepruithbnapssaswtececsueagndniiian 3, 792, 208 3, 632, 000 3, 638, 167 
Total, military and haval insurance---..-- 4, 436, 353 4, 332, 000 4, 348, 167 
2. National service life insurance: 
(2) Payments to “National service life insurance 
DRIER” 2. :i.n« cnndieth tepotbiihitiadapaie tated 19, 348, 952 14, 676, 291 11, 930, 810 
(b) Direct payments to policyholders and bene- 
OI 6 ci ittcht adc de cabmicttnainmiianicenal 729, 112 736, 625 735, 878 
Total, national service life insurance----..- 20, 078, 064 15, 412, 916 12, 666, 688 
3. Servicemen’s indemnities—payments to bene- 
SS ie et eee se 8 ES Sr 35, 891, 610 35, 557, 903 35, 846, 881 
4. Writeoff of loans and liens___. &, BB tcsénsccsgnce chanel ssenne 
Fe CEs CONE iene cisinsidacinnachiniiiiemaditiancits 60, 409, 155 55, 302, 819 52, 861, 736 
Capital outlay: gS 
Acquisition of loans and liens_...........-..-2.-.....- 213, 528 200, 000 200, 000 
SN a ons ined ane iis picieteloabais aietrta — 160, 355 —175, 147 —175, 000 
Payments effected by income offset (—)__. ...-... —11, 504 —12. 000 —10, 000 
Tetel conltel Cutie . nncednd cpntecdncdessonees 41, 669 12, 853 15, 000 
Total program (costs—obligations)...........- 60, 450, 824 55, 315, 672 52, 876, 736 
Financing: 
Comparative transfers from (—) other accounts. .....- —60, 450, 824 | —55, 315, 672 |--.-.......... 
Unobligated balance transferred from (proposed)— 
“<r sateen y wah servers Ge. nn a eee Fs —651, 167 
“National service life immmremee! isis ooo og ised deco ccncsscccecncfes ccceceseee — 555, 569 
Appropriation (new obligational authority) _-- 
Re GN Bi nb 5 chaieda be ch bibind daha biaes tladidleal 51, 100, 000 
FORTRAN TROON. Si ccre tte odin cnnasdndslsndadeGhbiunetadedadtaeLaave 570, 000 


Object classification 





| | 
| 1957 actual | 1958 estimate 1959 estimate 
| 











11 Grants, subsidies, and contributions: 

(a) Payment to ‘United States Government life in- 
UU TO ce rt ei $644, 145 $700, 000 $710, 000 
(6) Payment to ‘‘National service life insurance fund’’_ 19, 348, 952 14, 676, 291 11, 930, 810 
12 Pensions, annuities, and insurance claims_._.............- 40, 412, 930 39, 926, 528 40, 220, 926 
WS . Zpvectqnenss amd MMOGs discs ca. cangids eotsdldbieiahade 216, 656 200, 200, 000 
Le POIs oo bi asics J Scbcansaeandadnccowieensee 60, 622, 683 55, 502, 819 53, 061, 736 

ss— 

ps ERS DC ee vere se - 160, 355 175, 147 175, 000 
Payments effected by income offset 11, 504 12, 000 10, 000 
ee | ce | 
Dole CMAN ain cess oncnncessecsannsscdieaaenied 60, 450, 824 | 55, 315, 672 | 52, 876, 736 








VETERANS’ INSURANCE AND INDEMNITIES 


Mr. Tuomas. Let’s look at the specific insurance programs here on 
page 18-1, and we will insert that in the record at this point. 


Veterans’ insurance and indemnities, Veterans’ Administration, $51,100,000 


The appropriations, “Military and naval insurance,” “National service life 
insurance,” and “Servicemen’s indemnities,” were consolidated into one new 
appropriation account, “Veterans’ insurance and indemnities.” ‘The costs for 
each of the former appropriations are grouped under one title in the following 


summary table. Requirements for each former appropriation are shown in 
subtitles. 





Fe PEN AE NERA A a ADE it 


A AEP LTE NS ALLE ALTE II a Se 
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Comparison of program costs 





1957 actual | 1958 estimate | 1959 estimate 


Grants, subsidies, and contributions: 
(a) Statutory transfers to U. S. Government life-insurance 


_ CE , $644, 145 $700, 000 $710, 000 
(6) Statutory transfers to national service life-insurance 
a caienpitina = bate aiaidinininehneamewib ane cecueds 19, 348, 952 14, 676, 291 11, 930, 810 


Pensions, annuities, and insurance claims: 
(a) Military and naval direct payments to insureds and 











beneficiaries ____.-_. 3, 792, 208 3, 632,000 | 6, 638, 167 
(6) National service life- insurance direct payments to in- 
eres SUIDIONOINO. ore ee en we 729, 112 736, 625 735, 878 
(c) Indemnities, death claims, installments._----......--- 35, 891, 610 35, 557, 903 35, 846, 881 
Investments and loans: 
(a) Writeoff of loans and liens_--............-..-.-..--.-- SE cithinice natin dislsncpaspedératcns 
(6) Acquisition of loans and liens, net.____.......-....--.- 53, 173 24, 853 25, 000: 
(c) Less payments effected by income offset.............-- —11, 504 —12, 000 —10, 000 
Total program (obligations) -............-.-...-..... 60, 450, 824 55, 315, 672 52, 876, 736 
Unobligated balance transferred from: 
‘*Military and naval insurance’’ - ...- a a ce | —651, 167 


“National service life insurance’’ 








dda Sm ie no andhdenteinn als peas tated dss kbs dec edad | — 555, 569 
(Independent Offices Appropriation Act, 1959)......._....-...]----------.---|------------ hiner iiearet 
Appropriation: 

CS 28 So a cane biennale abe nine duhinies be Baeitd 51, 100, 000 
nie oan dtenind ni, en cddiiheandbaebiewesniitcnidhiansetpndwe eed | 570, 000 





APPROPRIATION LANGUAGE 


Mr. Tuomas. Tell us about this item. First, let’s see the language 
in the bill. Explain the appropriation — language on page 322 of the 
committee print. Are you familiar with it, Mr. Stone ? 

Mr. Srone. Mr. Gardner has been handling it. 

Mr. Tuomas. Page 322 of the committe print. That is the new 
language, where you consolidated all the insurance programs. Read 
it and explain it, if you will, please. 

Mr. GarpNER (reading) : 


For military and naval insurance; for the payment of benefits and for transfer 
to the national service life-insurance fund, in accordance with the National 
Service Life Insurance Act of 1940, as amended; and for payment of liabilities 
under the Servicemen’s Indemnity Act of 1951: $ to remain available 
until expended: Provided, That the unexpended balances as of June 30, 1958, in 
the appropriations for “Military and naval insurance,” “National service life 
insurance,” and “Servicemen’s indemnities” shall be merged with this appro- 
priation: Provided further, That certain premiums provided by law to be 
credited to any of the above appropriations shall be credited to this appropria- 
tion: Provided further, That this appropriation shall be subject to the same 
statutory provisions and shall be available for the same purpose as formerly 
applied to the aforenamed approriations. 


Mr. Tuomas. What appropriations are consolidated in this new 
language? Put your finger on the old programs that have been elimi- 
nated by virtue of this new language. 

Mr. Garpner. Military and naval insurance, on page 332. 

Mr. Tuomas. It is pages 332, 333, and 334, is it not? 

Mr. Garpner. Military and naval insurance, the wording is on 332, 
and then it continues for national service. 

Mr. Tuomas. That has been eliminated, and that language is con- 
solidated into the new language on page 332, for language where we 
appropriated $4,275,000. How much appropriation are you request- 
ing for this year for that same language ? 

Mr Garpner. $4,348,000. 
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Mr. Tuomas. What is military and naval insurance? 

Mr. Garpner. It has two purposes. First is to continue the run- 
ning awards as a result of the War Risk Insurance Act of 1917. That 
is World War I insurance. And the second purpose, generally stated, 
is the transfer to the United States Government life-insurance fund 
for the expense of the extrahazard cases still being awarded under 
the World War I insurance. 

Mr. Tuomas. Go ahead. 

Mr. Garpner. That is the complete answer on that, Mr. Chairman. 

Mr. TxHomas. What is next ? 

Mr. Garpner. National service life, the appropriation is on page 
333 as it now exists. 

Mr. Tuomas. National service life; all right; last year we appro- 
priated $7,600,000. How much is involved this year, and what is 
national service life insurance ? 

Mr. Garpner. National service life is frequently referred to as 
World War II insurance. Actually it was issued up to 1951. 

Mr. THomas. How does it operate now ? 

Mr. Garpner. There is no new national service life insurance being 
issued. 

Mr. Tuomas. Why this money then? Why the request, Mr. 
Gardner ? 

Mr. Garpner. Because we are still paying claims. 

Mr. Tuomas. This is death claims from World War II, in other 
words ? 

Mr. Garpner. Yes, death claims due to the extra hazard of military 
and naval insurance. 

Mr. Tuomas. How much money are you looking for this year ? 

Mr. Garpner. The total this year is $12,666,000. 

Mr. Tuomas. When will you reach the maximum? About what year 
and sum will that figure be then dollarwise ? 

Mr. Garpner. We have long since passed the maximum, sir. 

Mr. Tuomas. Tell us when it was. 

Mr. Garpner. It is very much of a declining program. 

Mr. Tuomas. Tell us when it was then. 

Mr. Garpner. We reached the maximum in the “National service life 
insurance” appropriation during the big loss, war years of 1944 and 
1945. 

Mr. Toomas. What were those years then ? 

Mr. Potssant. We got about $414 billion in that account aceumula- 
tive to date. 

Mr. Baker. The largest appropriation was $467,450,000. 

Mr. Tuomas. That was 1950? 

Mr. Baker. Yes, sir. 

Mr. Tuomas. It has been averaging around about $450 million from 
1944 or 1945 to 1954 or 1957, has it not? 

Mr. Baker. A little more than that for the period 1944 to 1953. 

Mr. Toomas. What was it in 1952 and 1953 ? 

Mr. Garpner. I donot have it. 

Mr. Tuomas. Your recollection is pretty good, is it not ? 

Mr. Garpner. I can give you a cumulative figure to the present time, 
if you will just bear with mea moment. 
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The total transfer for the “National service life insurance” appro- 
priation, the cumulative totals from enactment of the act in 1940 to the 
end of 1956, $4,681,924,000, 

Mr. Tuomas, 1956, you say ¢ 

Mr. Garpwer. Yes, sir. 

Mr. Tuomas. $4.6 billion? 

Mr. Garpner. Yes, sir. Of course, that large figure was due to the 
fact that most of the claims came during the actual war-and later 
during the Korean war. 

Mr. in ie Is there anything else included in this consolidation 
langu 
xe peli Yes, sir; the servicemen’s indemnities. 

Mr Tuomas. Which page is that on? 

Mr. GarpneEr. Page 334. 

Mr. Tuomas. $29,877,500, and you had a supplemental on this item, 
didn’t yout g 

Mr. Garpner. Yes, sir. 

Mr. Tuomas. How much was that ? 

Mr. Garpner. $214 million. 

Mr. Tuomas. That makes it around $32 million. What will it be 
for 1959 under the consolidated language? 

Mr. GARDNER. $35,846,881. 

Mr. Tomas. Now explain servicemen’s indemnity; for what pur- 
pose is it ? 

Mr. Garpner. Servicemen’s indemnity was a coverage in the 
amount of $10,000, sometimes described as free insurance, which was 
provided when the issue of new national service life insurance for 
men entering on active duty was terminated in 1951, as a result of 
Public Law 23. 

Mr. Tuomas. In other words, the Government. gave him life insur- 
ance and paid for it. 

Mr. Garpner. Gave him $10,000 gratuity in lieu of national service 
life insurance. 

Mr. Tuomas. That was in 1951? 

Mr. Garpner. Yes; that was in 1951, and then that was terminated 
as of December 31, 1956, by Public Law 881. 

Mr. Tomas. What has been the biggest appropriation for this 
program ¢ 

Mr. Potssanr. Around $40 million, I think, we got at one time. 

Mr. Tuomas. In 1956, $40.5 billion was appropriated. | 

Mr. Garpner. Yes, sir. 

Mr. Tuomas. This is beginning to go down now, then, is it not? 

Mr. Garpner. Actually, sir, it will be about level at $36 million | 
until 1961, and then it will begin to come down. 

Mr. Tuomas. Does that include everything on page 322 now? 

Mr. Garpner. Yes, sir. They are the three items on page 322 of 
the appropriation bill. | 

Mr. Tuomas. And the total is $51 million for 1959 ? | 

Mr. Srone. $51,100,000. 

Mr. Tuomas. $51,100,000, against $55,315,000 for 1958 ? 

Mr. Baxer. That was the total cost in 1958, Mr. Chairman. We 
had some carryover funds from 1957 so we did not get that much 
appropriated. 
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Mr. Tuomas. You had a supplemental for 1958, too, did you not, 
for some of these programs? 

Mr. Poissant. Yes, sir. 

Mr. Baxer. $2,250,000. 

Mr. Txomas. You are asking here for about $58 million for 1958 ? 

Mr. Baxer. I think this includes the supplemental that we asked 
for. It is on a cost basis. Our total appropriation needs for 1958 are 
$44,002,500 due to about a $14 million carryover from 1957. 

Mr. Tuomas. Did we put page 18-1 in the record # 

Mr. Baker. Yes, sir. 


Unrrep States GOVERNMENT Lares InsurRANCE Funp 


Mr. Tuomas. Then let us put in page 18-2. 
(The page referred to follows:) 


Transfers to the United States Government life insurance fund are made to 
cover obligations incurred under United States Government life insurance 
policies under the following provisions of the World War Veterans’ Act, 1924 
(Public Law 242, 68th Cong.) as amended : 

(1) Section 302—death and total permanent disability claims determined 
to be traceable to the extra hazard of the military and naval service. 

(2) Seetion 313-—-total disability claims determined to be traceable to the 
extra hazard of the military and naval service. 

Transfers are also authorized under section 622 of the National Service Life 
Insurance Act of 1940, as amended, covering death and total permanent dis- 
ability claims incurred while waiver of United States Government life insurance 
premiums is in effect. 





7 , 
1957 actual | 1958 estimate | 1959 estimate 


—_ to United States Government Life Insurance fund 
or— 
(a) Death and total permanent disability elaims, see. 302, 


World War Veterans’ Act, 1924__.____- ss asinnee lieth $479, 065 $540, 250 $550, 125 
(6) Total disability claims, sec. 313, World War Veterans’ 
Aet, 1924 


et, bak 2 5 eG iS Gh ahem aang de tenes Rea eo ieed 134, 750 149, 750 149, 875 
(c) Death and total permanent disability cla'ms, see. 622, 
National Service Life Insurance Act, 1940, as 

emmeneee Jo. ..<.-... <i cnbcaidineudepcstakdmieeGasen 30, 330 10, 000 10, 000 
Total transfers to United States Government 


Lite Tederenes NE qo ack de nvkdodsnanasaientie 644, 145 700, 000 710, 000 








Mr. Tuomas. Let’s come back at 1 o’clock. 


AFTER RECESS 


Mr. Tuomas. Gentlemen, the committee will please come to order. 
Let us continue putting. into the record the amounts of these funds 
and the tables showing their condition, Mr. Reporter. 


Service-D1saBLep VETERANS’ INSURANCE FUND 


The next one is the service-disabled veterans’ insurance fund. 
We will place into the record at this point pages 19-1 and 19-2, 
showing the summaries. 


21543—5S—pt. 1——_51 
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(Material referred to follows :) 


SERVICE-DISABLED VETERANS’ INSURANCE FUND | 
This revolving fund, established pursuant to section 621 of the National Serv- | 


" 6 IE — etna ete re 


ice Life Insurance Act of 1940, as amended (88 U. 8. C. 821), receives premiums 

and pays claims on nonparticipating insurance policies issued to veterans with 

a service-connected disability which makes them ineligible for commercial insur- 

ance. The number of policies in force June 30, 1957, was 26,780 which is almost 

114 times the number in force June 30, 1956. It is estimated that the number , 
in force in fiscal years 1958 and 1959 will average 27,300 and 38,500 respectively. ; 
Administrative expenses of this program, which was initiated in 1951, are paid 
from the VA appropriation for general operating expenses. 

Fund requirements accrue pursuant to contracts of insurance between the 
veteran policyholder and the United States Government and as such are com- 
pletely uncontrollable administratively. 

Due to the fact that the program financed through the fund insures medically 
subtandard lives, and inasmuch as a large percentage (approximately 40 per- 
cent) of the policyholders have exercised premium waiver rights authorized by 
law, death claim payments and premium refunds have exceeded premium re- 
ceipts each year. This has necessitated periodic appropriations to restore capi- 
tal impairment of the fund. No appropriation is required in fiscal year 1959 for 
this purpose. Appropriations will be necessary in subsequent years to make up 
losses. 

An analysis of actual and estimated income and expense, and financial con- 
dition is included in the following financial statements. 


One ETI TREE A PCNA AAO 
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Revenue, expense, and retained earnings 


l | 
1957 actual | 1958 estimate | 1959 estimate 


_—_—-— 
Insurance program: 


it dadidsntenniasahaiimccddakapmeeesaesabagpanomedh $2, 203, 785 $2, 739, 327 $3, 407, 000 


Se ee eee ) 
| 
| 


I cilasbisiostictes wiki mn sdbaleat aims tnarlvneig aeltipihdiaa niente. 5, 156, 930 6, 424, 859 7, 560, 000 
i} UG hg ee ee en ee —2,953,145 | —3, 685, 532 —4, 153, 000 


Analysis of deficit: 
Deficit (—), beginning of year......................-.....- —4, 807, 90% —7, 761,238 | —11, 446,770 


3 
Adjustment of prior year loss. ...............-....--..-.-. —23 | 
Adjustment of policy loans 


: 
: 
| 
Deficit (—), end of year-..........-------------000------ | “ares —11, 446, 770 | —15, 599, 770 
: 





Statement of financial condition 





l i Dalal | 
1957 actual | 1958 estimate 1959 estimate 


























Assets: : 
Se NINO. . -. . <ntssuininie wajimnndae maniesensanmaioan $1, 119, 976 $2, 011, 997 $1, 048, 997 ' 
MORRIE TODRIVIIIIN, DOB oon ok neti ein save ceed 38, 165 33, 144 33, 144 
Ss atin enh ens 6 Gc ecbnetectnybaaunddeenveasend 160, 433 280, 089 509, 089 | 
Policy liens__..._..- Speepeneninambnseainesipeuntoncesuline 2, 656 3, 000 | 4, 000 

L scapicna haifa hemline ncnsditcmccadnnditiiedene 

I cindencendnetnduesshesdtinohdhienasstaiidberss | 1, 321, 230 2, 328, 230 1, 595, 230 

Liabilities: ae . 

Premiums paid in advance..........s-........-.------...- 272, 327 | 345, 000 425, 000 
Operating reserves: 
I oa a Bi nis chisel doe saci cqeeea ditto 4, 101, 152 6, 900, 000 9, 900, 000 | 
Reserve for future instalments on matured contracts. _. 926, 989 1, 070, 000 1, 220, 000 j 

Policy claims currently oustanding.....................-.. 782, 000 960, 000 1, 150, 000 

Tatab iMithes eS aj hi 35} as dk 6,082,468 | 9,275,000 | 12, 695, 000 

Investment of U. 8. Government: of stad BASRA Epes OBE ETUC Oa 
NN ae shal ninth Cw cienccics cnsigilleivy a Cipanteiiaealinicksans otecaiuataie | 3, 000, 000 4, 500, 000 | 4, 500, 000 
NR a sieinntiscandunsnk necsnccssereneseccnca-s--------] —%, 761,288 | —11,446,770 | —15, 599, 770 














Total Government investment —4, 761, 238 | —6,946,770 | —11, 099, 770 
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Status of certain fund balances 









| | 
1956.actual | 1957 actual | 1958 estimate | 1959 estimate 






Unexpended balance: Cash-...........-..--.-- $1, 119, 976 


$2, 011, 997 $1, 048, 997 

Obligated balance net: 
I, ok ol iene 6, 082, 468 9, 275, 000 12, 695, 000 
Accounts receivable, net (—)-_-.........-.-- —38, 165 —33, 144 —33, 144 
Total obligated balance.............-.-..- 3, 516, €97 6, 044, 303 9, 241, 856 12, 661, 856 









_ Se 
Unobligated balance. ........-...--.----- —7, 229,859 | —11, 612, 859 


Mr. Tuomas. Now, perhaps you can summarize this table for us 
uickly. 

" What is the status of this fund at the present time? What are the 
assets and the liabilities? 

Mr. Porssant. The assets as of the end of 1958 are estimated to be 
$2,398,930. | 

The assets as of the end of 1959 are estimated to be $1,595,230. 

That appears at the top of page 19-2 of the justifications. 

Mr. Tuomas. Can you tell us how much was originally set aside in 
the revolving fund? 


Mr. Porssant. The Congress appropriated so far to this fund $4.5 
million. 


—2, 879, 367 | —4, 924, 327 


LOSS ON THE FUND 


mr Tuomas. Does this fund cost the taxpayers any money each 
ear ? 
Mr. Porssant. Yes. 

Mr. Tuomas. If so, approximately how much? 

Mr. Porssant. I can’t tell you as of the present time. Of course, this 
is the only fund open to new issues and for the business that we now 
have in force. 

If you do it on an accrued basis, not on a cash-loss basis, it is running 
in the neighborhood of $4 million a year at the present time. 

Mr. Tuomas. It would appear, then, that this is one of the few that 
is costing you money. 

Mr. Poissant. That is right. 

Mr. Tuomas. And this concerns the program for veterans with 
service-connected disabilities, who cannot buy insurance at a compara- 
ble price on the open market. Is that correct ? 

Mr. Porssant. That is right. 

A lot of them, a large percentage of them, qualify for disability 
premium waiver immediately upon getting insurance. 

Mr. Tuomas. Can you tell us how many hold on to it? 

Mr. Porssant. At the end of the calendar year 1957, 30,327. 


Soprers’ AND Sators’ Crvit. Revrer Funp 


Mr. THomas. Next we have the soldiers’ and sailors’ civil relief fund. 


Mr. Reporter, will you place into the record at this point pages 20-1 
and 20-2 of the justifications. 
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(Material referred to follows:) 
So.prers’ AND Sariors’ Civic Revier Funp 


This revolving fund was established to implement the provisions of.article 5 
of the Soldiers’ and Sailors’ Civil Relief -Aet of 1940, as amended, under which 
the Government guarantees premiums due on commercial life-insurance policies 
held by servicemen while they are in service and for 2 years after discharge. 
On application of a serviceman (and subsequent approval thereof) the Govern- 
Ment guarantees the payment of any policy indebtedness not liquidated by the 
insured himself, but any such payment becomes a debt owed the Government 
by the insured. Administrative expenses of this activity are borne by the ap- 
propriation “General operating expenses, Veterans’ Administration.” 

As of June 30, 1957, slightly over 90,400 applications for guarantee had been 
approved since enactment of the authorizing legislation; less than 800 policies 
remain under the protection of the act, the others having terminated by volun- 
tary..withdrawal, automatic expiry or-maturity-ef the policy, 

In fiseal year 1957, 82 settlements (payments to commercial insurance com- 
panies under guaranteed policies) were made in the total amount of $23,913; 
80 settlements in the amount of $20,000 are estimated for both fiscal years 1958 
and 1959. The estimated repayments for 1958 and 1959 are $15,000 and $10,000 
respectively. 

Financial statements of income and expense, and financial condition for the 
past, current, and budget years are included below. 


Statement of income and expense 





| 
1957 actual | 1958 estimate | 1959 estimate 











inooemt: Repayments of claims receivable written off-- - -- ; Ba ects 
come; Repayments of claims receivahle Fig ncehdtahagh = tok Dh dc othe tits ie. Late eibsnce 

Reet Sena for, Se veer... ............>.-.--5-------..---=- DE BE Evencdaweceseedh-coewinehlinaie 
Analysis of deficit: ‘Deficit (—), beginning of year. -.-.-......-.-- 229, 728 —$214, 153 —$214, 153 
Deficit (—), end of yout 5 one -i a  eesse —214, 153 —2M, 153 ~214, 153 


Statement of financial condition 








1957 actual | 1958 estimate | 1959 estimate 























Assets: 
Cash with Treasury $446, 651 $441, 526 $431, 526 
Claims receivable.__-__- 42, 321 47, 321 57, 321 
a 5 iia sdlcial neces in ecm aigaiasleetmpiacseeen eh 488, 972 488, 847 488, 847 
Liabilities: 
hike Ud cite dk dsthin ne idaacbebnsucebhantins GP hi. diiceirss 
Government investment: 
Non-interest- epi — Start of year rome of 
year) _.-..- 703, 000 703, 000 703, 000 
Dafieit (— ey de lie asada 2 cea debrbaedl ont —214, 153 —214, 153 — 214, 153 


Total Government investment____............-.--- 488, 847 | 488, 847 488, 847 


Status of certain fund balances 


—— ——— - —_— - . ee 

















| 1956 1957 | 1958 | 1959 
| actual actual estimate estimate 
iu | 
ESE ee ee aes | 1 ey 
UWnexpended balance: Cash____-_..-._._._-_..._.----- $446, 032 $446, 651 526 | $431, 526 
Obligated balance, net: Current liabilities_._____-.~--- 164 125 | ee 
a. 431, 526 
ee 


I RRO 5 oii eon cc cnccecimns cee "445, 868 446, 526 | 441, 526 
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Mr. THomas. Can you now give us the status of this particular 
fund? ‘This is another revolving fund. 

Can you tell us about the condition of this one at the present time? 

Mr. Garpner. That is a fund, sir, which is provided to pay in- 
suran companies premiums which the veteran did not pay swith 2 
years after discharge, on policies guaranteed by the Government 
under the ‘Soldiers’ and-Sailors’ Civil Relief Act of 1940, which was 
amended in 1942. 

The total assets in the fund at the end of 1957 amounted to $488,972. 

At the end of 1959, we expect to have a total of $488,847. 


LOSS ON THE FUND 


Mr. Tomas. Does this fund cost the taxpayers any money ? 

Mr. Garpner. I did not quite hear you, Mr. Thomas, I am sorry. 

Mr. Tuomas. I might put it this way: Does this fund lose any 
money ¢ 

Mr. Garpner. Up until the present time it has lost a net of a quar- 
ter-million dollars. 

Mr. Potssant.- Yes. A little over $200,000 to date. 

We have appropriated about $2.5 million, of which about $2.3 
million has been recovered. 

We have a liability outstanding here of about $1,642,000 in the so- 
called “Plescha” case. 

Mr. Tuomas. What was the lawsuit you had in regard to this fund? 

Mr. Garpner. That was a suit to recover money that we collected 
from the veteran himself, principally from the 1948 and 1951 national 
service life insurance dividends, on policies which were put under the 
protection of the act of 1940 prior to the amendment im 1942. 

Mr. Tuomas. The ruling there was that they got what we might call 
a free ride? 

Mr. Garpner. The court did rule that they had a free ride. It 
was a 5 to4 ruling. 


VerTrerANs’ SpectaL Term INsurAnce Funpb 


Mr. Tuomas. Next we have the veterans’ special term insurance 
fund. 

In this regard, Mr. Reporter, will you please place into the record at 
this point pages 21-1 and 21-2 of the justifications. 

(Material referred to follows :) 


VETERANS’ SPECIAL TERM INSURANCE FUND 


This revolving fund was established pursuant to the Servicemen’s Indemnity 
and Insurance Act of 1951 (38 U. S. C. 822) to receive premiums and pay 
claims on nonparticipating term insurance issued to veterans who served in 
the Armed Forces subsequent to April 1951, and who applied for such insurance 
within 120 days after separation from service. Under provisions of the recently 
enacted Servicemen’s and Veterans’ Survivor Benefits Act, further issuance of 
this type insurance on or after January 1, 1957, was prohibited, uniess properly 
applied for prior to that date. As of June 30, 1957, almost 730,000 policies were 
in force providing over $6,646 million protection. Administrative expenses of 
the program are charged to the appropriation, “General operating expenses, 
Veterans’ Administration.” ‘ 

Favorable mortality experience on insurance written against this fund indi- 
cates that the assets will reach $62.9 million at the close of fiscal year 1959. Of 
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this amount, which except for a small cash balance will be invested in interest- 
bearing United States securities. It is expected that $16.2 million will be 
assigned to actuarial reserves and $46.7 million to surplus. 

Income of the fund will continue at about the 1958 level of $20 million in 
fiseal year 1959. Discontinuance of new issues after January 1, 1957 (except 
where acceptable application was submitted prior to that date), will decrease 
the income rate during the fiscal years following 1959. 

Expenditures represented by death-claim payments, will continue to increase 
in 1958 and 1959, but at a decreasing rate as the new legislation referred to 
above acts to halt new issues and decrease the number of policies in force. 

Statements of income and expense, and financial condition for the past, cur- 
rent, and budget years are included below. 


Revenue, expense ond retained earnings 


1957 actual | 1958 estimate | 1959 estimate 


Insurance program: 








DOOVONNNDL 0 5345555. seni t. cotcia,-.p dbs,0s--5445-5--).- 4 eT, SO. | 6 Se $20, 153, 000 
a ; oe Ei aewanemesins 8, 223, 280 7, 887, 254 7, 971, 700 
Net operating income. ena 9, 745, 371 12, 361, 784 12, 181, 300 
Nonoperating income or loss (- -): Writeoff of policy loans _____| ee eal <a 
Net income for the year_._....._......-....-.- 33 -| 9,745,355 | 12,361, 784 | 12, 181, 300 
Analysis of retained earnings: e 
Retained earnings, beginning of year_._._...-.-.......---- 12, 467, 100 22, 212, 448 34, 574, 232 


Adjustment of prior-year income -___-_- o- 


| | ee 


Retained earnings, end of year . ee we ke TS 46, 755, 532 


Statement of financial conden ; 


—- 
1957 actual | 1958 estimate | 1959 estimate 








Assets: | 
Cash with Treasury - - 3415..435.23G of $986, 604 $859, 590 $899, 599 
United States securities (par value). Nad ~iacubpwesanin Sis See 48, 600, 000 62, 000, 000 
Accounts receivable (net) - Sten cate aot 15, 566 18, 500 28, 000 
Policy liens----- - a . bali ticiayvewals 1, 429 1, 500 2, 000 
"eeeeeeeen sf. ds hoi... LL Bek. blink 35, 085, 599 49, 479, 599 62, 929, 599 
Liabilities: 
Premiums paid in advance - - - nln einislnpalmaih othe 5, 646, 338 5, 791, 300 5, 588, 300 
Operating reserves: 
Woliew wemeeweees ci. 6k sh SA -k. Ske 1, 761, 354 2, 015, 000 | 1, 937, 500 
Premium waiver and disability _-_- 1, 161, 197 1, 298, 332 1, 405, 832 
Reserve for future installments on matured contracts... 2, 418, 762 3, 650, 155 5, 009, 850 
Policy claims currently outstanding - -....-........-.--..- 1, 885, 500. 2, 150, 580 2, 232, 585 
Total liabilities - .__- Sn tadndie ceknebanninets 12, 873, 151 14, 905, 367 | 16, 174, 067 
Investment of U. 8. Government: 
Retained earnings (reserved for contingencies) - -.-- . -- 22, 212, 448 34, 574, 232 46, 755, 532 











Total liabilities and investment..................-..-.--| 35, 085, 599 49, 479, 599 | 62, 929, 599 





Status of certain fund balances 
Vie ———— , 
1956 1957, | 1958 1959 


actual | actual estimate | estimate 





T 


Unexpended balance: Cash and United States securities_ $20, 912, 508 \$35, 068, 604 |$49, 459, 599 | $62, 899, 599 





Total unexpended balance -___......------- __..| 20,912, 508 | 35, 068, 604 49, 459, 599 62, 899, 599 
Qbligated balance: | 
I ela ities Anebetet | 8, 483,943 | 12,873,151 | 14, 905, 367 16, 174, 067 
Accounts receivable (~) - - ......-.:----.-----+--..+| 36, 998 15, 566 18, 500 28, 000 
Total.obligated balance...........----. Sediment | 8,446,945 | 12, 857, 585 | 14, 886, 867 16, 146, 067 
EE HD on np ecncccuseulatnsusssaceen 12 


, 465, 563 | 22, 211, 019 34, 572,732 | 46, 753, 532 
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Mr. Tuomas. Can you tell us now about the veterans’ special term 
insurance fund and what is the status of it? 

Mr. Poissant. It is in good shape. 

That is one of the funds that is in very good shape. 


SURPLUS IN THE FUND 


I am not sure about it, but at the end of 1959, I believe there is a 
surplus there of $46 million. It is estimated that there will be a 
surplus of $46 million at the end of the year. 

{r. Tomas, What is the liability? I understand the total liability 
varies. 

Mr. Garpner. $14,905,000. 

Mr. Tuomas, How does this arise? 

I notice on page 21-1 of the justifications, which we have placed 
into the record, the following statement : 

This revolving fund was established pursuant to the Servicemen’s Indemnity 
and Insurance Act of 1951 (38 U.S. C. 822), to receive premiums and pay claims 
on nonparticipating term insurance issued to veterans who served in the Armed 
Forces subsequent to April 1951, and who applied for such insurance within 120 
days after separation from service * * *. 

How do you show this surplus ? 

Mr. Potssant. The surplus is shown on page 21-2. 

At the end of the year 1959 the assets are estimated to be $62,929,599. 

Mr. Tuomas. Yes. 

Mr. Porssant. The estimate of liabilities for the end of 1959 is in 
the amount of $16,174,067. 

Then there is the item of the so-called retained earnings to surplus, 
which is in the amount of $46,755,532. 

Mr. Tuomas. How does that accrue? 

Mr. PotssaNnr, It occurs because they are paying too high a pre- 
mium for their insurance. . 

Mr. Tuomas. We all understand that. 

Mr. Poissant, These veterans are beginning to understand it, too. 

Mr. Tuomas. The fact seems to be that all these rates are too high; 
are they not? 

Take the case of private insurance companies who sell straight life 
insurance. Consider their premiums. e have the situation now 
where men are living 20 years longer than they did 50 years ago, 
while the women are living 22 years longer. The rates were based 
on the life expectancy back in the old days and those rates have not 
been changed in 30 or 40 years. 

That is correct; is it not? 

Mr. Garpner. Our rates are based, by law, on the American Experi- 
ence Table of Mortality, which was accumulated between the years 
1856 and 1876. 

Mr. Tuomas. They make the tables and the rates, too; do they 
not ¢ 

Mr. Potssant. It does not make too much difference whether or not 
they are on a participating basis, because the excess is determined 
as the basis of the dividends. 

Mr. Tuomas. All straight life insurance is on a participating basis; 
is that not correct? 

Mr. Porssant. I think so. 
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Mr. Garpner. Those companies at a high rate are on a participating 
basis, so that is how those dividends come about. It is the same as we 
do on NSLI and USGLI. 


Apsustep Service CERTIFICATE Funp 


Mr. Tuomas. The next fund we have for consideration is the ad- 
justed service certificate fund. 


We will place into the record at this point, Mr. Reporter, page 22-1 
of the justifications. 


(Material referred to follows :) 


ADJUSTED SERVICE CERTIFICATE FUND 


The World War Adjusted Compensation Act of 1924 (38 U. S. C. 591-683), 
created this trust fund to receive appropriations for ultimate payment of the face 
value of adjusted service certificates issued to qualified World War I veterans 
pursuant to this act. Only a small portion of the certificates issued remain un- 
paid. Administrative expenses are charged to the appropriation “General Op- 
erating expenses,” Veterans’ Administration. 

The principal of the fund, except for a small cash balance, was invested in 
United States securities, and interest income therefrom was also availible to 
pay matured certificates. As of December 31, 1956, all United States securities 
held in the fund were paid off in full along with accrued interest. None of the 
fund will be reinvested and all payments will henceforth be made from the cash 
principal. 

Payments of certificates amounted to $262,904 during fiscal year 1957. It is 
expected that such payments will increase slightly to $275,000 in fiscal years 
1958 and 1959. The expenditures and balances of the fund for the past, current 
and budget years are reflected in the following schedule. 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 





PROGRAM BY ACTIVITIES 
Operating costs: 
Adjusted service payment program: Payment of World 


ar I adjusted service certificates (total obligations) ___- $262, 904 $275, 000 $275, 000 
FINANCING 
Unobligated balance brought forward: 
Cee ee St OC TES ea eee AE! Le tiled 10,393 | —4, 508, 606 —4, 233, 606 
United States securities (par value).._...............-. 66s >; PE Lieeathibiicnseh<csenss ae SS 
Unobligated balance carried forward: Cash_-___- ek acerca 4, 508, 606 4, 233, 606 3, 958, 606 
dagen IE Ea ced sb cies chwairn pangaae 





Mr. Tuomas. Can you tell us what is the status of this adjusted 
service certificate fund ? 

Mr. Garpner. There is cash on hand in that fund or securities. 
That is in the amount of $4.5 million. 

We expect that amount to be reduced to $4,233,606 by the end of 
the present year and to $3,958,606 by the end of next year. 

Mr. Tuomas. What is the nature of this fund now ? 

Mr. Garpner. That is the so-called bonus, under the Werld~War 
Adjusted Compensation Act. 

People who served in World War I were given what was known 
as an adjusted service certificate, which promised to pay off in 20 
years at a certain rate. Later, a law was passed, about 10 years later, 
which converted those into cash. 
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There are still some that are not paid. 

Mr. Tromas. Is there no limitation on the time to present the cer- 
tificates ? 

Mr. GarpNer. That iscorrect. There is none. 

Mr. Tuomas. I notice in your justification the following statement : 


Payments.of ‘certificates amounted to $262,904 during fiscal year 1957. It 
is expected that such payments will increase slightly to $275,000 in fiscal years 
1958 and 1959. 


What was the total amount under this fund ? 

Mr. Kexsey. It was pretty close to $4 billion. 

Mr. Tuomas. That was in the old big World War I bonus. Is 
that not correct ? 

Mr. Ketsey. Yes. 

Mr. Garpner. Around $4 billion. 

The figure that sticks in my mind is $3.8 billion. 

Mr. Kersey. I think you are right. 

Mr. Tuomas. There is no cutoff date, and a lot of these veterans 
are a little bit slow in claiming it. 

Mr. Garpwer. Yes, sir. 


Nationat Service Lire Insurance Funp 


Mr. Tuomas. The next fund we have for consideration is the na- 
tional service life insurance fund. 

Mr. Reporter, will you place into the record at this point, please, 
pages 23-1 and 23-2 of the justifications. 

(Material referred to follows :) 


NATIONAL Service Lire INSURANCE FuND 


This trust fund was established in 1940 as the financing mechanism for the 
World War II servicemen’s and veterans’ insurance program authorized by the 
National Service Life Insurance Act of 1940. Over 22 million policies have been 
issued under this program of which 5.4 million, totaling over $35 billion, remain 
in force. In 1951 the fund was closed to new issues and only reinstatements now 
add to the in-force totals. The fund is operated on a commercial basis to the 
greatest extent possible consistent with law. Administrative expenses are 
charged to the appropriation “General operating expenses, Veterans’ Admin- 
istration.” 

The assets of the fund, consisting almost entirely of interest-bearing United 
States securities and policy loans, are expected to increase from $5,775 million 
as of June 30, 1957 to $6,025 million on June 30, 1959, Liabilities, as of June 30, 
1957, of $5,316 million represents reserves for actuarially computed policy obli- 
gations ($5,208 million) and dividend credits and deposits ($108 million) with 
interest. Liabilities are expected to increase to $5,591 million in 1959, consisting 
of $5,457 million reserved for policy obligations and $134 million dividend credits 
and deposits. Surplus (retained earnings) as of June 30, 1957, of $458 million 
is expected to decrease $24 million by June 30, 1959. Surplus funds are reserved 
for contingencies. 

Income of the fund is derived from three sources—premium receipts, interest 
on investments; and transfers from the NSLI appropriation. A decrease in 
transfers from the appr&priation is expected to more than offset slight increases 
in premium receipts and interest on investments. The estimated decrease in 
transfers from the appropriation is attributable to a substantial decrease in the 
number of death claims expected on policies under waiver of premium while the 
insured is on active military duty (payments of claims on policies under such 
waiver are reimbursed by the appropriation). The number of such waiver cases 
will be greatly reduced as a result of provisions of the recently enacted Service- 
men’s and Veterans’ Survivor Benefits Act (Public Law 881) which (1) forbid 
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approval of waiver applications after January 1, 1957, and (2) preclude bene- 
ficiaries of policies under waiver from receiving higher indemnity compensation 
rates provided by this act. 

Fund expenditures are expected to remain at about the same level or slightly 
higher in 1959 over 1958. 

Statements of financial condition for the past, current, and budget years, are 
included below. Fund operating reserves are presented as liabilities on the 
statements. 


Statement of financial condition 











1957 actual 1958 estimate | 1959 estimate 


Assets: 
NE oa as ige alana $13, 211, 879 $13, 103, 821 $12, 441, 112 
United States securities (par value).......-.-..-.... 5, 570,310,000 | 5, 645, 310, 000 5, 724, 310, 000 
Accounts receivable, net .............-...---.---.-.- 8, 513, 800 5, 458, 500 6, 375, 000 
th ht on hens ocinbcewnneaninaaati 181, 936, 944 225, 000, 000 280, 000, 000 
LER che caihcigclibign pierre a nepeds abekeureoromre 636, 033 1, 000, 000 2, 000, 000 
IIE oid, ten cvicdnodpuelss dmcmeemaiaal 5, 774, 806, 656 | 5, 889, 872, 321 6,.025, 126, 112 
Liabilities: 
PIMA TLL lis nkeitcounaccscecsacedewdaemaindal 107, 873, 978 119, 976, 235 136, 216, 235 
Premiums paid in advance___......-..-..------.-.-- 82, 000, 957 79, 500, 000 77, 000, 000 
Operating reserves: 

UE BONN ob nnn ce ictnsndncnabsconecas 2, 042, 492,204 | 2, 240, 000, 000 2, 460, 000, 000 
Premium waiver and disability reserves... .-.-. 111, 081, 638 111, 000, 000 111, 000, 000 

Reserves for future installments on matured 
COMIGIIOUD. rh 8 ho Siok ett haaceihded 2, 854, 062,346 | 2, 760, 434. 000 2, 675, 961, 000 
Total disability income reserves__......-...-..-- 6, 897, 325 8, 000, 000 9, 150, 000 
Reserve for dividends declared_.............---- 96, 926, 461 111, 000, 000 107, 500, 000 
Policy claims currently outstanding__....-...-....-.. 15, 000, 000 14, 500, 000 14, 000, 000 
RU I obs SoS cideneracncuausne 5, 316,334,909 | 5, 444, 410, 235 5, 590, 827, 235 

Investment of U. 8. Government: Retained earn- 
ings (reserve for contingencies) _................... 458, 273, 747 445, 462, 086 434, 298, 877 
Total Habilities and investments_............... 5, 774, 608, 656 | 5, 889, 872, 321 | 6, 025, 126, 112 


Mr. Tuomas. Will you now tell us about the national service life 
insurance fund and the status of it. 

Mr. Potssant. This is the big one, sir. This is the World War II 
insurance fund. It has assets which are estimated to be $6 billion in 
1959. The liabilities figure is $5.6 billion. The surplus is a little 
over $400 million. 

Mr. Tuomas. It would seem, then, that you have a profit there of 
approximately a half billion dollars. 

Mr. Potssant. It is close to that. It is between four and five 
hundred million. 

We are retaining that for contingency. 

Mr. Tuomas. Are you giving the boys a real dividend every now 
and then? 

Mr. Porssant. They are getting a big dividend. 

Mr. Wuirtrer. As a matter of fact, it was increased this year. 

Mr. Potssant. We are paying $240 million in dividends this year. 


Mr. Wurrrter. And a special dividend in World War I this year. 
That is right. 


Mr. Potssant. That is right. 
Mr. Tuomas. How many policies do you havé in here? 
Mr. Potssant. In this particular fund we have about 5.4 million. 


Mr. Tuomas. I note the figure of $181,936,944 in policy loans. Can 
you eee that? 


Mr. Garpnrr. That is face value. 


A 
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Mr. Tuomas, Then you have policy liens in the amount of $636,033. 
At first I thought that figure of $636,033 might be the number of 
pees Fen against a total of $5"billion. That would not be 

ad at all. 

Mr. Potssant. No. Those are dollars. 

The policy loans are secured, of course, at the cash value of the 
policy. So there is no risk there. 

Mr. Tuomas. You haye an item of “policy reserves.” What sort of 
investment are these reserves? 

Mr. Porssant. Special Treasury certificates of indebtedness. Three 
percent certificates for all money invested, with the exception of the 
policy loans. 


INTEREST ON THE INSURANCE FUND 


Mr. Tiromas. Now I want to ask about the amount of interest that 
this fund earns. Is it statutory? 

Mr. Porssantr. Not exactly. No. Not the exact rate. 

Mr. Tuomas. Do you use a formula there? 

Mr. Potssant. The premium basis is prescribed in thelaw. But the 
rate on the investment is not prescribed. 

Mr. Tuomas. The rate that the fund draws? 

Mr. Porssant. That is right. 

The Secretary of the Treasury establishes that. 

Mr. Tuomas. The new formula of the civil service retirement fund 
prescribes an interest rate of 3 percent or 314 percent. 

Of course, that fund is in a state of insolvency to the tune of about 
$19 billion, as of today. 

I might point out that one-half of 1 percent interest on the amount 
of money in the fund, about $8 billion, would run in the neighborhood 
of $175 million a year. 

As money goes, that is a lot of money in itself. Is it not? 

Mr. Porssant. Surely. 

Mr. THomas. How - at your formula work out with reference to 
the rate of interest on this fund? Do you recall that? 

Mr. Porssant. They are giving us the same rate of interest as the 
prescribed premium basis calls for. And the excess mortality savings, 
of course, are returned in the form of —— 

Mr. Tuomas. Then the basic act has written in it what interest the 
fund is going to bear. Is that right? 

Mr. Potssant. No. May I tell you about the premium basis? 

Mr. Tuomas. I am talking about the interest now that the fund 
itself is going to draw. 

Mr. Porssant. The Secretary of the Treasury was given jurisdic- 
tion to invest the funds at a certain rate of interest. 

Mr. Tuomas. Can you tell us what are those rates? The Govern- 
ment is paying 4 or 4.25 percent. Is that not correct? 

Mr. Poissant. They are giving us 3 percent on all these. 

Mr. Tuomas. How does he arrive at the 3-percent rate? 

Mr. Potssant. It is according to the premium basis. That is about 
the only logical justification for the 3 percent that I can see. 

Mr. Txomas. Is it not based on the 5-year average of long-term 
investments ? 
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Mr. Porssant. No. That is because, actually, we would probably 


be getting more than 3 percent if they were being made on long-term 
investments. 


Mr. Tuomas. I cannot agre with you. You would be getting less, 
I am;afraid. That is what the civil service fund is based on. It 
is e less : About 214 percent. 
r. Tomniwe. I was thinking about the current market rate on 
long-term bonds. It is a little over 3 percent today. 
Mr. Tuomas. That is right, But that is plus a 5-year period. 
Now, you can average that out. I think that is the way it works. 


Untrrep States GOVERNMENT Lire INsurANCE Funp 


Mr. Tuomas. Now.we come to the United States Government life 
insurance fund. We will place into the record, Mr. Reporter, at this 
point, pages 24-1 and 24-2 of the justifications. 

(Material referred to follows :) 


UNITED STaTes GOVERNMENT LIFE INSURANCE FUND 


This trust fund was established in 1919 to receive premiums and pay claims 
on converted insurance issued under the provisions of the War Risk Insurance 
Act of September 2, 1914, as amended. A total of approximately 1,150,000 
United States Government life insurance policies have been issued of which 
nearly 370,000, providing coverage of about $1.6 billion, remained in force as of 
June 30, 1957. The fund was closed to new issues in April 1951 and the insur- 
ance in force is decreasing at an accelerating rate, now in the neighborhood of 
4 percent per year. The fund is operated on a commercial basis to the greatest 
possible extent consistent with law. Administrative expenses are charged to 
the appropriation, “General operating expenses, Veterans’ Administration,” 

The assets of the fund which are invested in interest-bearing securities and 
policy loans are estimated to decline from $1,323 million as of June 30, 1957, 
to $1,242 million on June 30, 1959, as an increasing number of policies mature 
as endowments and through death or disability of policyholders. Liabilities, 
as of June 30, 1957, of $1,183 million represents reserves for actuarially com- 
puted policy obligations ($1,175 million) and dividends deposited ($7.8 million) 
with interest. Surplus.(retained earnings) as of June 30, 1957, of $140 million 
is reserved for contingencies. 

Income of the fund is derived from premium receipts, interest on investments, 
and transfers from the military and naval insurance appropriation, for claims 
(a) resulting from the extra hazards of the insured veteran’s service and (b) 
arising on policies held by personnel on active military duty. A decrease in 
total income in 1959 is attributable to a decreasing income from premium 
receipts as policies in force decline. 

Fund expenditures are expected to show an increase in 1959 over 1957 and 
1958. Larger dividends to policyholders more than offset the decreasing require- 
ments for payment of death claims and matured endowments. 

Statements of financial condition for the past, current, and budget years are 


included below. Fund operating reserves are presented as lHabilities on the 
statements. 
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Statement of financial condition 





| 
1957 actual 1958 estimate 











Assets: 
Cash with Treasury......._...-.--.....--2---..-..- $088, 925 | $1, 393, 001 
United States securities (par value)_.__...._......_- 1, 200, 427,000 | 1,177, 127,000 
Accounts receivable, net... ....................-- 1, 802, 813 2, 48 
ener Ween oes SI clase 120, 120, 675 117, 600, 000 
Fe RS niin chs -) ck ansand ansehen’ dee adele 60, 973 ; 
OE SII sx os insnisetn si Garis day endaiigh So hada 1, 323, 400, 386 | 1, 298, 626, 572 
Liabilities: ia 
CI sia to te ae oN eae ed re 7, 794, 150 7, 896, 900 


Premiums paid in advance....______- Fleet oda 3, 712, 143 3, 400, 000 
Operating reserves; 


BORIC Y FOOT WOE on i <0 < 4s ~~ 55s 5-ns- lids ait 936, 037, 554 919, 200, 000 
Reserves for future installments on matured : 


COIN id. ois 4st 90) in vetenheineees 203, 945, 541 207, 500, 000 
Reserve for total disabitity_.........._..-....-- 12, 052, 138 12, 000, 000 
Reserve for dividends --_- inc cst titece sal 13, 727, 871 45, 000, 000 

Policy claims currently outstanding_-____._.......-. 5, 575, 926 5, 500, 000 
Total liabilities. __ _--e-----s--iren-| 1, 182,845,323 | 1,200, 496, 900 


Investment of U. 8. Government: Retained earnings 
(reserve for contingencies) ....___. ..................-- 140, 555, 063 08, 129, 672 


Total liabilities and investments_________......._- 1, 323, 400, 386 | 1, 208, 626, 572 








Mr. Tuomas. As regards the United States Government life insur- 
ance fund, what have you been doing in the case of World War I 
veterans here? You have not done anything recently, have you? 

Mr. Wuirtier. We are declaring a special Nividend. 

Mr. Tuomas. In what shape is this particular fund ? 

Mr. Potssanv. It is in very good shape. 

That is why we are able to pay the-—— 


SURPLUS IN THE FUND 


Mr. Tuomas, Can you tell us how much surplus there is in fund? 

Mr. Potssant. We have about $135 million or $140 million surplus 
now. We are going to pay out about $30 million or $35 million of it 
this year. 

Mr. Tuomas. What is the amount of the total liabilities? That is 
divided into how many policies at $10,000 each ? 

Mr. Potssant. There were 360,782 policies in that fund as of the 
end of the calendar year. 

There is a total there of $32 million or $33 million. 

Mr. Tuomas. What would the figure of that be per $1,000? 

Mr. Potssant. It is going to vary considerably, according to age, 


plan, and duration. But on the average I would say it is probably 
going to be around $100. 


Mr. Tuomas. Is that per $1,000? 
Mr. Poissan'r. I was talking only about per policy. _ I was talking 


only about individual policies. It will probably be more like $30 per 
$1,000, or something like that. 


Mr. Trromas. That isnot bad. Thank you, gentlemen. 


DepaRTMENT OF MEDICINE AND SURGERY 


Dr. Middleton, at this point, let me say that you have been very 
helpful to us. You have sat over there and have helped us out with 
your presence and, very often, with mformation, too. 





, 


We would like to thank you for being so patient with us. 
| Now we would like to have you sit at the table and tell us about 
: your medical program. We would like to have you give us the high- 
1 lights of your program and tell us what you have in mind and what ! 
: you want done. We would also like to know about what you are not 
; getting, and so forth. 
Doctor, do you have a formal statement to present to us? - Or would 
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you prefer to speak extemporaneously? You can do it whichever way 
you want to. But please feel free to tell us what you have on your 
mind. 


GENERAL STATEMENT 


Dr. Mippteron. Mr. Chairman and members of the committee, 
thank you for the opportunity to highlight the medical program that 
the budget is to support. ! 
As you would hope, and rightfully expect, my main concern is to | 
| sustain the quality of medical care afforded eligible veterans and, in 
: such context, to obtain the most for each tax dollar expended. Ris- 
ing cost is one of the realities that interpose if the advances in 
) medicine are to be applied. This circumstance is shared by all 
hospitals and clinics whether public or private. These increased 
costs cannot be forecast in detail and must be met as they occur and 
largely by deferral of other essential outlays, for example, equipment 
replacement, maintenance and repair work, staff attrition, et cetera. 
Our fiscal year 1959 forecast of total obligations to be incurred 
is $811,317,000. Of this amount $711,852,000—of which $4,802,000 is 
) reimbursable services—is under the “Inpatient care” heading and 
) finances the hospital and domicilary program. 


MEDICAL ADMINISTRATION AND MISCELLANEOUS EXPENSES 


Our “Medical administration and miscellaneous expenses” appro- 
priation request of $21,481,000, as you realize, includes the important 
programs of medical research and education and training as well as 
departmental requirements. These activities are vital to maintain- 

ing an effective and quality care program for veteran patients in the 
VA hospital system. 

A factor which conditions this program today—and it will have 
substantial impact in the future—is the increasing age of the veteran 
population. Our patients have need for more care—cancer, heart 
disease, hypertension—those conditions which will increase in fre- 
quency as aging advances. The evidence of a general increase in the 
general medical and surgical waiting lists over the past 3 years is 
before us. Larger numbers of our patients require care for disease 
which requires longer and even repeated periods of hospitalization. 
To meet the challenge of the aging process our patient care, research, 
and training programs are being necessary orientation. The present 
appropriation requests accepts the current level of activity in the 
latter vital area. By proper attention to this matter many can be 

| returned to lives of usefulness, 

. The requirement for care of veterans with tuberculosis has decreased 
during the past several years. A further projected decline in this 

' aréa will be involved in our programing for fiscal year 1959 as the 

Administrator has indicated. I would like to add a word of caution 
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to condition our thinking’ in connection with tuberculosis. The de- 
cline in patient load has come: about mainly as the result of a lesser 
number of days required to provide care in hospitals, and not because 
there has been any great decrease in the number of persons with 
tuberculosis. 

As you recall, I gave the figure of 315—average number of days’ hos- 
pital stay—coming down to 235. 

Although the trend of recent years is before us, we should keep in 
mind that a leveling off of the decrease must be anticipated as the 
veterans’ population becomes older. 

oat we are encountering an increased incidence in the later decades 
of life. 

The neuropsychiatric patients in our hospitals represent the largest 
single clinical group. The effects of rising costs, to which I referred 
a moment ago, are compounded in this area by a steadily increasin 
need for additional trained personnel. Initial results from the use o 
latest available methods of therapy—the tranquilizing drugs, for ex- 
ample—have made many of these patients amenable to other forms of 
treatment. If we are to have success in capitalizing on the effects 
of the tranquilizing drugs and increase the rate at which these patients 
are discharged, it will be from the application of these other recog- 
nized forms of treatment for the mentally ill. 


OUTPATIENT CARE 


The “Outpatient care” budget request for fiscal year 1959 is $75,798,- 
000, or $3.2 million less than our fiscal year 1958 appropriation. Ap- 
proximately $1.8 million of this reduction is associated with the decline 
in dental workloads resulting from Public Law 83, 84th Congress. 
The remaining $1.4 million of this reduction contemplates a rate of 
decline in demand for medical services which may prove overly opti- 
mistic. Only time will determine the validity of the workload esti- 
mate. 

Private physicians are continuing to increase rates charged under 
medical fee schedules, and budget policy does not authorize us to 
project these increases into our fiscal year 1959 appropriation request. 
That is the hometown care. The private physician alia over the care 
where there is not this service. 

Should medical-fee rates continue to rise, or should demands for 
medical outpatient service fail to decline to the extent projected in the 
estimate, it will be necessary to come back for other fiscal year 1959 
appropriations at a later date. 


SUPPLY DEPOTS 


The budget request of $2,316,000 for “Supply depots” will permit 
us to continue our program of transferring supply marketing divi- 
sions to VA supply depots where the agency’s procurement functions 
can be conducted more efficiently and economically. The estimate 
also provides for several urgently needed maintenance and repair 
projects at the Somerville, N. J., Depot. The $346,000 increase 
shown for this appropriation is compensated in large measure by com- 
parative transfers from other appropriations, and result from the 
consolidation of agency supply activities under the Department of 
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Medicine and Surgery. Because of the limited purpose of-this-ap- 
propriation, and the need to adequately serve all agency field sta- 
tions, it is most important that the full requested amount be provided. 
Thank you very much. 
Mr. Tuomas. Thank you very much, doctor. That was a nice 
statement. I will say it had a lot of meat in it. You certainly did 
not waste any words. 


NUMBER OF VA HOSPITALS 


Now let me ask you, doctor: How many hospitals are youeperat- 
ing at the present time? Also, can you tell us how many domiciliary 
naman and how many State homes you are operating at the present 
time ¢ 

Dr. Mippretron. The figure for the hospitals is 173. We are op- 
erating 17 domiciliaries. 

Mr. Tuomas. How many State homes do you patronize? 

Mr. Wise. We have currently about 9,000 members remaining in 
State homes, as of midyear. We believe it would be about 9,200 for 
the year. 

Mr. Tuomas. Do you have an installation that you patronize in 
practically every State in the Union? 

Mr. Wise. Nearly every State, sir. 

Mr. Tuomas. Before proceding further we will place into the 
record the appropriate justification material covering the department. 


SUMMARY OF APPROPRIATION REQUEST 


Mr. Reporter, will you place into the record at this point page 25-2 
of the justifications. 
(Material referred to follows:) 


SUMMARY OF APPROPRIATIONS 


Department of medicine and surgery 





Actual, Estimate, Estimate, | Increase (+) 





Appropriation title fiscal year fiscal year fiscal year or decrease 
1957 1958 1959 (—), 1959 
over 1958 
Medical Administration and miners 400 778 dom | Sat. yen em} om. det ton —— 
operating expenses appropriation or estimate. , 773, , 763, , 481, = , 
Inpatient eare appropriation or estimate. _.... 663, 900,000 | 706,200,000 | 707; 100,000 fies, 600 
Outpatient care appropriation or estimate-..._-. 82, 363, 000 79, 000, 000 75, 798, 000 —3, 202, 000 
Maintenance and operation of supply depots 
appropriation of estimate__._._...........-.--- 1, 628, 000 1, 790, 000 2, 136, 000 +346, 000 
Department of medicine and surgery appropria- 


EE ere eran ene an 768, 664,800 | 808,753,400 | 806,515,000 | —2, 238, 400 
1 








Mr. Tuomas. I note that your budget request for the entire De- 
partment of Medicine and Surgery is in the amount of $806,515,000, 
as compared to the amount of $808,753,400 for the year 1958. Can 
you explain that for us? 

Mr. Kersey. There are adjustments. 

Mr. Tuomas. You have a supplemental appropriation request of 
$6,032,000. That is correct, is it not? 

Mr. Baker. That is right. 

Mr. Tuomas. That makes a round figure, then, of $815 million. 
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Mr: Wase.. $4,200,000 is already forecast in the-fiseal year.1958 col- 
umn. There is an increase of about $1,832,000 for a fiscal year 1958 
estimate of $810,585,400. 

Mr. Tuomas. Your overall cost for the fiscal year 1957 is $768,- 
664,800, 

NUMBER OF OPERATING BEDS 


Will you tell us, please, how many beds you are going to operate? 
You show a decrease of $2,238,400 for the fiscal year 1959. How many 
beds are you going to operate in the year for which you are now 
requesting appropriations, Doctor ¢ 

r. Mippteron. 1,000 less than that figure. 

Mr. Tuomas. That is not what I am referring to. 

I believe the testimony yesterday was that the figure was about 
1,400 and that about a thousand of that was attributable to the 
tuberculosis beds. 

That brings the total down to what figure? Perhaps your budget 
officer there would like to answer. He probably has the information 
on those tables. 

Mr. Wise. On page 27-32 and page 27-33 there is shown a total 
of 120,910 beds projected for the fiscal year 1959. That represents 
a decrease of 1,397. 

Mr. Tuomas. Does that include the domiciliaries and your private 
home beds, too ¢ 

Mr. Wise. No,sir. That is hospitals only. 

Mr. Tuomas. What was your figure for hospitals, Doctor? As I 
recall it was 178. Is that figure correct? 

Mr. Wise. 173. 


NEW HOSPITAL CONSTRUCTION 


Mr. THomas. Do you have any new hospitals being built at the 
present time ¢ 


Dr. Mippteton. We have one at Palo Alto, Calif. That one was 
started from scratch. 

Mr. Scuwercuart. That is right. 

There is also one at Topeka which is under construction. 

Mr. Tuomas. When are you going to finish the hospital at Topeka ? 

Dr. Woxrorp. We will be in that hospital in September. 

Mr. Tuomas. What will the hospital cost you? 

Mr. Scuwetcnart. The contract price was'$18,977,000. 

Mr. THomas. How much money was appropriated for it originally ? 
I thought the figure was around $15 million. : 

Mr. Scuwetcuart. $21,059,000. 

Mr. Tuomas. That was 4 years ago. Was it not? 

Mr. Scuwercuart. It took about 214 years for construction. 

Mr. Tuomas. But the appropriation was handled about 4 years ago. 
I remember Dr. Menninger coming in here on that. How did we 
happen to miss our estimates so badly on that? Also, has it been 
cut down any ? 

Mr. Scuweicuart. That was the construction cost that I gave you 
there. That was the contract of construction. : 
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The equipment and technical services will make up almost the 
entire difference. The difference was about $1 million. There was 
a difference of about $1 million in that. 

Mr. Tuomas. Is that the neuropsychiatric with 1,000 beds? 

Mr. Scuweicuarr. Yes, sir. 

Mr. Tuomas. Is my understanding correct that the hospital at Palo 
Alto is to be a G. M. and S. hospital ? 

Dr. Mippieron. No, sir. 

Mr. Tuomas. How many beds are there to be in that hospital ? 

Mr. Epear. One thousand. 

Mr. Tuomas. When will that hospital be ready ? 

Dr. Woxtrorp. As I stated before, we will be in there in September. 

Mr. Tuomas. Is the hospital at Topeka, Kans., included in the fig- 
ure here? 

Dr. Woxrorp. Yes, sir. 

Dr. Mippteron. We have an old Army hospital there, which is a 
cantonment type. That is the Winter General Hospital. It is being 
replaced by this new construction. 

Mr. Tuomas. What about the Palo Alto Hospital? Will that one 
be included in this year’s budget request ? 

Mr. Epear. No, sir. 

It will be at least 2 years yet. 

Mr. Tuomas. Could you tell us now what other hospitals you have 
under construction, if any? There is the Topeka Hospital and there 
is the Palo Alto Hospital. Are there any others? What about 
Cleveland ? 

Mr. Epear. The one at Cleveland is under design. The Cleveland 
hospital and the Downey hospital are under design. They are not 
under construction. 

Mr. Tuomas. Then is my understanding correct: that you do not 
have any other hospital under construction, other than the two you 
mentioned? Those are the ones at Palo Alto and Topeka. 

Mr. Epear. That is right, sir. Complete hospitals. 


et aR min 
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INPATIENT CARE 
Program and financing 
‘ | 1957 actual 1958 estimate | 1959 estimate 
Program by activities: 
Operating costs: 


1. Maintenance and operation of hospitals: 




















(a) a SD csackiicreanctcscsescacpancaal $201, 103, 815 | $212, 501,000 | $215, 480, 000 
(6) Tuberculosis hospitals_................-.... 48, 895, 144 50, 440, 000 44, 387, 000 
(ec) General medical hospitals. ............-.... 363, 747,347 | 386, 721, 000 394, 771, 000 
2. Contract hospitals: 
Ce) CONN bis Mon cceniccpentacnsconte 5, 142, 709 4, 927, 000 4, 927, 000 
(6) Municipal and State hospitals_............- 1, 583, 792 1, 581, 000 1, 581, 000 
66): PORTED MONO i on nitttetresnsiantincene 6, 366, 142 6, 881, 000 7, 049, 000 
3. Maintenance and operation of domiciliary facilities: 
(a) Operation of Veterans’ Administration 
IE A atiocinaihsuictin thiandininiabacsaaanedsaiae 23, 298, 859 24, 703 000 24. 935, 000 
GP CURE Oe ooo ccincasocenanicn 5, 680, 512 6, 446, 000 6, 440, 000 
Total operating costs....................- 655, 818,320 | 694, 200, 000 699, 570, 000 
Capital outlay: 
1. Maintenance and operation of hospitals: 
(a) Neuropsychiatric hospitals_...............- 3, 161, 148 2, 130, 000 2, 053, 000 
(b) Tuberculosis me ee Sian themaidioamaemenl 754, 674 686, 000 676, 000 
(c) General medical hospitals. ................- 4, 331, 644 4, 593, 000 4, 410, 000 
2. Maintenance and operation of Veterans’ Adminis- , 
tration domiciliary homes.......................- 366, 093 341, 000 341, 000 
ORD Can OU 5 ih. ndids nc cc cccnsicintinuie 8, 613, 559 7, 750, 000 7, 480, 000 
‘Reimbursable costs: 
1. Maintenance and operation of hospitals: (c) General 
medion! hospitals. 2 i.0i Sooo ek ken ccntwiwkninenil 6, 389, 722 6, 656, 000 4, 302, 000 
————————— EES SS ——E————SES— SS 
POE Consist ps enicikineidlineschcobie ashen abel 670, 821, 601 708, 606, 000 711, 852, 000 
4. Relation of costs to obligations: Obligations incurred for 
costs of other years, net......................... a 48, 850 50, 000 50, 000 
Total program (obligations) _.................-....- 670, 870,451 | 708, 656, 000 711, 902, 000 
Financing: 
Advances and reimbursements from— 
IE To ois EAE: dcr bnnerinntninecetminnend —3, 216,315 | —3, 500,000 —3, 000, 000 
Non-Federal sources (38 U. 8. C. 701)_...--..-.-...-.- —3, 173,407 | —3, 156,000 —1, 802, 000 
Obligations in excess of availability. .....................- =~ G00, 7200 facts taste elastin ..8e~ 
New obligational authority. ._.........................- 663, 900,000 | 702,000, 000 707, 100, 000 
New obligational authority: 
ONES Bi ost cis AAT, Sin St oc cemcstinlninmisnnisatannial 662, 900,000 | 702, 000, 000 707, 100, 000 
Transferred (71 Stat. 179)— 
TI Si... nce daceepniennenne 4 5 ee SO ee 
“General operating expenses”’._ _...................-. Ta OOD) Baissea aes. 
Appropriation (adjusted). .......................... 663, 900, 000 702, 000, 000 707, 100, 000 
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Object classification 






































1957 actual 1958 estimate | 1959 estimate 
Total number of permanent positions.____.__._........_.-.--- 119, 244 119, 694 | 119, 455 
Full-time equivalent of all other positions -__-_- aa i Kaas 4, 707 4, 725 4,776 
Average number of all employees. __._._._..-....------ Saas ts 122, 296 122, 255 122, 014 
Number of employees at end of year. __..........-..----- ~. -- 132, 805 132, 575 132, 000 
Average GS grade ard salary_._.__. .._..-....._.-- o’ahdatd es 4.0 $3,800 4. 0 $3,880 | 4.0 $3, 892 
Average salary of ungraded positions............. . -.-- council $4, 420 ; 
01 Personal services costs: 
Permanent DD «: siencn Ja geaaus | Brae eee $481, 146,171 | $484, 579,000 | $487, 854, 000 
Positions WP EDreee PORTING «a erence 29, 441, 284 29, 461, 000 29, 762, 000 
Se UE NEE WINONS oso o nc ec rewecndcesul 11, 802, 860 13, 324, 000 12, 973, 000 
Total personal services costs___..........-..--.--.2s 522, 390;324 | 527, 364, 000 530, 589, 000 
Direet costs: | 
Se Fra oa, Sled wn oa biebemipeteee ewes 517, 310,495 | 522,299,000 | 526, 947,000 
02 Travel: | 
RN i ee 343, 708 366, 500 | 400, 000 
ere ina lerae ap dank sg SAseyacainde _| 2, 558, 406 2, 592, 500 | 2, 587, 000 
GS Tremepersetion of things. .... ...........-25.6..0..5.52- 544, 398 583, 000 573, 000 
INI Le roe Oe erate 207, 589 220, 000 220, 000 
04. Commiumication services._...............-..-..._._... 2, 553, 089 2, 629, 000 | 2, 586, 000 
05 Rents and utility serviees_......_..________.____- e* 10, 490, 505 10, 665, 000 10, 529, 000 
06 Printing and reproduction......_..............-_____. 121, 897 869, 000 | 863, 000 
Cl Caper ceeereeees ee weees. . .. ea 24, 165, 362 24, 613, 000 24, 836, 000 
Bacarra cemess MM oii... 565, 079 586, 000 | 586, 000 
08 Supplies and materials__._...._._...._...........__.- ‘ 53, 851,482 | 54, 472, 000 | 54, 644, 000 
NOIR, i 8 A AE sw a lernenesbevcioictcnnsecnaisnente 46, 813, 178 47, 548, 000 | 47, 098, 000 
ne ee a, en demndencen 8, 613, 559 7, 750, 000 7, 480, 000 
11 Grants, subsidies, and contributions._................._.- 5, 680, 512 36, 916, 000 38, 533, 000 
13. Refunds, awards, and indemmities.___.................... 439, 916 aia 
ED ey GE IIIIOD,.. so. Soke cs ok. oc cnn cence 211, 323 
ek 8 ae ere eos 674, 470, 538 
Deduct quarters and subsistence charges...................... 10, 038, 659 
NIN ig il hci ohh wid. d Soenestididemenegiicbnenaveleciensal 664, 431, 879 
Reimburéable costs: 
O01 Personal services......_................ 5, 079, 829 


07 -Other contractual services._.___.__- 
08 Sup lies aid materials.-_._._..._ 


nace namoan medion 453, 670 


09 Equipment.__- iui tiniglchtitesianiislsiinto 83, 066 
li ae 





Grants, subsidies, and contributions.._..........-........ 
Total reimbursable costs 








I Sih doch Ns nino sdk asicaecinnieneehdideandeoenimtabapss 670, 821, 601 
Obligations incurred for costs of other years, net_.............. 48, 850 


Total obligations 
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Mr. Tuomas. We would like to know also how many beds you are 
programing this year. 

I am referring now to inpatient care, for which you have a figure 
of $707,100,000. That is an increase of $900,000 over last year’s 
appropriation. 

NUMBER OF OPERATING BEDS 


How many beds are you going to occupy? I am referring to the 
average throughout the year. Whatever that figure is, it is 1,378 
less than last year, is it not ? 

Mr. Wise. 1,397. 

Mr. THomas, What was the figure for last year? 

Mr. Wise. For the fiscal year 1957 it was 121,144. 

For the current fiscal year it is 122,307. And for the year 1959, 
the figure is 120,910. 

Mr. Tuomas. 120,910? 

Mr. Wise. Yes. 

Dr. Mippueron. That is operating beds, sir. 

Mr. Tuomas. Why aeanid p ou have an increase of $900,000 if you 
are going to have 1,400 less beds ? 

Mr. Baxer. Including the supplemental appropriation for 1958, 
Mr. Chairman, that would be a decrease. It is $932,000 less in 1959. 


1958 SUPPLEMENTAL APPROPRIATIONS REQUEST 


Mr. Tuomas. What was the total amount of the supplemental ap- 
propriation ? 

Mr. Baker. $6,032,000. 

Mr. Tuomas. Is it all chargeable to inpatient care? 

Mr. Baker. Yes, sir. 

Mr. Tuomas. I note that for wage board increases the figure is 
$4,484,000. Apparently you were shortchanged there on reimburse- 
ments. 

Mr. Wise: $1,656,000 on-reimbursements, sir. 

Mr. Tuomas. What were your other two items? 

Mr. Wise. There is a $42,000 increase—— 

Mr. Tuomas. That is an increase in supplies and what? 

Mr. Wise. Pay increases for scientists and engineers. 

Mr. Tuomas. What was the other one, now? 

Mr. Wise. An increase for rising costs of supplies for the fiscal year 
1958, in the amount of $250,000. 

Mr. Tuomas. So that $250,000 was your increased cost for supplies. 
What was the rest of it? 

Mr. Wise. $42,000 for increased pay rates for the professional en- 
gineers and scientists. 

Mr. Tuomas. That was included. Is that to be added? 

Mr. Baxer. Not entirely, because we had $4,200,000. 

Mr. Tuomas. You had $706 million. What is your correct figure, 
then, for inpatient care for 1958 ? 

Mr. Baker. $708,032,000. 

Mr. Tuomas. How does that compare with—— 

Mr. Baker. A reduction of $932,000. 

Mr. Tuomas. That would indicate that it will be minus $932,000, 
not plus $900,000. Is that correct? 





820 


Mr. Baxer. That is right, sir. 

Mr. THomas. How much is that a bed? You have 1,400 beds below 
last year’s figure and you have a minus figure of $932,000. You can 
figure that out and give us the answer when you have it figured out. 

(The information requested is as follows :) 


The reduction of $932,000 for 1,397 less operating beds in fiscal year 1959 results 
in a net decrease averaging $667 per bed closed. 


NUMBER OF OPERATING BEDS 


Mr. Tomas. I am now reading from your 1958 act: 


The foregoing appropriation is predicated on furnishing inpatient care and 
treatment to an average of 140,800 patients. 

And you now have a figure of 139,042 patients for 1959. Is that the 
correct figure ? 

Mr. Baker. Yes, sir. 

Mr. Tuomas. Your cost is going to be based upon those figures. 

As to the limitation, the act states that this is all types of patients. 
That includes inpatient care, domiciliaries, and everything. 

Mr. Baxer. Yes, sir. 

Mr. THomas. It continues: 

Ss and less the number of * * * beneficiaries furnished such care and treat- 
ment, 

So that we had 120,910 beds in inpatient care. The limitation gen- 
erally for all your beds for this year has been 139,042. It would ap- 
pear, therefore, that you have nineteen-thousand-odd beds here for 
your domiciliary and for your contract installations. 

Dr. Mippteton. That is right. 


REIMBURSEMENTS 


Mr. Tuomas. What do you anticipate your reimbursements will 
be this year? You said that the insurance people sort of got into 
your funds to the tune of $1,600,000 last year. What do you think 
they will do to you this year? 

Mr. Wise. We have projected $4,802,000 for the fiscal year 1959. 
But you saw yesterday that the figure for one large company alone 
was about $750,000 a year. That is the largest single company that 
is still paying—or it was up until yesterday. 

Mr. Tuomas. What do you assume your reimbursement will be? 

Mr. Wise. I assume $1.5 million will be reduced from the $4.8 
million. 

Mr. Tuomas. Will your total figure of $806,515,000 take care of 
that deficiency? Or will it be your inpatient care figure of 
$707,100,000? 

Mr. Wise. With this event of yesterday, we will be about $1 million 
to $1.5 million a year short under the present appropriation estimate, 
due to that one factor alone. 

Mr. Tuomas. What are your other factors? From where else do 
you get reimbursements? And to what extent do you get them? 
What is their amount? 

Mr. Wise. About 85 or 90 percent of the non-Federal reimburse- 
ments received come from hospitalization services. There are other 
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collections from both Federal and non-Federal sources. For example, 
the Veterans Canteen Service pays money every year for the cost 
of utilities used in their activities operating in the hospitals. 

Mr. THomas. Do they pay no rent? 

Mr. Wise. No, sir. They are not required to pay it under the law. 

Mr. THomas. Why do they pay for utilities only ? 

Mr. Wisr. That was provided under public law. 

Mr. Tuomas. I might point out that the canteens do a tremendous 
business and they serve a useful purpose also. I do not see any case 
for charging them just a little for the utilities and that is all. if you 
are going to charge them anything you ought to make them pay a 
proportionate share in accordance with the cost of the building. 

Mr. Wise. Congressman, the way things are going, this is our 
only good collection account. 

Mr. THomas. What do you mean when you say it is the only good 
account ¢ 

Mr. Wise. We know where they are and that they will pay. We 
are dealing with good people. 

Mr. Txomas. I suppose you mean that you can always put your 
hands on them. I will say they have some beautiful stores and they 
do a tremendous business, They are neatly operated. In my opinion, 
they are a credit to the hospitals generally. They serve a useful 
purpose. 

In fact, I never go into the veterans hospitals without going into 
the store. I suppose that is because of my interest in merchandising. 

Now, can you tell us what you receive in the way of reimbursement 
from the Government? I am referring now to the Army and Navy 
and so on. 

Mr. Baxer. Mr. Chairman, the estimate for next year is, I think, 
$3,100,000 from other Federal agencies. 

Mr. Tuomas. Let me quote here: 

* * * including the sum of $6,656,000 for reimbursable services performed for 
other Government agencies and individuals. 

From whom do you receive this money ? 

Mr. Baker. That was our estimate for the current year. That was 
changed to $5 million in the supplemental appropriation, which we 
presented about a week ago. That is the $1,656,000 that we included 
in our supplemental request. 

Mr. Tuomas. You have this bracketed out. Do you not? 

Mr. Baxer. That is right. 

Mr. THomas. Why do you want the language eliminated ? 

Mr. Baxer. It was felt it would be better management if we could 
determine specifically the amount of appropriation available related 
to the net number of patients. 

Mr. TxHomas. What will that figure be? Can you tell us that, look- 
ing at it through your darkest lens? How much are you going to get 
from the insurance companies? 

We would also like to know how much you are going to get from 
the Navy and the Army. Even at that, you will get $2.5 million; will 

ou not? 
¥ Mr. Baxer. We should get somewhere around $3 million or $3.5 
million total from all sources. 
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Mr. Tuomas. Is that included in your overall figure of $806,515,000 ? 

Mr. Baxer. That is the net appropriation requirements, excluding 
reimbursements. 

Mr. Tuomas. It is bracketed out here in the bill. It is not indicated 
here that it is included. 

Mr. Baxer. It is not:specified-in the language... However, in our 
justification reimbursements are considered in the total amount. 

Mr. Tuomas. Did you say that the letter from the insurance com- 
pany would indicate a reduction of $1 million in reimbursements ? 

Mr. Wise. Seven hundred and fifty thousand dollars. 

oo Tuomas. Does that indicate a deficiency of $750,000 to start 
wit 

Mr. Wise. Yes, sir; and I assume that the smaller companies will 
follow that trend. 

COST SUMMARY BY OBJECT 


Mr. Tuomas. Before we proceed to discuss outpatient care, if we 
have not already done so we will place into the record the justification 
materialon the impatient care, consisting of pages 27-1 and 27-2. 

(Material referred to follows :) 


ToraL INPATIENT CARE 


Cost summary by object 



































Actual, Estimate, | Estimate, (| Increase (+) 
fiscal year fiscal year fiscal year | or decrease 
1957 1958 1959 (—), 1959 
over 1958 
AVERAGE EMPLOYMENT 
VA employees... _- caeaeie z ie 119, 929 120,015 119, 765 | —250 
Average salary ___.- as : ‘ eu $4, 285 $4, | $4, 356 oe $2 
Consultants... __- : ite beaten d 1,017 1, 025 | 1, 034 +9 
COSTS RY ORJECTS 74 a y : 
01 Persanal.services ‘ara ---| $522,390,324 | $531, 295,000 , 689,000.| —$706, 000 
. —— , ie Seta (8, 702, 898) (8, 771,000)! (8, 862, 000) + (91, 000) 
02 ravel: 
Employee Reopens sesamin pagar sales ang 343, 708 366, 500 400, 000 +33, 500 
Beneficiaries ____-_..._- cada cAas 2, 558, 406 2, 592, 500 2, 587, 000 —65, 500 
03 Transportation of things...........-..-.-..- 751, 987 803, 000 793, 000 —10, 000 
EE Ee 2, 553, 039 2, 629, 000 2, 586, 000 —43, 000 
05 Rents and utilities. __._.._...._...-...-..-- 10, 490, 595 10, 665, 000 10, 529, 000 — 136, 000 
06 Printing and reproduction _ pista soph pet p abigail 121, 897 869, 000 863, 000 —6, 000 
07 Other contractual services _. ‘ wobide 24, 966, 861 25, 437, 000 25, 588, 000 +151, 000 
Contract hospitalization _ : (18, 092, 643); (13, 389,000); (13, 557, 000) + (168, 000) 
Employees insurance, Public Law 598. (1, 565, 300) (1, 568, 000) (1, 563, 000) — (5, 000) 
08 Supply and materials. ---__-- 101, 655, 067 | 103,000,000 | 102, 457, 000 — 543, 000 
de a casas ania (47, 266, 848)| (47, 998,000)| (47, 423, 000) — (575, 000) 
OO DUR os i a a 8, 696, 625 7, 826, 000 7, 534, 000 — 292, 000 
11 Grants, subsidies, and contributions. ...._- 5, 680, 512 37, 482, 000 38, 758,000 | +1, 276,000 
Civil service retirement......_________- -.--.--.------| (31,036,000)| (32, 318, 000)| +-(1, 282, 000) 
13 Refheds, sweeds, end indommitios......2---| AOD DIB boinc ne ssn in Lec inno onc- lace ccevens<eoe 
15 Taxes and assessments - sesced sequined 168, 000 | — 22, 000 
Total gross costs....... ee Fe) 723, 155, 792, 852,000 | —303, 000 
Less: Q. 8. and L___- ‘ i ..| —10, 038, 659 | —10, 349,000 | —11, 000, 000 —651, 000 
Net total.costs -.. as --| 670,821,601.) 712,806,000 | 711,852, 000 —954, 000 
~ Reimbursements received....._............ —6, 389,722 | —6, 656,000 | —4,802,000| +1, 354, 000 
Reimbursements receivable. .__.______- : —827, DE W842sb. asic tbwkdeoulad Rie. <k koen 
Proposed supplemental ...........--..-.4--|..---.-.---+-- 4, 200,000 |..-.-.-....-.. +4, 200, 000 
Add: Increase for cost of other years _-___.___-_- +48, 850 “+50, 000 PU ES Tete ccanertcacn 
Unobligated balances not available_...._...__.- URI Panos cb EB bth clod ce ease bide deeb bese’ 
Appropriation or estimate_________- ----] 663, 900,000 | 702,000,000 | 707,100,000 | +5, 100,000 








This appropriation provides for expenses necessary for maintenance and Opera- 
tion of Veterans’ Administration hospital and domiciliary facilities and for the 
care and treatment of eligible beneficiaries in contract hospitals and State home 
facilities. 

SCOPE OF INPATIENT CARE PROGRAMS 


During fiscal year 1957 the Veterans’ Administration operated 173 hospitals and 
17 domiciliaries in which care and treatment was provided to average daily 
beneficiary loads.of 111,265. patients -and.16;,908-domiciliary members. As.of June 
30, 1957, the rated bed capacity of the VA hospitals was 128,421 of which 7,842 
were unavailable on that date. Of the unavailable beds 745 were in the process 
of activation for patient care. Other beds not in operation were unavailable for 
the following reasons: 1,178 closed temporarily due to maintenance, conversion, 
or alternation of space; 776 due to difficulty in recruitment of required key pro- 
fessional personnel ; 4,704 for the most part designated for general medical and 
surgical patient care and not required by patient demand in the geographic area 
served by the hospital; and 439 for miscellaneous reasons such as unsuitable 
space under consideration for deletion from the rated capacity. 

Care and treatment also was provided on a contract reimbursable basis to 
a daily average of 3,060 veteran patients in civil, State, and other Federal hos- 
pitals, and to 8,938 members in State homes. The Federal Government provides 
partial financial support through a grant and aid program to defray costs of 
care furnished eligible beneficiaries maintained in the several State homes. 

Fiscal year .1957..workload .data.relating to the Veterans’ Administration in- 
patient care medical program will best illustrate the scope of this program. 


Beneficiaries | Fiseal year 
remaining | 1957 average 
June 30, 1957 | beneficiary 


Admissions | Discharges 




















| load 
siden hee ibe (iatsiel ethan satel platpadiemsicities 
Vk. Be itis nnkdaspien aeiahemiablaiat | 479, 794 479, 950 107, 816 | 111, 265 
RA GRE a ee 21, 509 20, 114 16, 391 | 16, 908 
Contract hospitals __._._.._.... Sewbidiuabl Jets 31, 061 27, 881 2, 619 3, 060 
Ee ited. cca neath sian cpigiaeaaenel | 7, 706 7, 562 8, 854 8, 938 
ane eraeeae —— 


Total_....... sanantcienssialniiek sae 540, 070 535, 507 | 135, 680 | 140, 171 


OUTPATIENT CARE 


Program and financing 





























| 1957 actual |'1958 estimate} 1959 estimate 
| snceijmeitieepelinittatiinailendchicieattas tend rediigteaitasen 
Program by activities: 
Operating costs: 
i I iliindtin cs ece ote Sgcteianble dismiss cone $9,814,929 | $9, 578, 060 $9, 422, 000 
2. Care of patents: | 
Gay Eisai ois ns cea bweuewdaedaa 54, 355, 475 58, 053, 533 57, 433, 000 
Oe TN os cae ws accuse) 1706197 6, 883, 644 4, 406, 000 
OD TUNE WII s sna ndidid ncn dd 4, 442, 980 4, 560, 000 . , 000 
| RE RS AR te a eee 45, 685 52, 763 53, 000 
PR I Soho ose da cnaeln tocitnnsphsauasaduene 81, 363, 266 79, 128, 000 75, 798, 000 
4. Relation of costs to obligations: 
Costs financed from obligations of other years, | 
MNT) sk seh cat As a aiein dpi sic ctwacignn si RR Eo 
Obligations incurred for costs of other years, 
Bh ans eats wainas sulin maha de RagiinCilahigmatitnepete 70, 702 “ Sie sa scasahics 
Total program (obligations) -__.._......-...-- 81, 433, 968 79, 000, 000 75, 798, 000 
Financing: Unobligated balance no longer available__..-__---- Ne aire cals as dla nianintdndicten 
New obligational authority. -.....................-...-.-- 82, 363, 000 79, 000, 000 75, 798, 000 
a’ = 
New obligatioral authority: 
SF finds cc conkotuttacdentcenk eoedidastain 82, 638, 000 79, 000, 000 75, 798, 000 
Transferred to ‘Inpatient care’’ (71 Stat. 179) ............- EL ED inns in oiamiinadhacdincanhenns 
Appropriation (adjusted). ..............-.-.-.-.-.-..-..- 82, 363, 000 79, 000, 000 75, 798, 000 











1 Includes capital outlay as follows: 1957, $1,040,861; 1958, $354,000; 1959, $261,000, 
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Object classification 


a 





1957 actual 
‘Total number of permanent positions........................- 6, 571 
Full-time equivalent of all other positions____..............._- 491 
Average number of all employees. -_-___.-_............---.--.-- 8, 900 
Number of employees at end of year.._...._-..-........---.-- 7, 370 
Fe ee eT nnn ee een cass 44 $4,209 
Average salary of wupedsa p positions... _- Bild. 5 $10, 640 
01 Personal services: 
Ne ne nau nanasideasesugee $43, 723, 376 
Positions other than permanent_-._.._.-.........-...- 2, 702, 988 
Other personal services _...........----.3:.-----2.---- 102, 026 
‘Total personal services... ..- ook st 46, 528, 390 
02 Travel: 
I li a arenas neti Eee ae bet es oda 194, 539 
i  namesna nin 4, 442, 980 
03 Transportation of things_................__.._...-_..- ~ 74, 224 
| Re ae pe ee ee eee 3, 946 
04 Communication services__.....................---.---.-. 580, 088 
06 Rents and utility services...-...-.......--.......-...-... 265, 751 
06 Printing and reproduction.______._......._..._.--__.-__- 4, 512 
07 Other contractual services. .-._......--..-..-..-....--.--- 1, 469, 138 
Medical and dental fees....................-.-........ 14, 863, 074 
SS ETERS ELE RS EES. 11, 825, 816 
ee mL cL c sk ilies ts dts 1, 040, 861 
11 Grants, subsidies, and contributions........_............_|-...---....-.. 
13 Refunds, awards, and itidemmnities.-._-..................-- 58, 138 
a ON cn a dewedbaeeemceen 11, 809 
RNR oe. een cenwcuntpeanebacmowers 81, 363, 266 
Costs financed from obligations of other years, net (—)_......_|_.-- 
Obligations incurred for costs of other years, net___.......__- "70, 702 
es 81, 433, 968 


1958 estimate | 1959 estimate 











6, 510 6, 147 

377 360 

8, 817 8, 401 

7, 330 6, 892 

4.4 $4,222/43 $4,236 
: ‘$10; 571 $10, 574 
$43, 820,000 | $42, 014, 000 
2, 535, 000 2, 530, 000 
226, 000 000 
46, 581, 000 44, 770, 000 
206, 400 220, 000 

4, 560, 000 4, 484, 000 
67,000 | 67, 000 

4, 600 | 4.000 

559, 000 | 529, 000 
255, 000 | 238, 000 

80, 000 | 80, 000 

1, 459, 000 1, 479, 000 
10, 502, 000 9, 166, 000 
1. 749, 000 11, 789, 000 
54, 000 261, 000 

2, oi, oo0 2, 700, 000 
12 000 11, 000 

79, 128, 000 75, 798, 000 
198,000 |.............. 
79, 000, 000 75, 798, 000 





Mr. Tuomas. We will now proceed to discuss the appropriation for 


outpatient care. 


COST SUMMARY BY OBJECT 


Will you please place into the record at this point, Mr. Reporter, 


page 28-1 of the justifications. 
Material referred to follows :) 
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OuTPATIENT CARE 
Cost summary by object 

























CII 9 5 op der sey soqren=-nedee< P a 
ve SEN o-ssateuceccee. slo cuedo lade 
Getetbtisecaslosanamwake coca SET 5 Mh 1,..7 Miibaclaecks 
Costs by object: 

Oh rr WE En. a dsdasedecan $46, 528,390 | $46,581,000 | $44,770, ono —$1, 811,000 
Medica! consultants _____- atéteduteaeeue (1, 418, 426) (1, 360, 000) (1, 360, 000) }.........-.--. 
Dental consultants... ................- (49, 203) (40, 000) (40, 000) |. . oreyasio 

02 Travel: 

Bae ants onan asceidesscn 194, 539 206, 400 220, 000 +13, 600 
 . techitatiapongnngs tavmen 4, 442, 980 4, 560, 000 4, 484, 000 —76, 000 

03 Transportation of things: 

Shipment of bodies__. sage’ 3, 946 4, 600 4, 000 —600 
GErdine selec 74, 224 67, 000 CE Aa cownmansee 

04 Communications__-___- ve 580, 088 559, 000 529, 000 —30, 000 

05 Rents and utilities. ........-..........- 265, 751 255, 000 * 000 —17,000 

06 Printing and reproduction_-_-__........- 4, 512 80, 000 SUE Biadk cd tovwence 

07 Other contractual services: 

ical and dental fees._.-........- 14, 863, 074 10, 502, 000 9, 166, 000 —1, 336, 
St ay PERRET eee oe, (7, 411, 600) % 112, 000) (8, 124, 000) (+12, 000) 
ERE oe oi se ers (7, 451, 474)4  (2,390,000)| (1,042, 000)} (—1, 348, 000 
a nniegillisaekorecaeinaeia 1, 469, 138 1 . 1, 479, 000 +20, 
Employment insurance, Public 
SR, (136, 938) (—6, 000) 
08 —— 
edical and dental supplies, . --.-- 7, 878, 029 +67, 000 
Prosthetic supplies. ._.............- 3,460,863 | 3,435,000 | 3,435,000 |_..........--- 
BEE GERI 6 hehin dna omc ntvivenn~40shdt 486, 924 —27, 000 
ee Beek 1, 040, 861 —93, 000 
11 Grants, subsidies, and contributions 
(CSR) --..-- shS Seiaiabieraia S Ok coset adic Milde atlanta cial +3, 000 
13 Refunds, awards, and indemnities.__._- 58, 138 GRE $ato- oe poset —42, 000 
15 Taxes and assessments _-__.........._... 11, 809 —1,000 
Oe CN NR i oc neces 81, 363, 266 —3, 330, 000 
Cost adjustment for other years-____- +70,702 | §—128,000 |...--..--..--. +128, 000 
‘ Total obligations.._.................. 81, 483, 968 —3, 202, 000 
Add: Unobligated balance or savings... _...... A ME Ro cine scsiiccidhbaghdithe tats ainwgeoaniianbiae 
~~ 3,-202,.000 


Adjusted appropriation or estimate. _ _.____--- 82, 363, 000 


Mr. Tuomas. The amount you are requesting for the outpatient 
care appropriation is $75,798,000. That is against $79 million in 1958, 
or a decrease of $3,202,000. 


BASIS FOR REDUCED APPROPRIATION 


On what is that decrease based ? 

Mr. Wisz. Roughly $1,800,000 is associated with a decrease in dental 
workload as a result of Public Law 83, of the 84th Congress. 

Mr. Tuomas. That is $1,800,000. 

Mr. Wise. Yes, sir. 

Mr. Tuomas. How much longer do we have to go on that program ? 

Mr. Wise. That program will continue indefinitely as the law pro- 
vides no cutoff date, but rather refers to one episode of treatment. 

Mr. Toomas. What makes up the balance ? 

Mr. Wise. $1,400,000 is the remainder. 

That is primarily associated with the decline in demand for medical 
care and services. That is other than dental. 

Mr. Tuomas. That is outside of inpatient care and clinic? 
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Mr. Wise. Purely outpatient service clinics. 
Mr. THomas. Is this alh outpatient? 
Mr. Wise. Yes, sir. 


MEDICAL AND DENTAL FEES 


Mr.'TFHomas. What part of that.is contract work ? 

That is under your other objects, is it ? 

Mr. Wise. Yes, sir, object “07”. In the contract or fee-basis work 
that holds about the same. Actually, any decrease in workload in 
bt hay basis program, is offset by the increased fees. 

THoMaS. ile I think of it, I would like to point out that funds 
ja object “07” are indicated on page 28-1 of the justifications, which 
has already been placed into the record. 

Your medical and dental fees for fiscal year 1959 are shown to be 
$9,166,000. Does that include both of them ? 

Mr. Baker. That isright, sir. 

Mr. Tuomas. The amount for medical fees is $8,124,000. 

Mr. Baxer. That is right. 

Mr. Tuomas. That isias against $8,112,000 for last year. 

Mr. Baxer. Yes, sir. 

FEE PATIENTS 


Mr. Tuomas. Now, I want to ask about the number of patients. 
What was it for 1957¢ Also for 1958 and 1959. That is, for medical 


ees. 

Mr. Wise. That appears on page 28-14. That will cover approxi- 
mately 579,500 individuals for medical purposes under the fee-basis 
a a4 Section I is “All — 

Homas. That is your 3 item under the “All purposes.” 
The actual figure shown there for 1957 is 584,114. The estimated 
figure for 1958 is shown as 580,700. Then your estimated figure for 
1959 is 579,500. 

Mr. Wise. Yes, sir. 

Mr.'FHomas: Do those figures indicate visits? Or dsit individuals? 

Mr. Wiser. Those are individuals. Whether there is a visit one or 
more times during a month. 

Mr. Tuomas. The doctor charges on the number of calls rather 
than the number of individuals. That is correct, is it not? 

Mr. Wise. Yes, sir. This will be paid on a monthly basis. 

Mr. Tuomas. But do you know the number of calls made by that 
number of individuals? 

Do you have a table showing the number of calls that the 584,114 
individuals made for the fiscal year 1957 ? 

Mr. Ketsry. That is the number of calls. Is it not? 

Mr. Tomas. It sounds mighty high. It would not be that many 
individuals. It must be calls. 

Dr. Mippieton. Yes, it is individuals. 


UNIT COST OF FEE PATIENTS 


Mr. Tuomas. You have it broken down here. You show a unit 
cost of $11.55 for 1957. For 1958 you show an estimated unit cost of 
$12.96. The estimate of cost for 1959 is shown as $12.96. 
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Mr. Wise. That translates to about 1,300,000 visits per year, Mr. 
Chairman. Or, on an annual basis, it would be about 2.2 visits per 
individual. 

Mr. Tuomas. Soit is inmdividnals, is it not ? 

Mr. Wise. Yes, sir. 

Mr. Tuomas. That would indicate that it would be a little in ex- 
cess of 1,200,000. But that does not quite ring the bell, either, be- 
cause the physician is charging you almost $13 a call. That would 
be about $30 million in your whole appropriation for this figure. 

Actually it is not that much. So that does not exactly check out, 
either, does it ? 

You have only about $9 million for it. 

Mr.-Wise. That-is right. 

Mr. Tuomas. On that basis, about what would it be? 

Mr. Wise. About $5 a visit. 

Mr. Tuomas. You have it set out here : about $12.96 per visit. 

Mr. Wise. That $12.96 relates back to the individuals, sir. That 
2.2 ratio was numbers of visits. That would run about $5 a visit. 

Mr. Tuomas. I just want to point out that your figure of $12.96 per 
visit does not sound right. In the first place, that seems to be too high 
a figure per visit. 

Mr. Wise. The actual cost per visit would be about $5. 

Mr. Tuomas. How much per year is that medical service to private 
doctors going up? Does this table reflect it accurately ? 

It shows $11.55 in 1957, and $12.96 estimated for 1958. 

The Bureau of Labor Statistics says that one of the items going to 
make-up the cost of living is the high increase.4n medical costs: Do 
you find that true in the veterans program? 

Mr. Wis. We have found that since the passage of the “Medicare” 
law, that there has been a substantial increase in the rates charged by 
private physicians. That is true even under State contracts. There 
has been a lot of pressure to increase those rates. Of course, the $12.96 
was the current cost estimated some months ago, at the time the esti- 
mate was prepared. 

Mr. Tuomas. Is that figure accurate, or not? Is that per visit? 
Does that mean that that was the total cost for each veteran during 
the year? 

Mr. Wise. For each veteran, for approximately 2.2 visits a year. 

Mr. Tuomas. So that, for the calendar year 1958, then, each visit 
was about $6.48. Isthat correct? 

Mr. Wise. There is a small fraction not accounted for there; two- 
tenths of a visit. 

OUTPATIENT MEDICAL FEE COST 


Mr. THomas. Can you give us a table showing for the last 7 years, 
beginning in 1950 and through 1958, what the contract price for medi- 
cal care has been ? 

Mr. Wise. We will have to supply it to go back that far, sir. We 
can furnish it. 

Mr. Tuomas. And, if you can, will you please break it down as to 
visits, per visit, per year ? 

Mr. Wise. Yes. 
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Outpatient medical-fee services 


Number of | Number of |Average num-) Average cost 
individuals visits to ber of visits | per individ- | Average cost 
visiting physicians | per — ual visiting per visit 
u 


| I | 


Fiseal year 1952, actual. -__..__-- 791, 605 


2, 082, 200 2.6 $12. 94 $4: 92 
Fiscal year 1953, actual. -......_.- 720, 889 1, 745, 000 2.4 11. 98 4.95 
Fiscal year 1954, actual_-..__.._-- 653, 447 1, 510, 000 2.3 11, 57 5. 01 
Fiseal year 1955, actual__-____-_-- 619, 199 1, 425, 000 2.3 11. 08 4.82 
Fiscal year 1956, actual. __..--..-. 604, 752 1, 375, 300 2.3 11.23 4. 98 
Fiscal year 1957, actual__-__---_-- 584, 114 1, 299, 200 2.2 11. 55 5.19 
Fiscal year 1958, estimate... -__-_- 580, 700: 1, 296, 400 2.2 12. 96 5. 89 
Fiscal year 1959, estimate_......- 579, 500 1, 293, 600 2.2 12. 96 5. 89 


Mr. Tuomas. Do you have a figure there, showing what it was in 
1952 or 1951? 

Mr. Wiser. It will be supplied, sir. 

Mr. Tuomas. Do you not have it here in the tables ? 

Mr. Wise. No, sir. 


ADEQUACY OF FUNDS FOR MEDICAL CARE PROGRAM 


Mr. Tuomas. Doctor, do you have enough money here to do your 
job in the manner in which you would like to do it? I am referring 
now to both inpatient.and outpatient care. 

Dr. Mippteron. We feel that we have reconciled all of our needs 
here, sir. We have certain problems that confront us. 
wait Tuomas. Are you short of any general medical and surgical 

2 

Mr. Wurrtter. Perhaps, Mr. Chairman—if the doctor will permit 
me—lI can speak to that. 

Dr. Mippieron. Yes. 

Mr. Wurrrtier. I think, in all fairness to medical, they are some- 
what concerned in the tuberculosis area. We have carefully reviewed 
the load as it stands. I think the doctor will correct me if my statistics 
are incorrect. The VA asked the Bureau of the Budget for $5,650,000 
more than appears here for inpatient care. However, I want to say 
that, as a result of our senelid tibtlate we feel that we may be able, 
at a reduction of some $21, million, instead of $5,650,000, to work out 
a plan where only obsolete hospitals might be closed with a minimum 
of controversy. If we have to absorb a cut as deep as the whole 
$5,650,000, some $3,325,000 more, we might have to close quite a number 
of additional hospitals. 

I want the committee to be aware of that. We might have to go as 
deep as seven hospitals. Those are all tuberculosis hospitals. 

Mr. Tuomas. This is quite a substantial appropriation. I do not 
see why you cannot scatter it around. I cannot understand why you 
have to close any of them. Why do you pick on the tuberculosis 
hospitals ¢ 

Mr. Wuirrier. Because there is a decline in TB. That is, not in 
the incidence, but in the actual load. 

Mr. Tuomas. I am talking about dollarwise. You have a lump-sum 
appropriation. You can apply it to the tuberculosis hospitals or the 
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neuropsychiatric or anyplace you want to. We do not put any strings 
on this vast sum of money. Why pick on TB? Why not shift it 
over to some other place, if you need some part of these funds there? 

Dr. Mippteron. Mr. Chairman, if the language of the appropriation 
act is clear to me, we are told there is a eae of $5,650,000, which 
is to be met by a loss of 830 patient load in the tuberculosis program. 
Admittedly, the load in tuberculosis has decreased. But, apparently, 
from the appropriation language, as I have quoted it, we do have to 
find that decrease. And, obviously, it is where the ioad is less. 

Mr. Tuomas. Are you referring this figure of 1,374 less beds for 
1959 than you had last year? 

Dr. Mippteron. It is predicated on a loss of 830 TB patients in 

art. 

Mr. Tuomas. They are not your figures ? 

Dr. Mippteron. They are in part determined by this loss of 830 
tuberculosis patient load. It is the area where we least need beds. 

Mr. Tuomas. What you are saying then is that the Veterans’ Ad- 
ministration did not close this number of beds. You still need this 
number of beds. Is that it? 

Mr. Wurrttier. We are saying that we think it would be difficult 
although possible, to get along. The only thing I can stand on is 
what is here. 

Mr. Tomas. What is where? 

Mr. Wuirtter. What is in the justifications that we have presented 
to you. 

r. Tomas. Can you tell me the source of all this information that 
has been handed out to the veterans’ organizations, in the type or 
form in which somebody in the Veterans’ Administration has been 
handing out? It all reads alike, and various members around here 
say you cannot do this and you cannot do that, that you are short 
this and short that. 

Mr. Wuirter. I think it comes from the President’s budget. In its 
language the President’s budget indicated some cuts. I think the 
veterans’ organizations acted as a result of that. 

Mr. Tuomas. How much more money do you need here now? 

Ts the figure of 120,910 beds accurate, or do yol need these 122,307 
that you had last year? 

Mr. Wnuirrter. I just want to point out to the committee what is 
indicated by this budget. 

Mr. Tuomas. I am not asking you that. I can read that chart, too. 

Will you take this opportunity to say right now whether this is 
the correct number of beds you need, as estimated in the budget? Or 
is this figure that you had last year correct? Which is correct? Or 
is some figure in between correct ? 

If you do not want to answer that, on the record, we can take the 
discussion off the record and you can tell us about it. 

Mr. Wurrtter. I assure you, sir, that, as far as I am concerned, the 
Administrator of Veterans’ Affairs, and, to the best of my knowledge, 
= one else inside the Veterans’ Administration has given out any 

gures. 

I think this inquiry comes about through the President’s budget and 
the indication therein of the possible closing of the hospitals. As a 
result of that information being made public in the budget the Vet- 
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erans’ organizations became concerned and made inquiries of the com- 
mittee on veterans’ benefits. 

I think that is where the information came from that has caused con- 
cern for members of other committees. 

Mr. Tomas. What I want to know is: Is this the correct number of 
beds? Your budget is predicated on inpatient care to the tune of 120,- 
910 beds. What about that, Dr. Middleton? What do you think 
about that? 

You can take it off the record if you like. 

( Discussion off the record.) 

Mr. Tuomas. Let’s repeat. Your total figure for inpatient care for 
1958 was what? 

Mr.“ Baker. $702 million, plus*the pending supplemental of 
$6,032,000. 

Mr. Tuomas. What isit for 1959? 

Mr. Baxer. $707,100,000. 

Mr. Tuomas. Well youareactually only $900,000 short, although the 
Administrator talks about $5 million short. 

Mr. Wurrtter. Do you remember the other day that Mr. Yates asked 
me the difference in this specific item between what the Veterans’ Ad- 
ministration had recommended to the Bureau of the Budget and what 
this figureis? That is the $5,650,000. 

Mr. Tuomas. That is what you asked the Bureau of the Budget for, 
but it is not what you got? 

Mr. Wurrrter. That is correct, sir. 

Mr. Tuomas. You only have a cut of less than $1 million and you 
virtualy asked-for $4 million or $5 million, or $6 million more. 


FACTORS WHICH WILL INFLUENCE 1959 BUDGET 


Mr. Wise. At page 27-9, the bottom of the page tells what certain 
of these costs are. For example, there is the payment for the civil 
service retirement costs, that is the Government share of civil service 
retirement fund contributions. There is over $1 million difference in 
that cost. We will pay it in 25 pay periods in 1957, and for the next 
year a will be for 1 additional pay period,or for the full 26 pay 

eriods. 
. Mr. Tuomas. As I recall, on every other page of this budget you 
add a little bit to your figures. You have a little bit in here, do you 
not? I will look and find it for you. There is some of yours in here, 
too. You are not absorbing any of that for 1959. 

Have you some of the appropriated funds in here for this year, too? 

Mr. Wisr. Yes; we have. 

Mr. Tuomas. Then what are you talking about all of this for? 

Mr. Wiser. I was explaining the difference, why there was a net 
$900,000 decrease for next year as against the loss of beds. 

Mr. THomas. That is the net. You have the appropriated funds. 
What are these other alleged items of expense over last year. 

Mr. Wise. A very substantial item will be the cost of wage rate 
increases granted this year and reflected in fiscal year 1959. We 


have the figure of $4,484,000 that we associate with the first half of 
this year. 
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Mr. Tuomas. That is an anticipatory figure. It has not accrued 
yet. 

Dr. Mippteton. We have to budget for it. 

Mr. Wise. That is the value in increases that is being paid now. 

Mr. Tuomas. It has not been accrued. You do not know what it 
will be. It may not be anything. 

Mr. Wise. That has already been paid for this year. That repre- 
sents just a half year’s salary, that 1s going to double when we pay 
it for the full year, in fiscal 1959. 

Mr. Tuomas. That has not even accrued. That is what I am talk- 
ing about. It may not ever accrue. It may go down. 

Mr. Wisr. I regret to report there has been no decrease in the wage 
rate program yet. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Proceed, Doctor, but I want to say that is an antici- 
patory figure, and it may not even come through; so you cannot stand 
on that leg,either. You had better get another leg now. 

Dr. Mippteton. You-take our best leg out from under us, then. 

Mr. Wuirtter. Just clear up a point there, Mr. Chairman—and 
there are perhaps two things I would like to say as to this—I think 
the first day we were here you were out of the room when Mr. Yates 
discussed in-patient care. 

Mr. Tuomas. I remember that. 

Mr. Wuirrtrer. Secondly, Mr. Kelsey suggests that I tell you that 
it has been a practice for a number of years for the Committee on 
Veterans’ Affairs, to request a statement of the xmounts that the VA 
submitted to the Bureau of the Budget, as well as the amounts that 
are in the present budget: so if there is additional information in that 
area, it was done only as a result of a formal request from that com- 
mittee, and not because the V A initiated it. 

Mr. Toomas. Who told you to say that? 

Mr. Keusry. I did, Mr. Thomas. We discussed that proposition 
with the Bureau of the Budget 2 or 3 years ago because of the concern 
we had about this request from the c hairman of the Veterans’ Affairs 
Committee, and it was indicated that we had no choice when there 
was an official request from the chairman for this sort of information. 

Mr. Tuomas. Mr. Kelsey, we know that as well as you do, but we 
do not want to embarrass you, and we will let you talk on or off the 
record. 

Now, let us get back to the question. Do you need $5 million, 
$1 million, or no millions over and above this figure set out in the 
budget for inpatient care? 

Mr. Wuirtier. If the committee will add $3,325,000 we could oper- 
ate more comfortably. If it is left as it stands, the Veterans’ Admin- 
istration will live within that figure as long as the committee under- 
stands what it means operationally. 

Mr. Tuomas. What was that figure you said you could operate 
within more comfortably ¢ 

Mr. Wurrtter. $3,325,000 beyond the figure that is here now. 
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CLOSING OF HOSPITALS 





Mr. Tuomas. You are not going to close 1 hospital, much less 7, are 


you, sir? 

Mr. Wurrtrer. If the figure stands as it is now, as it has been sub- 
mitted in this budget, it will mean the probably closing of a number 
of hospitals, as far as we can estimate at this time. 

Mr. Tuomas. I said it was seven. 

Mr. Wurrtier. That is correct, if the figure remains as it stands. 


Mr. Tuomas. Which is correct, 7 or 2? 

Mr. Wurrtier. If the budget stands as submitted, we would prob- 
ably have to close seven hospitals. 

Mr. Tuomas. Were you planning to close 2 or 3 of them, anyway, 
on account of this? 

Mr. Wuirtier. We would close some of them, anyway. 

Mr. Tomas. How many of the 7 would you close, anyway, if you 
had $10 million more ? 

Mr. Wunirrier. Two, and possibly more. 

Mr. Toomas. How many more? 

Mr. Wurrtier. I do not know that, sir. 

Mr. Tomas. Well that is very important. If you are going to 
close these hospitals, we presume, regardless of whether you had $5 
or $10 million more, it is not on the basis of beds, then ? If we were to : 
give you $10 million more, you would close them, anyway. 

Mr. Warrrier. On the basis of both beds and obsolescence. I think 
sometimes if you have tremendous pressures, you keep a hospital 
going, or keep it open a longer time. ' 

Mr. Tuomas. Well, I still do not know where we are. We do not | 
know whether you are going to close them if you have $10 million 
over and above the estimate, on account of their being old and obso- | 
lete, and if you were to have $3 million more whether you would keep 
them going or not. If you do not know, we do not. know. 

Mr. Ostertac. Are you required to consider adjustments and possi- 
ble additional uses of these hospitals in your programing, in order to 
keep them open, and in order to justify their existence? I am refer- 
ring to 5 out of the 7 hospitals. 

Mr. Warrrrer. I am not quite sure, Mr. Congressman, that I under- 
stand your question. 


Mr. Osrerrac. Well, some of the TB hospitals have been expanded 


; 
. 
: 


to greater uses than their original purpose, is that true? 

Mr. Wuirrier. That is true. 

Mr. Osrerrac. Is it possible that you might consider stepping up 
the uses of these hospitals over and above that of the treatment for 
tuberculosis ? 

Mr. Wurrrter. That has been considered. 

Mr. Osterrac. Is it being considered ? 

Mr. Wurrrrer. It has been considered. It is the policy at the pres- 
ent time to close TB beds if they are not going to be used for that 
purpose. 

Mr. Tuomas. You evidently know where the hospitals are and the 
number of beds. Why not tell us where they are, and the number of 
beds in each. 

Mr. Wurrttrr. The problem with that, sir, is, we have spent a great 
deal of time on the basis of the average daily patient load, attempting 
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to work out what we thought was the best plan to live within this 
budget. We have not at this time arrived at what we think is the best 
possible solution. Actually, the medical department submitted any 
number of plans. This gets down to closing some wards. It gets down 
to closing some beds. It gets down to closing some hospitals, and it is 
not an easy problem to solve. 

Mr. THomas. Will you tell us where the two hospitals are that you 
know you are going to close ¢ 

Mr. Wuirtier. Yes. 

Mr. Tuomas. For obsolescence ? 

Mr. Wuirrter. That we are going to attempt to close? One is in 
Memphis, Tenn., and another in Dayton, Ohio. 

Mr. Tuomas. Are those two to be replaced with brandnew hospitals? 

Mr. Wurrtrier. Well, we have a place for all of the patients who 
will be moved out of those hospitals, and the places we would move 
them would be immediately nearby. In one instance one hospital 
would be directly across the street. 

Mr. Tromas. I mean, sometime in the future, do you plan a re- 
placement for them, or is it all over when you close them ¢ 

Mr. Wurrrirer. We do not need additional beds for them. The TB 
load is declining, so that we not only can get the veterans in a place 
where the care will be better and the facilities will be better, but we 
can make a reduction of that amount. 

Mr. Wiser. Actually the patient load at the Crump Hospital could 
be taken care of at the Memphis Kennedy VA Hospital. It is much 
better with their facilities and staff. 

Mr. Tuomas. How many beds are involved in the two hospitals? 

Mr. Wiirrrer. Adding some wards we want to eliminate, I think it 


' would run over 400. 


Dr. Mippteton. Four hundred and thirty-one. 

Mr. Tuomas. Are these general hospitals ? 

Mr. Wuirttter. TB hospitals. You mean to which we are moving ? 

Mr. Tuomas. No; the hospital in Memphis, and what did you say 
the other one was ? 

Mr. Wnirrter. Dayton. 

Mr. Tuomas. They are TB-hospitals and not G. M. & S. hospitals? 

Mr. Wise. Crump is a TB hospital, and Dayton is a G. M. S. 
hospital combined with a domiciliary. There is one TB hospital 
building at Dayton which is really obsolete in its facilities, and its 
patient load is declining; we will still maintain TB services at the 
Dayton center. It is an extremely large institution. The TB service 
would be just reduced in scope. 

Mr. Tuomas. Inscope. And what about Memphis? 

Mr. Wisr. At Memphis, we would be able to continue to take care 
of all patients requiring the same care for tuberculosis at the Ken- 
nedy VA Hospital. 

Mr. Tuomas. But the VA hospital in Memphis, you would close, 
lock, stock, and barrel. 

Dr. Mippieron. It is merely the facilities. Actually, those two 
institutions, Crump and Kennedy, are consolidated ae one man- 
agement, and involved is merely the physical facilities. You might 
say that, not closing Crump division, would represent a few more 
beds; but we have a better situation and an excellent staff available 
at the other hospital division. 
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Mr. Tuomas. Now, what about the other five? You say definitely 
) fou do not need these two, and that is four-hundred-and-some-odd 
1 ds ; is that correct ? 

i} Dr. Mippteton. No; Iam sorry. This is a eomposite pattern that 
) we have been discussing, and in the normal, natural movement of 
your tuberculosis load you would relinquish the two stations that 

have already been cited. 

Mr. THomas. Well, how many beds are in the two? 

} Dr. Mippteton. There are 431 TB beds. Then in other areas you 

i would relinquish certain units, wards, or elements of a separate hos- 
. pital; so that this movement would be scattered over a number of 
. areas, to adjust ourselves to a total loss of 488 patient load. 

Mr. Tuomas. In the two installations? 
Dr. Mippteton. No. These other adjustments are by units, wards, 
. or sections, so that it would affect a number of places where there is 
) not the demand for tuberculosis beds. 
Mr. Ostertrac. Dr. Middleton, speaking of the two hospitals, how 
many patients are presently in these hospitals, and how many of them 
are TB patients, and where would the TB patients be transferred ? 
Mr. Wiser. Currently, in the Memphis hospital, that is, the Crump 
division, there are 247 operating beds. There are approximately 200 
patients there today, and with the normal seasonal decline we will 
| 
} 
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assume that for fiscal year 1959 the demand would be somewhere be- 
tween 100 and 160, for which we have beds available over at the 
) Kennedy Hospital division still in Memphis. Possibly some patients, 
those coming from Brecksville or the Oteen Hospital areas, or Nash- 
) ville, would be transferred to those hospitals nearer their homes where 
beds are available. At the Dayton Hospital there are 184 TB beds 
currently in operation. With the normal decline that would occur 
between now and the end of this fiscal year, we believe we could take 
care of the patient load in a renovated 54-bed ward at Dayton. For 
those veterans who have residences in other areas, say, near Indianap- 
olis or near Dearborn, we have available beds there, and the patients 
can be hospitalized nearer their homes than they are today. 
Mr. Osrertac. Are you referring to TB patients? 
Mr. Wise. Yes. 
Dr. Mippteron. Brecksville, Ohio, and Butler, Pa., would come into 
that area, too. 
AVAILABILITY OF BEDS 


Mr. Tuomas. Gentlemen, we have a letter from the chairman of the 
Veterans’ Affairs Committee, and he cites some information. This 
says: 


an atesonnta are teat 


Beds unavailable because the type of bed is not required to meet current 
operating plan. 


for NP hospitals, 101 beds; and for G. M. and S. hospitals, 3,519 beds. 
That is a total of 4,974. That is as of December 31, 1957. Now, 
there is really no demand for that 1,354 beds. It is just that you do 
not have money to operate them. You testified that you have 1,354 
beds that you did not need last year; 1,000 of them are TB’s. You 


) have 3,519 beds that you do not need in G. M. and S. hospitals; is 
| that right? 


The total is 4,974, and of that we have for TB hospitals 1,354 beds; | 
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Mr. Wuirtter. I would rather let the doctors speak to that. 

Dr. Mippteton. The hospital situation, so far as bed need is con- 
cerned, is a matter of general information tied closely to the lack of 
geographic distribution of beds that are available to us in the system 
in the first place. 

Mr. Tuomas. What you are saying then, Doctor, is that you may 
have 100 beds poorly placed and you can only use 50 of them in that 
poorly placed hospital, and if they were in a different place they could 
use the 100; is that what you are saying? 

Dr. Mippieron. Yes. 

Mr. Tuomas. All of the money in the kingdom cannot correct that 
situation. 

Dr. Mippteron. That is right. If you take these beds that are un- 
available because of the circumstance of not meeting current operating 
plans, that is the first factor that has to be brought into proper perspec- 
tive, the geographic maldistribution of the beds. 

Then Doctor Wolford has studied a w aiting for these several hospi- 
tals that are presently-under consideration. 

Mr. Tuomas. Before you go any further, what hospitals are you 
speaking of? Identify them. 

Dr. Mippteron. You have a list here, I think, on the next to the last 
page of this document. 

Mr. Tuomas. You indicate at the top of the list the TB hospitals. 

Dr. Mipptetron. Yes. There are no waiting lists in any of the tuber- 
culosis hospitals except the Oteen division, which has a waiting list 
of 32. We consider 10 percent as a normal waiting list. 

Mr. Tuomas. I am not sure that we are looking at the same thing. 
The table I have here limits the TB hospitals at the top, starting with 
Batavia, Brecksville, Castle Point, Excelsior Springs, Livermore, 
Madison, Memphis, Oteen, and Outwood. You do not total it up as 
to the total of beds in that group, but you have 25, 46, 156, and so forth, 
respectively. You do not need those beds. Is that what you mean by 
this table ? 

Mr. Osrertac. It is difficult to understand what is meant by “Beds 
unavailable” because the type of bed is not required to meet current 
operating plans. 

Mr. Wurrrir. If I may translate—perhaps it is extremely confus- 
ing, because unavailable means different things—and the figures that 
you are reading under that heading make it confusing. May I suggest 
that what we are dealing with here are three separate things, and each 
one needs to be defined. 

We are dealing with one statistic which has to do with rated capacity. 
“Rated capacity” means simply that with the buildings and walls that 

are now standing we could come up to maximum capac ity if we put 
beds in that space. 

The sec aa figure is for “beds in operation.” Our “rated capacity” 
is 128,496 as of December 31, 1957. The “beds in operation,” which 
means they are beds actually available if we had to use them, are 
121,326. 

There is a third figure, which is “Average daily patient load.” Now 
that means that if you were to take the added total of the number of 
patients in the hospitals each day for a year and then divide that great 
total by 365 you would come out with this figure. 
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Mr. Tuomas. We understand your terminology, Mr. Administrator, 
but your table does not say this. 

Mr. Wurrrter. That is exactly right. I found it somewhat con- 
fusing myself when I first reviewed it. 

Mr. Tuomas. What does your table mean? As for your TB beds, 

this second table, you mean it has that many beds for tuberculosis 
patients in these hospitals, that you do not need, that they are not 
a part of your plan for this fiscal year? 
*» Dr. Mippteron. I think on the table you are reading, which is the 
second from the last of this group of sheets that was given to you, 
the title of which is “Beds eonviskebie because the type of bed is not 
required to meet current operating plans,” if you read down, it means 
that those beds are not needed in those particular hospitals. 

Mr. Tuomas. All right; we understand what we are reading. We 
just want to know these other facts. 

Now, for NP hospitals, you have 2, 1 at Topeka and 1 at Murfrees- 
boro, Tenn. 

You mean you have that many beds you do not need, 22 in Mur- 
freesboro and 79 at Topeka? 

Mr. Mippteron. That is my understanding. Is that correct? 

Mr. Wise. That is right. 

Mr. Tuomas. Now for your G. M. and S. hospitals, you have them 
located at Alexandria, Aspinwall, Bath, Birmingham, and, coming 
down further on, the list you have Vancouver, Wadsworth, and also 
Erie, Pa., and Dublin. Then you have them all totaled up here. 
TB beds, 1,354 you do not need; NP beds, 101 you do not need; and 
G. M. and S. beds, 3,519 you do not need ; a total of 4,974. 

Mr. Wurrtier. That is correct. 

Mr. Tuomas. Mr. Reporter, insert this table in the record at this 
point. 

(The table is as follows: ) 
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Beds unavailable because the type of bed is not required to meet current operating 
plan, as of Dec. 31, 1957 


























Total TB Psy- Other Neuro- G.M. 
chotie logical and 8. 
TB hospitals: 
Batavia, N. Y- e Po cos Siew Seibe «> RRs 2 ee Zk a 
Brecksville, a dctatectaduasialel Ok I a ee i 
Castle Point, N. Y___---- slbenchd 156 
Excelsior Springs, Mo- — 34... BB bic ccockc cee den} becca cies. 
Livermore, Calif____- we BAT ie, Ge ini? Wen See eee 
Madison, Wis veh ok SiGaenl ST At OR en . enue eke . 
Memphis, Tenn_. pier fae 50 a i" 
| SLO» ia s esnanaied 933 oe RS 
Outwood, Ky._........... bateads SB} 05s Be oe ch Mat nns lb eee bode eda 
NP hospitals: | 
Murfreesboro, Tenn. .............--.- » 4 GABLE Te SSS Oe pido 22 
Ey Bebo nbn npn auch iene FO betrtcenp-enbighinien st nan neduns 26 53 
‘G. M. and 8. hospitals: | | 
Alexandria, La_...._..-- nade 435 OR hit 3 a Be 347 
Aspinwall, Pa___. 75 |... idea RS al is ; 75 
Bath, N. Y-_ Ri. Bel et TET 20 
Birmingham, Ala_.--- : to. 22 hn. ces CREE a 2 
Cincinnati, Ohio__.....___-- ; OOS 2) se ee eS oe ee 14 
Clarksburg, W. Va. OO Pies eB ne so in ssscubdh MMe aa hs 16 
Cleveland, Ohio. _____- ma ae i. ee lice cena 111 
Columbia, 8. C_- cea 5 >. eae SS ‘ $o5ch53 ss? Se 10 
Davies, O80... .........-.. ocean TE ol Ss ; 269 
Dearborn, Mich________- | we 1. : eo a. AS 33 
Dublin, Ga______- ee ke srr Gps dentbstipetine eed 24 
Erie, Pa_- 4: ee ore es ST nike 12 
Fargo, N. D._.....--- , : Blais SS | paacid bond iee te ct 28 
Fayetteville, N. C_ ; af ; i Fs - ine Mi 26 
Fort Harrison, Mont . WR ee eas ae bseg : 3 ? 63 
Hines, Ill. __- dieu 863 , ledas | esi a5 opie naa 863 
Jackson, Miss__-___- : ; 126 | 25 |_.- 3 Stes 101 
McKinney, Tex. 557 | Oe Bead hc mndlicuuelchedaaddeis 483 
Memphis (Ken ), “Tenn _. ee 365 | WO . catice tite a i hee 287 
Minot, N. Dak___-.-- a  egee ; nti oe 59 
Omaha, Nebr_. : i 26 |. soled: ieee at weds i Raich con 
Richmond, Va_.__-- | eS oe > iewinaiehce 54 
Shreveport, La Me Otic tS. Re: = s . ccaieionnal 6 
Vancouver, Wash__. We hots. ce, 5 Brrr 74 
Wadsworth, Kans_........---- Ms 136 BE Bonn tncecndineacoiwch bcuktck een eesewues 
West Haven, Conn. __.-- 88 iss diceice dine ne dacdmaireacddatewda 
NR Soi steiner souk 4,974 1, 843 | ae paen 52 3, 050 
ame ne ee it 1, 354 = |: BREA ae ee iene 
ne Nn coed See! ee fete ccs ae 26 75 
G.M. and 8. Hospitals. _...........__.-- 3, 519 489 dS ae 26 2, 975 














Mr. Wurrrtter. If it were possible and these were objects and not 
human beings with which you were dealing, and you could simply 
place the patient wherever you had a bed, or if you could move a bed 
from any one place to another location, you could solve many prob- 
blems. “Any such flexibility is extraordinarily difficult because 
you must live within geographical limits, and you must put patients 
in hospitals that are relatively near to the patient’s homes in order 
to preserve the contact with the community, in order to make the 
veteran accessible to relatives, to friends, and to familiar things. 

Mr. Tuomas. Does this mean that regardless of whether you have 
all the money in the kingdom, you are going to close this number of 
beds in these hospitals, or what does it mean ? 

Mr. Wuirtrer. No, sir. If I may summarize again, and now trans- 
late it into terms of waiting lists: Although there are empty beds in 
certain hospitals there are in other places substantial waiting lists. 
For sakes, the NP waiting list in New York, New Jersey, and 
Pennsylvania area runs into some 5,200. 

Mr. Tuomas. Mr. Administrator, all we w: 
we don’t mind you talking, because we are always delighted to hear 
you—but we are asking just a plain question now—regardless of the 
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amount of money you have, do you intend to close this number of beds 
in this list of hospitals that I hold in my hands, and have put into the 
record. 

Mr. Wisr. Most of those beds are not being operated today. 

Mr. Tuomas. Well, what is the answer, then ? 

Mr. Wise. The chart is merely related to the potential capacity, the 
constructed capacity of the hospitals, and most of these beds are not 
being operated today. 

Mr. Txomas. How does that affect your 1959 budget then ? 

Mr. Wise. In practically no instance here do we propose to operate 
these beds referred to next year. 

Mr. Tuomas. Have they been provided for in your 1959 budget ? 

Mr. Wise. These beds are not to be operated. 

Mr. Tuomas. Not to be operated. go that there is no money in your 
1959 budget for these 4,974 beds? 

Mr. Wise. That is correct. 

Mr. Tromas. And they are not operating now ? 

Mr. Wiser. No, sir. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Osrertac. I have a list here before me and when you say that 
there are 128,496 beds at all hospitals, that is the total capacity of all 
the hospitals providing all beds were in use, is that correct ? 

Dr. Mippieton. Yes. 

Mr. Osterrac. ‘Then you have an operating bed list of 121,326 beds, 
which is the total number of beds being operated in all those 
hospitals ? 

Mr. Wurrrtrer. That is right. 

Mr. Osrertac. Therefore you have unavailable beds, those that are 
not being used, in the amount of 7,308 ? 

Mr. Wurirtter. That is exactly right. That is the table you have. 

Mr. Trromas. And you have appropriated money for 140,000 beds. 

Mr. Osrerrac. Well, that is another question. 

Mr. Wurrtier. That is where the confusion lies. 

Mr. Osrerrac. I am trying to clear up this question of calling some- 
thing unavailable when actually that is not the true meaning. 

Mr. Wuirtier. That is exactly the point. 

Mr. Osterrac. It is actually not being used. 

Mr. Wurrrter. That is what is causing all the confusion, and that 
is why I defined the term. I agree the term “unavailable” is very mis- 
leading, and the Congressman has put his finger on the point of con- 
fusion. 

Mr. THomas. We asked you a dozen times: “Do you need money to 
operate these beds?” and we cannot get an answer. We understand the 
terminology you are using. We deal with this subject quite often. 
These are not matters of first impression to this committee. We have 
been going through this same thing for 10 years. 

Mr. Wurrrter. Well, the problem is that I am new at this. 

Mr. THomas. You are not so new at it. Now, if you will just tell us 
how much money you want and how many beds you are going to close, 
we can finish this thing up right quick. 

Mr. Wuirrier. I think I can summarize the whole thing, if I may, 
in just about 3 minutes. 
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If we eliminate the discussion of NP and eliminate the discussion of 
G. M. and S., and locations where we are operating, and talk about 
inpatient care, and limit it only to terms of TB beds, it is my belief 
I can outline our position fully. I have discused this fully with the 
Bureau of the Budget. If the budget stands exactly as it is, we can, 
you understand, live within it, and we will live within it, but it means 
eliminating a number of hospitals, as I pointed out. 

Mr. Tuomas. Well, you are certainly not living within it when you 
go closing hospitals; you know what you are going to run into. Every 
veteran in that area is going to complain. Do you need the beds? That 
is the question we are asking you. 

Mr. Wuirrtier. I would like to finish. I informed the Bureau of the 
Budget that if $3,365,000 were restored I could operate administra- 
tively, and I think comfortably, and use the TB beds that we feel would 
be proper, inside this program. That would mean that $2,285,000 of 
the Bureau of the Budget cut would stand and that we could close 
some hospitals with a minimum of controversy, and that we would im- 
prove the service to the veteran as well as reduce costs. 

Mr. Tuomas. How many of those beds will that $3,365,000 give you 
over and above what is called for in the budget ? 

Mr. Wuirrter. About 400, I think; maybe a few less. 

Dr. MippreTon. A few less than 400. 

Mr. Tuomas. All right; you have $707,100,000 budgeted for 1959, 
and you want $3,365,000 added to it. 

Mr. Wuirtter. That is correct, sir. 

Mr. Tuomas. And that takes care of inpatient care? 

Mr. Wurrtter. That is correct, sir. 

Mr. Toomas. What about your outpatients? 

Mr. Wurrtier. The outpatient load is declining very substantially, 
and the figure is perfectly all right as it now stands. There has been a 
substantial decline in dental care and in the clinic workload. We may 
be pressed, but we can live within it. 

Mr. Tuomas. Could that stand a little bit more reduction in out- 
patient care ? 

Mr. Wurrrter. We think not. 


CONSOLIDATION OF OUTPATIENT CLINICS 


Mr. Toomas. How many installations are you going to combine next 
year—outpatient clinics, with your regular hospitals? 

Mr. Wise. There are two such clinics, sir; the Miami clinic moves 
into the Coral Gables Hospital there, and a consolidation is planned 
at Dallas. 

Mr. Tuomas. Where was that last one? 

Mr. Wise. Dallas; the clinic will be moved into the hospital there. 

Mr. THomas. How many do you have consolidated now ? 

Mr. Wise. There are 31 to date, of which about 16 or 17 always have 
been in these establishments known as centers. 

Mr. Tromas. You have consolidated 15? 

Mr. Wise. Yes. 

Mr. Tuomas. How is that working out? 

Mr. Wise. Much better. We have complete hospital staffs there to 
draw on, a lot more medical staff. 
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Mr. Tuomas. Yes; there is bound to be. I cannot see any other 
way. It is saving you money administratively and it is more efli- 
cient—it is bound to be more efficient. 

Dr. Mippteton. It is much better. It is the only way in which 
to practice medicine. 

r. THomas. You cannot practice medicine all over the lot. That 
is what you were expected to do. 

Dr. Mippteton. They were dying on the vine. 

= Tuomas. That ought to be a reduction in your administrative 
costs ¢ 

Dr. Mippteton. Yes. 

Mr. THomas. What would that be, 10, 15, or 20 percent? 

Mr. Wise. It is a pretty substantial cut; over 20 percent. 


OTEEN, N. C., HOSPITAL 


Mr. Jonas. I wanted to ask the doctor what he is planning to do 
with Oteen. You have 900 beds that you are not using up there? 

Dr. Mippteton. That is correct. 

Mr. Jonas. You have stated that you had a waiting list. 

Dr. Mippteton. At Oteen, that is a working waiting list and not 
considered abnormal. Ten percent of the operating beds is consid- 
ered a fair waiting list. They really have no problem as far as a 
waiting list is concerned. 

Mr. Jonas. What do you plan to do with Oteen ? 

Mr. Epear. We had asked for renovation of the plant. That was 
deferred to consider the economic feasibility of constructing a new 
bed and clinic building in lieu of modernization of the existing obso- 
lete and widely scattered buildings, so at present we have no appropri- 
ation, and the project is now pending. 

Mr. Wise. In 1959 we retain the same operating levels as this year. 

Mr. Jonas. And continue the 900-bed vacancies? 

Mr. Epear. That is right. 

Dr. Mippteton. However, many of those cantonment type buildings 
have not been occupied for years. 

Mr. Tuomas. How many beds are being occupied there now? Ap- 
parently that has been a going installation up to recently ? 

Mr. Jonas. It had a 1,996-bed capacity. 

Mr. Tuomas. Is that an old military hospital? 

Mr. Jonas. No; a VA hospital. 

Well, there are two hospitals, Oteen proper and the Swannanoa 
division, which is a military hospital; but you list them separately on 
this compilation. Oteen proper has a rated bed capacity of 1,996. 
You have 1,063 operating beds and 933 vacant. 

Mr. Tuomas. I have a little personal interest in Oteen. I do not 
want my friends to think you are hurting anybody in the hospital up 
there. Why do you have to close it ? 

Dr. Mippteton. We are not closing it. 

Mr. Jonas. I didn’t hear what you said. 

Mr. Tuomas. I said I had a personal interest in Oteen, and I did 
not want to see them close it unless they absolutely had to. 

Dr. Mippteton. We are not closing. We are operating 2 units, 1 
at Oteen and 1 at Swannanoa, which are both under one management, 
a very superior management. 
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Mr. Tuomas. My friend, Congressman Shuford, said that he had 
information that the VA was planning to close all or a good part of 
it; that they were going to build a new building or modernize it; he 
was very unhappy and said it was one of the biggest hospitals in his 
State and served perhaps a couple of States. 

Mr. Wurrrter. I think what occurred was that when the President’s 
budget was announced it indicated some hospital closing, but without 
specifics. The American Legion assembled a list of all hospitals 

reviously recommended at some time for closing by different groups. 
he Legion publicized that list by mailing it around the country. 
That particular hospital fell in that list. When the Legion list was 
distributed all over the country the VA received many telegrams of 
protest although we had not—nor have we yet—made up a list of 

«specific hospitals for closing. 

Mr. Jonas. This is the Swannanoa division. You are not planning 
to close Oteen ¢ 

Mr. Wurrtter. That is right; we are not. 

Mr. Jonas. That was a temporary structure ? 

Dr. Mippteton. Yes. 

Mr. Jonas. That is what you contemplated closing, but never Oteen. 
Now, can you move everybody from Swannanoa into Oteen? 

Dr. Mippietron. After reconstruction. 

Mr. Jonas. But there is no money in this budget to reconstruct 
Oteen? 

Dr. Mippteton. That is right. 

Mr. Jonas. What will you do with the patients at Swannanoa? 

Dr. Mippteton. They are being maintained as 2 units of 1 operation. 

Mr. Jonas. You plan to continue, then ? 

Mr. Wise. In fiscal year 1959 there will be no change in the operat- 
ing levels. 

Mr. Jonas. The money in the budget will be sufficient to continue 
Swannanoa as it now is and continue Oteen, but no money is provided 
for the construction program at Oteen, which, when it is completed, 
will permit you to close Swannanoa ? 

Dr. Mippieton. That is right. We must continue Swannanoa to 
care for the patients who will be moved from Oteen during the 
construction period, so there is no desire to close either hospital right 
now. 

Mr. Jonas. You have patients at Swannanoa other than’ TB 
patients ¢ 

Dr. MipptetTon. Oh, yes. 

Mr. Jonas. But at Oteen proper you have only TB patients? 

Dr. Mippteton. Primarily, but nontubercular pulmonary patients, 
as well. 

Mr. Botanp. How many patients are at both hospitals now ? 

Mr. Jonas. That is listed. 

Mr. Botanp. It has a capacity of 1,996, but you say 933 beds are 
vacant. On the table, “List of VA hospitals with unavailable beds, 
as of December 31, 1957,” you have 933 unavailable beds listed for 
Oteen. That is, not required to be under the current operating plan, 
so apparently Oteen itself is almost capable of taking care of 1,000. 

Mr. Wise. There were 989 total patients on the 3d of February. 
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‘'. Mr. Bonanp. 989 total. There really isn’t any problem down there. 
You have 933 beds that are not now available, or not required to be 
financed out of your oe expense in this fiscal year, or rather, 
your current operating plan, but the total capacity of both installa- 
tions runs about 1,900 beds, and you say there are about 989 there 
now# 
' Dr. Mippteron. That is correct. 
Mr. Botanp. I do not see why you have any problem there at all. 
Dr. Mippteron. There is no problem. 
' Mr. Botanp. You are taking care of everyone that ought to be 
taken care of now, with the existing facilities at Oteen; are you not? 
' Dr. Mippteron. Plus Swannanoa. We have to keep Swannanoa, ' 
because it is taking care of the G. M. and S. bed load. j 
Mr. Tuomas. This is the first time I ever saw this list as part of+ 
your justification for this year. 
Mr. Jonas. I think he is talking about Oteen and Swannanoa. He 
was under the impression they were getting ready to close Swannanoa. 
Mr. Tuomas. I think that was a construction item. 
Mr. Jonas. That is right, to construct the new facility at Oteen. 
Mr. Boranp. Is not Oteen operating now ? 
Dr. Mippreron. Yes. : 
Mr. Botanp. What do you need a new facility for if you are taking ' 
care of everybody in the area? 
Dr. Mippteton. I am sorry, Mr. Congressman, but Swannanoa is 
one of the old cantonment types, that has to be declared excess shortly, 
because its upkee» is very expensive and there is not space in the Oteen 
installation for the accommodation of patients that are at Swannanoa, 
so the planning is to remodel or to reconstruct new facilities at Oteen, 
against which time we must keep both Swannanoa and Oteen open. 
Mr. Osrerrac. If you are going to use Oteen for handling Swan- : 


nanoa patients, it will be necessary to replace the present facilities; 
is that what you mean ? 


Dr. Mipptetron. Yes. 


Mr. Jonas. Mr. Boland’s point was that, according to this table, 
you have enough space in Oteen now to accommodate the Swannanoa : 
people without any new construction. Can you explain that? 

Mr. Boranp. Yes; that is what I would think from the figures. : 
The total for both hospitals is 1,996 beds, and the next to last page | 
indicates that there are now 933 available spaces that are not now 
needed for the operating plan, for the current operating plan. If 
that is so, it would seem there are just a few more beds necessary in 
combining the two of them, Oteen and Swannanoa. Do you follow | 
me? | 

Mr. Jonas. I do not believe they can put some of the patients from 
Swannanoa in the TB hospital. 

Mr. Botanp. That would be the answer. 

Mr. Jonas. Isthat the answer ? 

Dr. Mippieton. That is the answer in the main. In other words, it 
requires new construction. | 
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TUBERCULOSIS HOSPITALS 


Mr. Osrertac. I would like to raise a question here. We have a 
list of hospitals here, I think 10 in number, which are classified as TB 
hospitals, but it is not clear. 

r. Tuomas. This is the first time I have ever seen that list. I 
wish, if you have any information, you would give it to us at least 2 
or 3 hours in advance, so that the committee can look it over and study 
it. We do not know what this is about. Proceed. 

Mr. Osrerrac. It is not clear to me whether these hospitals are 
exclusively TB hospitals or a combination of various services. 

Dr. Mipp.eron. There are these 10 possibilities that you have out- 
lined here; and if I may speak to the principle involved, Batavia is 
taking care of both tuberculosis and long-term nontuberculous pul- 
monary patients. 

Brecksville has a few of that type of case. 

Castle Point has some of that type of patients. 

Excelsior Springs, likewise, has a dual function. 

Livermore, Calif., has a dual function ; Madison has a dual function; 
Memphis, Crump, is entirely tuberculosis patients. The nontuber- 
culous pulmonary patients are over at Kennedy. 

Oteen we have already described. 

Outwood has both types. 

San Fernando, Calif., is all tuberculosis. So a majority of these 
hospitals under the terms of reference have assumed certain general 
medical and surgical functions, as well as tuberculosis. 

Mr. Osrerrac. Let us assume for a moment that if the proposal, or 


_ if the general idea of closing 7 of these hospitals was to prevail, that 


would mean you would have just 3 hospitals left for that entire load, 
is that correct ? 


Dr. Mippteton. No. There are 20 hospitals for tuberculosis in the 
system. 

Mr. Ostertac. Where are they located? They are not listed here. 

Dr. Mippteton. No. There are about 173 hospitals in operation. 
This chart is not the total list. 

I think, Mr. Chairman, it would be helpful if we had a better and 
more clear picture of the patient waiting list. 

Mr. Tuomas. Off the record. 

(Discussion off the record. ) 
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MepicaL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSE 


Program and financing 


1957 actual | 1958 estimate | 1959 estimate 


























Program by activities: 
ing costs: 
“q! Medical, hospital, and domiciliary administration..| $7, 072, 129 $7, 847, 300 $7, 530, 000 
2. Administration of the construction program... ___- 1, 070, 847 1, 149, 600 1, 183, 335 
=e OR eer ee ae 6, 726, 546 8, 739, 500 9, 306, 200 
4. Prosthetic testing and development..__......______ 980, 375 995, 000 995, 000 
5. Medical education and training. -............._.._- 1, 122, 244 1, 306, 800 1, 306, 800 
ey NEED QUINN ia cnitec ss Sued asdomesoadats 16, 972, 141 20, 038, 200 20,3 321, 335 
Capital outlay: "ie 

1. Medical, hospital, and domiciliary administration __ 133, 085 15, 000 15, 000 
2. Administration of the construction Mths aiecah ciate 6, 461 7, 500 8, 665 
3. Medical research. ____- saad dicta 2, 400, 725 1, 604, 500 1, 037, 800 
4. Prosthetic testing and dev ‘elopment. Sc eis eae 4, 532 5, 000 5, 000 
5. Medical education and training._..__...___________ 249, 684 93, 200 93, 200 
rete COUN ORUIAY o-oo ih ets 3 2, 794, 487 1, 725, 200 1, 159, 665 
Total program costs_- 19, 766, 628 21, 763, 400 21, , 481, 000 

6. Relation of costs to obligations: Obligations in- 
curred for costs of other years, net___._.........-- 332, 403 |--------------|-------------- 
Total program (obligations) __ awaieenirll 20, 099, 031 “21, 763, 400° 21, 481, 000 
Financing: Unobligated balance no longer av ailable.. ea ee 674, 769 |_ i. bit sad 








Appropriation (new obligational authority) ............- 20, 773, 800 21, 763, 400 21, 481, 000 





Object classification 





| 
1957 actual | 1958 estimate 




















1959 estimate 
‘Total number of permanent positions-_--- chgudepaabeb tence 2, 264 2, 641 2, 724 
Fulltime equivalent of all other positions.. 4s ddl len heakeee 82 95 91 
Average number of all employees. -.--.....-..--------.----.-.- 2, 218 2, 536 2, 551 
Number of employees at end of year_.-..---.-..--------.---..-- 2 984 3, 059 3, 165 
Eres GS rae ane Uae y= 2... <5. 5... eee 7.0 $5, 322 67— $5, 127 | 6.7 $5, 134 
Average salary of ungraded positions.............------------- | $7, 559 7, 512 7, 337 


01 Personal services: 


| 











i aS ee a ee eae $11, 717,615 | $13, 185, 525 $13, 292, 200 
Positions other than permanent. ----.------------------ 754, 108 | 838, 600 911, 000 
SE EEE SUN TRUE Son 6 rnscocedecesnnhacwcciupees 41, 901 100, 075 101, 300 
Total personal services... ...-........--.----------.- 12, 513, 624 14, 124, 200 14, 304, 500 

02 Travel: 
NR onc sa desidtesttptdsunpiekiatbiclaweknuihe 971, 547 1, 046, 000 1, 138, 400 
nc attiatddvegbicasinessdonskpewebwwoe nw eciaxde 224 300 300 
03 Transportation of things---.......--- Pia ngiw his, Cada hae 40, 872 41, 200 42, 400 
04 Communication services-_-.-....----.-------------------- we 84, 841 93, 600 93, 600 
ig eee OE WINER s. 5.523 So ee cence cn 64, 708 70, 000 70, 000 
06 Printing and een arin cased Re hadins cs Selon g nal eae aibsigieee 4, 259 311, 000 311, 000 
07. Other contractual services_ - thea x utte wushiaaiaaoa 1, 721, 927 1, 897, 800 1, 896, 235 
08 Siplies Ne 8 6 od Sahin ince canner aotiepatine sie 1, 544, 948 1, 600, 800 1, 601, 400 
09: Hanwipment___________--. s dap deanhe datenacsee 2, 794, 487 1, 725, 200 1, 159, 665 
11 Grants, subsidies, DPeMNNINININ oo.n ea wcdcads os ceaaes 835, 900 847, 900 
13 Refunds, awards, and indemnities_-............-.--------- 14, 080 COOP tT. accuce ce? 
15 Taxes and assessments...........-..---------------------- 11, 111 13, 400 15, 600 
3 dl ee sabeinanals 19, 766, 628 21, 763, 400 21, 481, 000 
Obligations incurred for costs of other y ears, a aks er: Ee PEE iiss chaect reeves teat anin 
III lok s ead in cprsccemsenacannsecneicae 20, 099, 031 21, 763, 400 21, 481, 000 








Mr. Tuomas. Mr. Reporter, insert page 26-1 in the record at this 
point. 
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(The table is as follows:) 


Medical administration and miscellaneous operating expenses, $21,481,000—Cost 
summary by object 


Actual, Estimate, Estimate, | Increase (+) 

fiscal year fiscal year fiscal year or decrease 
1957 1958 1959 (—), 1959 
over 1958 


Average employment: 


TT, CN oo css rane a Galop San Semen 2, 102 2, 351 2, 380 +29 
POT TUE ein ong Satna nwsdbnede $5, 797 $5, 848 $5, 856 +$8 
Consultants_............. an Se 30 34 32 -2 


Costs by object: 


es lg, ee $12, 513,624 | $14,124,200 | $14, 304, 500 +$180, 300 

















| PRIEST RS Ess a (328, 119) (375, 000) (368, 200) — (6, 800) 
02 Travel: 
iis a osindiiiitinanieghimatuahan 971, 547 1, 046, 000 1, 138, 400 +92, 400 
TN a cas 224 300 I incites aiesbbercaktin 
03 Transportation of ae, a ae 40, 872 41, 200 42, 400 +1, 200 
04 Communications.____-_...........-.-- 84, 841 93, 600 Ci Gee t... ack c..-. 
05 Rents and utilities. _.................. | 64, 708 70, 000 | ees 
06 Printing and reproduction __-.-_.-.-_-.- 4, 250 311, 000 Eo Soo 
07 Other contractual services.___._....-..- | 1, 721, 927 1, 897, 800 1, 896, 235 —1, 565 
Employees’ insurance, Public Law 
598_ sit ere: (38, 058) (43, 600) (46, 000) + (2, 400) 
08 Supplies-- na Swaeienehdeeeianinalls 1, 544, 948 1, 600, 800 1, 601, 400 +600 
09 Equ ipment__ a | 2, 794, 487 1, 725, 200 | 1, 159, 665 — 565, 535 
11 Grants, subsidies, and contributions | 
(civil-service retirement) - _- ae SN Nellore ath eee 835, 900 847, 900 +12, 000 
13 Refunds, awards, and inde mnities______| 14, 080 J —4, 000 
15 Taxes and assessments. ._-__--- seine 11, 111 13, 400 | 15, 600 +2, 200 
=} 
OME ROE COIR, initdnne dance aceite 19, 766, 628 21, 763, 400 21, 481, 000 —282, 400 
Cost adjustment for other years___...-_._..--- +332, 403 | | ied 
Total obligations._......._- | 20,099, 031 21, 763, 400 21, 481, 000 — 282, 400 
Add unobligated balance or estimated sav ings..| 674, 769 |....._---- ras eae 
Appropriation or estimate____...........- 20, 773, 800 21, 763, 400 21, 481, 000 — 282, 400 





Mr. THomas. $21,481,000 for medical administration and miscel- 
laneous operating expenses in fiscal 1959, as against $21,763,400 in 
1958 and $20,773,800 for 1957. 

For this year you show a $282,400 decrease. You had 2,102 em- 
ployees in 1957; 2,351 in 1958, and 2,380 in 1959, an increase of 29. 

For consultants, you had 30 for 1957, 34 for 1958, and 32 for 1959. 

Your travel is a tremendous item. That goes up $92,400 this year, 
which means a total of $1,138,400, and that is all employee travel, with 
the exception of $300 beneficiary travel. 

“Other contractual services” is a tremendous item. For fiscal year 
1959 that is $1,896,235. 

Supplies shows a $600 increase and for 1959 you have $1,601,400. 

Equipment is still a tremendous item, even though it shows a 
$565,535 decrease, as against last year, the figure last year being 
$1,725,200. 

You have $21,481,000 against $21,763,400 last year. You have 
an unobligated balance which is not very big. 

Mr. Baxer. It is very small. 


COMPARISON OF COSTS BY PROGRAM 


Mr. Tuomas. Mr. Reporter, put the table on page 26-2 in the 
record. 
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(The table is as follows :) 


Medical administration and miscellaneous operating expenses, , 21,481,000—Com- 
‘Partvon of costs by program 








| | 

| Actual, | Estimate, | Estimate, | Increase (+) 

Program | fisealyear | fiscal year | fiscal year | or decrease 

1957 } 1958 | 1959 | (—), 1959 

| over 1958 

=e _| | 

Department of Medicine and Surgery-------- oa $7, 205, 214 $7, 862,300 | $7,545,000 | —$317, 300 
Central office_..........-- baie share lb dptGiel (5, 229, 035) | (5, 673, 700)| (5, 356, 400); — (317, 300) 
Area medical offices... -...-....-----.----.- (1, 976, 179) (2, 188, 600) (2, 188, 600) | tae ohakiiee 
Assistant Administrator for Construction... .._- 1, 077, 308 1, 157, 100 i, 192, 000 +-34, 900 
ee a eee 9, 127, 271 10, 344, 000 10, 344, 000 | -------------- 
Prosthetic testing and development-_--____..-_-- 984, 907 1, 000, 000 Ff eS ae 


Education and training. --.---...-...-...----.... 1, 371, 928 1, 400, 000 | 1, 400, 000 | 








liaiincantid |— oesmntinipantiiniatan 


I GI acn thconnienie<cntddemsua 19, 766, 628 21, 763, 400 «| 3 “21, 481, 000 — 282, 400 








Mr. Tuomas. This is a comparison of the cost, yy programs, for the 
3 years 1957, 1958, and 1959. 
“We have for the central office, $5,356,400 for 1959, which is $317,300 
less than last year. 
AREAS MEDICAL OFFICES 


For your 3 area medical offices, you have $2,188,600 for 1959. 
Dr. Mippieton. Seven. 
Mr. Tuomas. Did you expand recently ? 
Dr. Mippteron. No, sir. 
Mr. Tuomas. I thought it was three. 
Dr. Mippieton. It was 6 and went to 7. 
Mr. Tuomas. Where are they located now ¢ 
Dr. Mippteron. Boston, Trenton, Atlanta, Columbus, St. Paul, 
St. Louis, and Francisco. 
Mr. Tuomas. Will you give us the number of employees in those 
offices? Break that down into a table for your area medical offices, 
the 7 of them, and give us the number of employees in each 1. 
Dr. Mippieron. There are about 28 or 29 in each of the 7 offices. 
(The information requested is as follows :) 


Area medical offices personnel, Feral yeors 1958 aut 1959 


“ l 
Boston | Trenton | Atlanta | Colum- 





Minne- | | St. Louis San Fran-| Total 





bus | apolis cisco 
a ee scat deans tp dioesih cicada genie RMI ARLE eee SEES a 
| | | 
Doctors....- 4 4 4 4) 4 4 4 28 
Dentists__- 1 1 1 | 1 | 1 | 1 | 1 7 
Nurses- . 1 | 1 1 | i 1 | eB 1 | 7 
Classified _- 23 | 23 22 | 22 | 22 23 | 22 | 157 
Total....._____| 29 | 29 28 | 29 28 | 199 
| 


28 | | 28° 








FUNCTION OF AREA MEDICAL OFFICE 


Mr. Tuomas. What is the function of the area office? 
Dr. Mipptetron. They are the representatives of the central office 
in the field. They supervise the operations of our 173 hospitals, the 
clinics, and the domiciliaries. They interpret the policies created by 
the central office and reflect the reactions of the field to ~ h policies. 
That is extremely important. As a matter of fact, as I said before, 





A ersten 
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IT feel that I would fly blindly if I did not have the benefit of the area- 
oftice judgment of field operations. 

Mr. THomas. What is the total employment of the field offices? 
Around 250? 

Mr. Wise. 199 employees for 1958 and 1959. 

Mr. Tuomas. And the remainder of your 2,300 people are located in 
District of Columbia ? 


MEDICAL-RESEARCH PERSONNEL 


Mr. Wise. No, sir; that figure includes the research program as well. 

Mr. Tuomas. How many are in your research program ¢ 

Mr. Wise. In 1958 there are 1,280, and in 1959 there are 1,568, as 
shown in the table on page 26-18. 

Mr. Tuomas. That is your research program. Where are these 
research people located ? 

Mr. Wise. They are located in practically all of the field stations 
and hospitals. 

Mr. Tuomas. Yet we charge them here. 

Mr. Wise. They are paid under this appropriation, sir. 

Mr. Tuomas. Why is that? Are they charged to your Washington 
office appropriationwise and personnelwise? They are located in the 
field and they are part of the 2,380 people you charge to the central 
office. 

Mr. Wise. Under that same appropriation. Also, this appropria- 
tion includes funds for the educational-program expenses which oper- 
ates largely in the field. Of course, there are no people 

Mr. Tuomas. How many ? 

Mr. Wise. There are no people charged under the “Education pro- 
gram” heading. 

Mr. Trromas. Are these 1,368 research people a part of this 2,380 
that you charge to the central office? 

Mr. Boranp. You mean to the central-office appropriation ? 

Mr. Tuomas. I mean, are they part of the bodies ? 





AVERAGE EMPLOYMENT BY PROGRAM 


Mr. Baker. You mean, actually, how many people in the District of 
Columbia ? 

Mr. Tuomas. Yes. 

Mr. Baxer. 642 in medical administration for 1959. For 1958 it 
is 701. 

Mr. Tuomas. 701 for the current year and 709 for 1959 ? 

Mr. Baker. No; 642 for 1959. 

Mr. Tuomas. Where did I get that figure of 709 from? Did you 
use that? 

Dr. Mippieton. No. 

Mr. Tuomas. For 1959, how many? 

Mr. Baker. 642. 

Mr. Tuomas. For 1958, how many ? 

Mr. Baker. 701. 

Mr. Tuomas. For 1957? 

Mr. Baker. 717. 


21543—58—pt. 1-54 
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Mr. Tuomas. Now, where are these other 2,300 people that you set 
out here for medical administration? Where are they located ? 

Mr. Baxer. 199 are located in area medical offices; 149 in Assistant 
Administrator for Construction; 1,368 for 1959 in medical research. 
This is on page 26-4. 

Mr. Tuomas. I have that page right here. 

Mr. Wise. We have 22 in prosthetic testing and development. 

Mr. Tuomas. Are they located here, or are they located in New 
York? 

Mr. Baxer. They are in New York. 

Mr. Tuomas. And they are all charged here? 

Mr. Baxer. They are charged to this appropriation. 

Mr. Tuomas. All right—22. 

Mr. Baxer. That accounts for the total of 2,380 for 1959. 

Mr. Tuomas. 22 are located in New York and 1,368 are located 
where? 

Mr. Baxer. In hospitals, all over the United States. 

Mr. Tuomas. All over the lot? 

Mr. Baxer. Right. 

Mr. Tuomas. In how many hospitals out of your whole 173 are 
they? 

Mr. Wise. 104 of them. 

Mr. Tuomas. They are practicing physicians and researchers, too? 

Mr. Wise. Mainly biochemists or laboratory workers under the re- 
search program; very few physicians. We have some clinical in- 
vestigators that are M. D.’s. They are the only ones. 

Mr. Tuomas. These are not M. D.’s? 

Dr. Mippteron. We have the clinical-investigator program under 
which terms we enlist young men who have prospects in medical re- 
search, and there are presently 23 of those selected by a very out- 
standing committee. 

Mr. Tuomas. Mr. Reporter, insert the table on page 26-4 in the 
record. That is a breakdown of the employees for medical admin- 
istration and the location of them. 

(The table is as follows :) 





MeEpIcaL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSES 


Comparative average employment summary, by program 








Estimate, Estimate, | Increase (+) 











| | 
Actual, | 
Program | fiscal year fiscal year | fiscal year or decrease 
1957 } 1958 1959 (—), 1959 
| over 1958 
-— ——_———_—— - | — — 
Department of Medicine and Surgery --------- 905 | 900 841 —59 
SS SN ee ee , (717) (701) | (642) — (59) 
TE HB. 6 5 2 = 2s os one (188) (199) (199) (-) 
Assistant Administrator for Construction - - -- 149 149 149 : 
Ale ores ctwacocce wwe ndcenncewd 1, 030 1, 280 | 1, 368 +88 
Prosthetic testing and development -_----_-__-- 18 22 Oe. ees ae 
PTI, HII 6 noc neni iced scscnsesnfenegsosesen set died po eeeian ‘ ere so 
Total... .....---.-.--------------2------- 2, 102 | 2, 351 2, 380 +29 





Mr. Tuomas. It should be clearly shown that they charge 2,300 
employees against the central office as a part of the administrative 
program for medicine, but, in truth and in fact, they are not located 
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in the District of Columbia. One thousand three hundred and sixty- 


eight of them are located in about 104 hospitals, and we will go into 
that in a minute, and 199 are located in 7 area offices when, in truth and 
in fact, for the year 1959, there will be only 642 in Washington. 
Is that an accurate statement? 
Mr. Baker. Plus 149 for the Assistant Administrator for Con- 
struction. 
Mr. Tuomas. Yes; they are located here. 


Cost SummMARY BY Ossect or Mepicat-Researcu ProGrRAM 


Mr. Reporter, insert the table on page 26-18 in the record at this 
point. 


(The table is as follows :) 


Mepicat Researcnu, $10,344,000 


Cost summary by object 














Actual, Estimate, Estimate, | Increase (+) 
fiscal year fiscal year | fiscal year | or decrease 
1957 1958 1959 (—), 1959 
over 1958 
— — — — = 
Average employment: 
VA employees. -- errs acs 1, 030 | 1, 280 | 1, 368 +88 
Average salary - --- ‘ ‘ $4, 765 $4, 987 $5, 008 | +21 
Consultants ......... Srey unites 16 | 18 | We Bedieaes 
Costs by object: 
01 Personal services bin Sah atescs | $5, 037, 420- $6, 528,400 | $6, 996, 100 +$467, 700 
Medical consultants. --- scabies (123, 931) | (139, 200) | (139, 200) | .....-- 
Dental] consultants___............-- (4, 935) | (5, 800) | (6, 000) + (200) 
02 Travel, employee- ---- nical Pe 68, 556 83, 500 | 170, 000 +86, 500 
03 Transportation of things--- ee 10, 327 14, 000 | 14,000 |......._- s 
04 Communications ...........-- ‘ eae 3, 548 | 4, 900 | BE Feencetbs-ctnnns 
05 Rents and utilities..._..___- saeaal 462 | 1, 600 | er. 
07 Other contractual services ; 392, 007 439, 500 443, 200 +3, 700 
Employee insurance, Public Law 598___| (14, 720) | (20, 200) | (23, 900) + (3, 700) 
08 Supplies.......-- teed wd 1, 201, 500 1, 275, 500 1, 275, 500 |...-. ‘i 
09 Equipment. ---- 2, 400, 725 1, 604, 500 1, 037, 800 — 566, 700 
11 Grants, subsidies and contracts (civ il- eo i 
service retirement) _ ee . 377, 000 386, 800 +9, 800 
13 Refunds, awards, and indemnities._. __ 2, 828 SOS §i.06.-460s —3, 000 
15 Taxes and assessments. ............-.-- 9, 898 12, 100 14, 100 +2, 000 
re Dees ible Ls seeniagehe i aidalteiadineceadientaieees 
PERE Ry Gein nth aetantenoundseuee 9, 127, 271 10, 344, 000 WR SEE Se Beretnecenssce 











Mr. Tuomas. Page 26-18 covers your medical research program, 
which costs $10,344,000 and you show for 1959, 1,368 people. Where- 
abouts are these people located? You say you have 104 installations 
all over the country, and there are how many doctors doing this 
research ? 

Mr. Wise. Under this program I believe there are only about 25 to 
30 doctors who are clinical j investigators. 

Dr. Mippteton. Pardon me. That is 23, specifically. 

Mr. Tuomas. M. D.’s? 

Dr. Mippteron. M. D.’s. 

Mr. THomas. What are the other 1,345? 

Dr. Mippieton. Biochemists, physicists, specialists in basic sciences, 
particularly, technicians of various type. 

Mr. Tuomas. Who directs them, if they are not doctors? 

Dr. Mippteron. They are directed by physicians who have, as 
their primary function, the care of patients. 
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Mr. Tuomas. You had 1,030 of people in 1957 and 1,280 of them 
last year. I thought your program was centered here in the District 
of Columbia and these fellows went all over the country and they 
were M.D.’s? Some of them are located here, some of them are lo- 
cated in your hospitals, and they travel. Now, is that the same pro- 
gram as this one? 

Dr. Mippteton. That is education, sir. 

Mr. Tuomas. You are running research and universities are com- 
bined? You educate them and research them, too? 

Dr. Mippteron. We like them to be educated, sir. 


Prostnetic TESTING AND DEVELOPMENT 


Mr. Tuomas. Mr. Reporter, insert the table on page 26-32 in the 
record. 
(The table is as follows :) 


ProstHEetic TESTING AND DEVELOPMENT, $1,000,000 


Cost summary by object 


| Actual, Estimate, Estimate, | Increase (+) 
| fiscal year fiscal year | fiscal year or decrease 
1957 1958 1959 (—), 1959 


over 1958 


Average employment: 














VA employees.___.------ anew imnee 18 22 Sita ae 
Average salary -......-- eine apne Saw ~enapes | $5, 946 $5, 909 $5, 964 +$55 
iat sier cus buns asenpccasania | 1 Ritesh eis hein Ren Sk aerate wei 
Costs by object: 
01 Personal services sas howe alee | $111, 554 $138, 000 $139, 200 +$1, 200 
Medical consultants.......-.....------. (4, 525) (8, 000) (5, (0)}....-4---«-.-- 
02 Travel: | 
NR 05056 Sacco se 3, 581 3, 600 4, 500 +900 
in nnn ikem cael nan a one | 224 300 300 |--- 2 
03 Transportation of things. -_...........-- | 288 800 ee SRS 
04 Communications._.._............-.-... 370 2, 400 Bethan wcttinane 
07 Other contractual services 852, 690 830, 100 828, 000 —2, 100 
Employee insurance, Public Law 598_. -| (357) (500) (800) }-.....-...-- : 
ca ucliss tad sahiarealiosm ne kuiia tier quill 10, 929 10, 600 11, 200 +600 
09 Equipment... -| 4, 532 5, 000 EE eaantQucdsince 
11 Grants, subsidies and contractual (civil- | 
NDS tins pain a ns wn gtiiieehahane aus 8, 100 8, 500 +400 
13 Refunds, awards and indemnities______- 705 BEE fadeccunectecwa —1, 000 
15 Taxes and assessments.............---. 34 100 Of re 
Total gross €O8tS---ne-nanneenenneeonne| 984,907 | 1,000,000} — 1, 000,000 |.........-..-- 


Mr. Tuomas. We have $1 million for prosthetic testing and de- 
velopment. That has been $1 million for several years. You have 22 
people, and they are still working in New York? 

Mr. Baxer. Yes, sir. 


EpuUcATION AND TRAINING 


Mr. Tuomas. Mr. Reporter, insert in the record page 26-42 at this 
point. 
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(The information is as follows :) 


EDUCATION AND TRAINING 


PROGRAM SCOPE 


Appropriate response to the statutory requirement of providing a “complete 
medical and hospital service” for eligible veterans must encompass, necessarily, 
education and training. By inherent nature of the medical arts and their ad- 
vances, the “tria juncta in uno” of patient care, professional education, and 
research is required to be present to maintain a medical-care program that is 
proficient and of high quality according with the best that civilian medicine has 
to offer. Therefore, the Department’s education and training program is con- 
cerned with the complex and rapid advance of the medical scene and its rela- 
tion to the changing educational needs of the Department, and, also, the im- 
plementation of the policy that full-time regular staff members accept educa- 
tional-duty assignments for self-improvement and for teaching others. 

This program secures to the Veterans’ Administration medical and hospital 
service the interest and cooperation of the Nation’s medical and dental schools 
in graduate training and research; and also extends to remote stations and 
communities some of the advantages that accrue to hospitals in medical centers. 
The emphasis which the education and training program brings asSures a staff 
proficient in the care and treatment of eligible veterans and also capable of 
contributing in a substantive way to the American medical scene and, thence, to 
general public benefit. 


1. Staff coverage 


Of the total of 130,715 employees of the Department of Medicine and Surgery, 
40,000 are directly obligated to participate in education and training activities 


covering many medical and paramedical specialties. This total is composed of 
the following : 





Full-time physicians, dentists, and nurses__...._.---._-_------------_ 21, 000 
Full-time auxiliary medical personnel__.........._-_---_--..----_-- 6, 000 

Trainees: 
Pirraiciaws, Gort: Ge BUCO oie tigen nti be cerierrens 5, 000 
BES TEIOSS SRGICAT I ain sess eh ietaeeres=-en mci meiteniatiatacdian 2, 000 
DRSTICRE Ge TTTCE UES Wr Tr seep engin 6, 000 
TORO. oi i cdi suet Sek ete eel 40, 000 


Mr. Tuomas. Under “Education and training” on page 26-42, you 
have the item of “Full-time physicians, dentists, and nurses, 21,000” ; 
“Full-time auxiliary medical personnel, 6,000.” 

Now, under “Trainees,” you have “Physicians, dentists, and nurses, 
5,000”; “Auxiliary medical personnel, 2,000”; “medical administra- 
tive personnel, 6,000”; a grand total of 40,000. Where do you train 
them ? 

Dr. Mippteton. The training, of course, is on very wide and varied 
scales, Mr. Chairman. In the first place, the larger segment, profes- 
sionally speaking, is the residency training, and we have 2,542 phy- 
sicians who are serving in our hospitals as residents, primarily to- 
ward their own personal improvement. There is a tremendous advan- 
tage in that they are giving of their professional services as they 
are training for certification in the specialty. 


COST SUMMARY BY OBJECT 


Mr. Tuomas. At this point, Mr. Reporter, insert the table on page 
26-41. 
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EDUCATION AND TRAINING, $1,400,000 


Cost summary by object 


aol Estimate, Estimate, | Increase (+) 


year fiscal year fiscal year or decrease 
1957 1958 1959 (—), 1959 
over 1958 
Costs by object: 
02 Employee travel_..............-...-.-- $482, 773 $530, 300 OUUR ONS}... 2S. 
03 Transportation of things_-..-....-. is Biets 3, 735 3, 000 BD Bains nm 0 bye tiottgh 
04 Communications...............-....... 223 2, 500 hewlett 
05 Rents and utility, motion-picture film_- 1, 323 5, 400 See f.2-..5...2 
07 Other contractual services...._........- 407, 267 550, 900 SOR SOO fe ci ws 
08 Supplies and materials.._.............. 226, 923 214, 700 TD Whine eden cmtiveele 
oa ea 249, 684 93, 200 CE Bete lake ceieten 
"Taebel gies epee. sais cn thik 1, 371, 928 1, 400, 000 0; GER O08 fois de dee iden 


Mr. Tuomas. Now, you have, under the title of “Cost summary 
by object,” an estimate for 1959 of $1,400,000, as against the same 
amount for last year. Now, where is the personnel ? 

Mr. Wiser. There is no employment charged to this program, Mr. 
Chairman. 

Mr. THomas. Your employee travel is $530,300 for 1959, the same 
as it was last year. Your other contractual services is $5,400, as 
against the same figure last year. Your supplies and materials is 
$214,700 for 1959, as against the same figure for last year. Now, what 
is the personnel cost ? 

Mr. Wisr. There are no personal services charged to this educa- 
tional-program fund. Actually, this is the expense to conduct these 
activities for medical personnel employed in medical-care programs. 

Mr. Tuomas. Well, you have five items listed: “Area medical offi- 
ces”, “Assistant administrator for construction,” “Medical research,” 
“Prosthetic testing and development,” and “Education and training.” 


LEGISLATIVE AUTHORITY TO CONDUCT RESEARCH PROGRAM 


An appropriate response to the statutory requirement of providing a complete 
medical and hospital service for eligible veterans must encompass, necessarily, 
education and training. 


Do you have any legislation directing the Administrator or the 
Chief Medical Officer of the Veterans’ Administration, to have a train- 
ing school or engage in research activity ? 

Mr. Brrpsaut. Yes, sir; Public Law 293, now contained in title 
XIV of the Veterans’ Benefits Act of 1957. 

Mr. Tuomas. Read it into the record. 

Mr. Brrosatt. The first section of the basic statute provided : 


That Medical Service in the Veterans’ Administration, as at present consti- 
tuted, is hereby abolished and in its stead there is authorized and established 
in the Veterans’ Administration a Department of Medicine and Surgery under 
a Chief Medical Director. The functions of the Department of Medicine and 
Surgery shall be those necessary for a complete medical and hospital service 
to be prescribed by the Administrator of Veterans’ Affairs (hereinafter referred 
to as the Administrator), pursuant to this act, other statutory authority and 
regulations established pursuant to law, for the medical care and treatment of 
veterans. 
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Section 1401 of the Veterans’ Benefits Act of 1957 reads as follows: 


Sec. 1401. There shall be in the Veterans’ Administration a Department of 
Medicine and Surgery under a Chief Medical Director. The functions of the 
Department of Medicine and Surgery shall be those necessary for a complete 
medical and hospital service, as prescribed by the Administrator pursuant to 
this title and other statutory authority, for the medical care and treatment of 
veterans. 

Then we have section 13-(b). Section 13-(a) pertains to meetings. 
That pertains to persons detailed to attend meetings of associations for 
the promotion of medicine and related sciences. Section 13 (b) (1) 
provided that— 


The Administrator is authorized to place in schools of the Army, Navy, and 
Public Health Service, and in civil institutions of learning, with the consent of 
the authorities concerned, full-time professional, technical, and administrative 
employees of outstanding ability, employed in the Department of Medicine 
and Surgery, other than temporary employees appointed under section 14—-A of 
the act, on duty for a period not to exceed 280 days in a year, for the purpose 
of increasing their professional knowledge or technical training in fields of 
medical education, research, and related sciences and occupations, or their 
proficiency in medical administrative techniques and which will materially con- 
tribute to the medical care and treatment of veterans and the more effective 
functioning of the Department of Medicine and Surgery. 

Then there is a limitation, that the number of any one class of em- 
ployees placed under any such duty at any one time shall not exceed 
5 percent of the full-time personnel of such class employed in the 
Department, with the second proviso that no full-time employee with 
less than 2 years’ experience in the service of the Veterans’ Admin- 
istration shall be placed on such duty for a full academic year or the 
equivalent thereof. 

Mr. Tuomas. Is that all? 

Mr. Brrpsatu. Then you have subsection (2) of that section: 

The Administrator is authorized, subject to available appropriations, to pay 
for tuition, transportation, educational fees of personnel placed on duty under 
the provisions of subsection (b) (1) of this section. 

Mr. Tuomas. When was that act passed ? 

Mr. Brrpsatu. That was approved on January 3, 1946. 

Mr. Tuomas. Is that all, now ? 

Mr. Brrpsatu. Yes. 

Mr. Tuomas. I think that obviously authority exists, sort of like 
it is in the Army and Navy, who have to train their officers. 

Mr. Brrpsauu. There is another limitation in the act. That is sub- 
section (c) : 

Any person authorized to attend a course of training shall be required to 
reimburse the Veterans’ Administration the expenses thereof if he voluntarily 
leaves the service within 2 years after completion of such course. 

Mr. Tuomas. Now, I think the authority is ample there, for cer- 
tain periods of training in institutions. I think that is obvious. But 
what about research—establishing your own research institution? I 
do not think you have the authority, and I do not think it was ever 
intended for you to do that. You are operating units for the care of 
patients, and they are giving you money and opportunity, by legisla- 
tive act, to take your technicians and doctors and nurses and go ahead 
and improve their knowledge in the professions, but certainly they are 
not setting you up as a research institution. It never was the inten- 
tion of the Congress to do that. You have no authority under that 





854 


act to do it. You certainly have to stretch it, in my judgment, ‘to 
get the authority to set up research institutions inside the Department 
of Medicine and Surgery. What do you you to that? There it is. 
Do you disagree? If you do, put your finger on the authority. 

Mr. Brrpsaty. Mr. Chairman, I believe you would have to rest on 
the first section of the act. 

Mr. Tuomas. That is right. You have to stretch it as whole lot. 
It mentions one little short word, under the section sending your 
people to college. 

Mr. Brrnsatt. I believe it all rests on the matter of complete medical 
and hospital service as expressed in the 1946 act; and currently in 
the law. 

Mr. Tuomas. Is that right, the only time it is ever mentioned is 
under that section sending your people to college? 

Mr. Brrosaxu. In the first section of the act, in announcing its pur- 
pose in establishing the Department of Medicine and Surgery. 

Mr. Tuomas. Allright; read it again. 

Mr. Brepsatt. First of all, they abolished the old Medical Service. 

The Medical Service in the Veterans’ Administration, as presently constituted, 
is hereby abolished and in its stead there is authorized and established in the 


Veterans’ Administration a Department of Medicine and Surgery under a Chief 
Medical Director. 


Then reading from original act: 


The functions of the Department of Medicine and Surgery shall be those 
necessary for a complete medical and hospital service to be prescribed by the 
Administrator of Veterans’ Affairs (hereinafter referred to as the Administra- 
tor), pursuant to this act and other statutory authority and regulations estab- 
lished pursuant to law for the medical care and treatment of veterans. 

Section 1401, Veterans’ Benefits Act of 1957, contains substantially 
the same language. 

Mr. Tuomas. What is the purpose of the whole thing now, as enu- 
merated by the statute there ? 

Mr. Brrpsauy. They can tie it in. They can tie it to “For the care 
and treatment of veterans.” 

Mr. Tuomas. That is it right there. It does not say anything about 
setting up a research institution for them, does it ? 

Mr. Birpsatu. I believe, sir, that is tied in with what is intended 
to be the best of medical care and treatment—which they have done. 

Mr. Tuomas. Now, you are using your imagination there. 

Mr. Birpsatu. Well, of course, there is this matter of reasonable- 
ness. 

Mr. Tuomas. In the history of the act, and in the debates in the 
House and Senate, does it say anything about setting up a research 
institution ? 

Mr. Brrpsatu. I would say, sir, that the research to be authorized 
under the act must be related to the care and treatment of the veterans, 
and to the extent that it goes beyond that, it is questionable. 

Mr. Tuomas. Well, I repeat: Can you find in the debate, where 
it was contemplated by the Senate or the House? Can you find any 
language broad enough to give the Veterans’ Administrator that au- 
thority in setting up a Department of Medicine and Surgery? You 
always had one. Your functions were not changed very drastically 
when they changed it over to that new setup. It just gave him some 
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authority to spend more money, and send his people to school, just 
like the Army and Navy were doing at West Point and Annapolis, 
after they graduated; but does it say anything about setting up a 
medical research institution? Do you have any debate on that? 

Mr. Brrpsatzt. Now, I believe ak the hearings, sir, it was quite 
clear that the climate was such, that you had a considerable bit of 
criticism as to the inadequacy of the program in the Veterans’ Ad- 
ministration, largely due to war conditions, as you recall. It wasn’t 
due to any other cause, as I see it, although it had gotten to the point 
where it was very questionable w hether the type of medical care and 
the program itself were accepted. 

Mr. THomas. Well, that is when you turned around and built— 
how many hospitals—135 or 140 hospitals, which cost around $900 
million? That is an entirely different situation, the 1 that existed 
then and the 1 that exists now. You did not have a program which 
had one-tenth the adequacy it needed to take care of how many vet- 
erans? Five veterans about to come out of the services? 

Mr. Brrosatu. Yes. 

Mr. Tuomas. And in all of that you do not find any debate about 
setting up a research program. It is just for the adequate care and 
treatment of veterans. 

Mr. Jonas. May I ask this question: You referred to the language 
as the “best” possible medical care. I thought it was “complete.” 

Mr. Brrpsati. “Complete.” 

Mr. Jonas. It does not use the word “best” ? 

Mr. Brrpsauu. No, sir. It is “complete medical care,” and under 
the type of administration that the Department has had, it has been 
repeatedly stated that it has been of the highest degree. 

Mr. Jonas. I know you testified here before the committee that 
the doctors always use the word “best” but the act does not use that 
term. It uses “complete medical service.” 

Mr. Tuomas. May I read into the record, gentlemen, this lan- 
guage—and it is worthy of repetition: 


STAFF COVERAGE 


Of the total of 130,715 employees of the Department of Medicine and Surgery, 
40,000 are directly obligated to participate in education and training activities 
covering many medical and paramedical specialties. This total is composed of 
the following : 

Now, I do not quite understand what you mean by that language 
“40,000 are directly obligated.” Do you mean they are entitled to 
particpate under the language “full-time physicians, dentists, and 
nurses, 21,000” ? 

How many full-time physicians? I do not think it was the intention 
of the act, even though they put some limitations on it, that every- 
body in the service that wants to go to school will be given an oppor- 
tunity to go to school. Twenty-one thousand—there are not that 
many students in the University of Michigan, or the University of 
Texas, or MIT. 

How many have you in Columbia University? I think it is 30,000, 
and I think that is the largest enrollment in the United States, either 

30,000 or 35,000. 
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“Full-time auxiliary medical personnel.” What do you mean by 
“full-time auxiliary”? Where are they going to go to school? What 
are they studying? 

You have a total of 40,000 people in the Veterans’ Administration 
going toschool. I thought your limit was 5 percent of your personnel ? 

Dr. Mippteron. Ata given time. 

Mr. Tuomas. We are not for this education and training. If you 
use an amount that is reasonable, all right, but you have some objects 
over here that could go 3, 6, or 9 months. There is an outstanding 
course in a certain medical college that Dr. Middleton used to operate 
himself. I could certainly see the validity for it, but when you come 
up with figures like 40,000, that does not mean anything. 

Mr. Wise. That was to show only the number of personnel under 
the Department of Medicine and Surgery that would be eligible for 
training, not necessarily in any one year. 

Dr. Mippteron. Never ina year. 

Mr. Chairman, may I speak to the point of the research question? 

Mr. Tuomas. Yes, sir. Do that and then tell us the number of 
people you have as doctors and maybe your nurses and some of your 
technicians? 

CONCEPT OF MODERN MEDICAL SERVICE 


Dr. Mippteron. Under the modern concept the complete medical 
and hospital service includes research, education, and human service, 
and then, turning to the next section, relative to the opportunities for 
these individuals, the Congress reaffirmed its position of Public Law 
85-56 in that it stated that for the purpose of increasing their pro- 
fessional knowledge or technical training in fields of medical educa- 
tion, research, and related sciences and occupations, or their profi- 
ciency in medical administrative techniques—that would simply mean 
that the Congress apparently recognized that research was a part of 
our mission. Otherwise there would be no occasion to train these 
individuals. Professional knowledge or technical training in fields of 
medical research and the sciences could only mean they were going to 
utilize that field. 

Mr. Tuomas. If Congress wanted to set you up as a research insti- 
tution, it would have said it and applied for it generally. If you 
take just the bare mentioning of the word “research”, and expand that 
into a research institution, you are a top master. 

Now, how much money are you spending here? You have $1,400,- 
000 set up for “Other objects”. How much are you spending for educa- 
tion, and where is it charged to—all under “Medical administration ?” 
You cannot send a man to school for nothing. What is the salary cost 
here? You say there is no salary cost; it is not charged to “Education 
and training,” so where is it charged ? 

Mr. Wise. During the period they are in school they continue to 
be paid from the basic appropriation, whether outpatient or inpatient ; 
or, in some cases, even the central and area offices. 

Mr. THomas. Can you bring us a clearcut picture? You are spend- 
ing a half a million dollars for travel. ‘That isa lot oftravel. Is that 
just for going to and from schools? 

Mr. Wise. No. It would include education conferences and teach- 
ing details or assignments—that is it would cover travel and per diem 
for those participating. 
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Mr. Tuomas. You had better come up with a better justification for 
this than you have here. I am going to do my best to cut it out, if you 
cannot give up any better justification. You come up with a total cost 
of $1,400,000 and a travel bill of a half a million dollars. 

Mr. Wise. Page 26-45, I believe, sets forth what the expenses are for. 

Mr. Tomas. All right, we are looking at page 26-45 and you do not 
tellus very much. It says “Budgetary considerations.” 

Mr. Wise. That gives you the purposes of expenditures, and then 
there is a table on 26-47 which gives you the cost center comparisons. 


COMPARISON OF COSTS BY ACTIVITY 


Mr. Tuomas. That still does not tell us much. What do you mean 
by “Residency and related training?” That is $144,000. Then you 
have “Post graduate and in-service training”, $866,500; and then 
“Medical illustration,” $389,500. Where are these people trained ? 
Where do they go to? Give some breakdown of the $500,000 for the 
travel item. 

You have quite a bit in“Supplies and equipment.” That is $300,000. 

Mr. Wise. Most of the latter is carried under the “Medical Illustra- 
tion Cost Center” on pages 26-47, which is $389,500 for 1959, and 
1958. These are the supplies for the groups in the hospitals that 
do medical illustration work. 

Mr. Tuomas. You have $389,500 for that medical illustration. Is 
that true? 

Mr. Wiser. Yes, sir; we can provide further details. You have 
object “07” in there. 

Mr. Tuomas. What is your “Supplies and materials?” You have 
a figure of $214,700 for that. And then you have for your “Medical 
illustration,” $389,500. 

Mr. Wise. The latter would include both the “08” supply and “09” 
equipment items. 

Mr. Tuomas. Maybe we can get at it another way. You have 
$1,400,000 for fiscal year 1959, and for fiscal year 1957, $1,371,928. 
How many people are involved and how do you break them down? 
Nurses, doctors, dentists, technicians, and so forth? Can you do 
that? Could you do that right quickly ? 

Mr. Wise. We will have to provide it, sir. 

Mr. Tuomas. Well, give us the benefit of your memory. You can 
do that and then correct it later in the record. 

Mr. Wise. For one item, “Medical illustration” programs are main- 
tained in 95 hospitals. That is set forth on pages 26-44, the item 
being about the middle of the page. 

Mr. Tuomas. We are talking about people. How many people 
participated in the program in 1957 for $1,371,928 Can you break 
that down into people—doctors, dentists, nurses, laboratory tech- 
nicians? I presume that covers your main categories of people? 

Mr. Wiser. This is training conducted for all the professional staffs 
of these hospitals. 

Mr. Tuomas. None of them go to school ? 

Mr. Wise. The medical illustration program is conducted at the 
hospitals. 

Mr. Tuomas. I mean, you do not have any people taking refresher 
courses? You do not have anybody at Idaho or Harvard or Tulane, 








858 


or even the great one in Houston, Tex., called Baylor University, 
is it not, Doctor ? 

Dr. Mrppteron. It is very good. I think, Mr. Chairman, this 
would serve a much better purpose if we were to break it down into 
numbers and individuals, as you requested, for the separate pro- 

ams. 

Mr. Tuomas. People. 

Dr. Mippieton. Yes, sir; under 26-43 and 26-44. Those figures 
are not available to us here, except for the residents who presently 
number 2,542. 

(The information requested is as follows :) 


Fiscal year 1958 and fiscal year 1959 workload and expenditure plan—education 
and training program 














Activity | Units Unit cost | Total 
pha 2SR PRES a < - incl: 
Tuition for medical and dental residents !_.....-.-...- caananialiec 200 $316 | $63, 220 
Lectures for medical and dental residents 2.______- aie al 828 | 95 | 78, 660 
Tuition for full-time treatment staff (632 physicians, dentists, | 
and nurses; 542 therapists and technicians) -_-.____.____.-__-- 31,174 109 127, 966 
Lectures for full-time treatment staff--_____- catunsenatente 1, 950 95 185, 204 
5-day visits by eminent medical authorities_.....____......--.- 50 503 25, 150 
Medical illustration, supplies, equipment, and services.__-___-| 495 4, 100 389, 500 
Educational travel assignments (2,700 physicians, dentists, 
and nurses; 1,310 therapists and technicians) ......._..__---- | 4,010 | 132 530, 300 
TR this ch bc ob cnced deancidnttanga~ seat dak eS ee 


ian a aniipeninare | 1, 400, 000 





1 200 (S percent of all residents) receive courses requiring tuition, 
2 These lectures-serve all residents. 

$ Only 1,174 full-time employees take courses requiring tuition. 

4 95 hospitals have medical illustration laboratories. 


Mr. Tomas. We have now gone through all of the categories. 
There are four categories: Area medical offices—we have done that. 
We have medical research. We have looked at prosthetic testing and 
development. Prosthetic devices. Is there anything you want to 
add to your justification here? 

Off the record. 

( Discussion off the record. ) 


Prostuetic Trsting AND DEVELOPMENT 


Mr. Tuomas. On page 26—40, on that table there, is there anything 
to be added to your justification? Is that program worth $1 million, 
Dr. Middleton ¢ 

Dr. Mipptetron. In my judgment; yes, sir. 

Mr. Tuomas. What are some of the outstanding accomplishments 
of the program in the last 3, 4, or 5 years? 

Dr. Mippteron. The differences in the prosthetic devices for am- 
putees; the development of electronic measurements and devices for 
establishing mirror objects for the stepdown for the blind; the 
improvement of the hearing devices, which is really not a contribu- 
tion of the prosthetic researching division. We do have some others. 

Mr. Tuomas. I saw our old colleague from Minnesota, Gen. Mel 
Maas, on the train the other night, and he had what looked like a 
collapsible walking stick. When he sat down he just collapsed that 
thing, and it looked like he put it in his—it could not have been his 
vest pocket, but it looked like his coat pocket, and I looked for the 
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next 5 minutes to see if it made his cost bulge, and I could not tell 
whether he had it in there. Is that one of the devices that came out 
of this research ? 

Dr. Wotrorp. That is a long cane that breaks down. 

Mr. Tuomas. He could collapse the thing so that it was not much 
bigger than a pencil. Well, I think our friend, Col. Bob Allen, is 
claiming that out of $1 million the central office charges about 
$100,000 or $150,000 for administration. In other words, apparently 
he wants about another couple of hundred thousand dollars. Are 
you familiar with the colonel’s burden of complaint here? 

Dr. Mippieton. Yes, sir. . 

Mr. Tuomas. What is the nature of it now? 

Dr. Mippteron. I believe that you have stated it correctly, Mr. 
Chairman. 

Mr. Tuomas. Well, can you give that research community in New 
York another $100,000 out of your own funds? 

Dr. Mippteron. Actually, we are planning to survey and have 
already originated this survey of the work that has been done and is 
projected in New York, and then California. You see, there are two 
essential units. There is support given to the University of Califor- 
nia and New York University. There is likewise a project at North- 
western University. We have contractual relationships with several 
institutions and firms relative to developments, so that there is a 
survey now contemplated and, as I say, already initiated, to estab- 
lish the efficacy of these various projects that have been undertaken. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. When you get through with the survey, what will it 
look like? 

Dr. Mippteron. I think with the completion of this survey there 
will be a greater economy of operations and better utilization of the 
funds appropriated. 

Mr. Tada, Do you think the million dollars then will permit 
more activity in this research field ? 

Dr. Mippteron. I believe so. 

Mr. THomas. Would you feel like allocating about $50,000 more 
per vear out of your funds or do you think that million dollars is 
enough / 

Dr. Mippteton. Personally, I think the $1 million meets the needs, 
sir. This commitment so far this year, I am informed, is about 
$400,000. 

Mr. Tuomas. Out of the $1 million ? 

Dr. Mippieton. Out of the $1 million, yes. It is a continuing 
appropriation, so it carries over. 

Mr. Jonas. How is your research—how does your research compare 
with that of Dr. Hanger’s? 

Dr. Mippieron. We work very closely together. These various 
producers of prosthetics work closely with us. 

Mr. Jonas. Are you ahead of him or is he ahead of you? 

Dr. Mippieton. We share the advantages that the other man de- 
velops in his own research laboratory. It is really a very close and 
coordinated task, largely under the chairmanship of General Strong, 
so that there has been implementation of every development. 
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Mr. Jonas. You do not undertake to patent anything of that nature ? 

Dr. Mippteron. We cannot patent, under the law, sir. 

Mr. Toomas. Dr. Hanger can, though ? 

Dr. Mippieron. Yes; they can, private enterprise. 

Mr. Jonas. You make available to all private services who manu- 
facture these appliances any information that you may develop ? 

Dr. Mippietron. Yes, sir; and we actually conduct schools for the 
training of their workmen. 

Mr. Jonas. Do they pay for that service ? 

Dr. Mippteton. I think not, sir. 

Mr. Jonas. You just donate that service ? 

Dr. Mippteton. Yes. I know of no fees. 

Mr. Jonas. You exchange information and discoveries? 

Dr. Mippteron. Yes, and they are invited in to participate in our 
program. 


ASsISTANT ADMINISTRATOR FOR CONSTRUCTION 


Mr. Tuomas. Dr. Middleton, let me ask Mr. Edgar how much of 
your administrative cost is chargeable to this program ? 

Mr. Enear. $1,192,000. 

Mr. Tuomas. Is that all or just a part of that? 

Mr. Epear. That is personnel and other objects, travel, telephone 
and telegraph, and so forth, which is on page 26-11. 

Mr. Tuomas. I am looking at it. That is all charged to “Medical 
administration,” and that is all of it ? 

Mr. Enear. Yes. 

Mr. Tuomas. Mr. Reporter, will you insert page 26-11 in the 
record ? 

(The information is as follows :) 


Assistant Administrator for Construction, $1,192,000—(exclusive of construction 














appropriations) 
Actual, Estimate, Estimate, Increase (+) 
Cost by objects | fiseal year fiscal year fiscal year | or decrease 
| 1957 1958 1959 : <=), 1959 
| L over 1958 
—— a - | = salted ine binatiemniitentadeatmeatiannaiing — 
Average employment ; aoeee 149 149 149 | me 
01 Personal services. | "$096, 024 $994, 600 $1, 020, 000 | “4-$25, 400 
02 Travel, employee - ; a 19, 016 25, 000 | 30, 000 | +5, 000 
0211 ‘Travel, local | 337 300 300 |. sco nih 
0330 Shipment of household goods and ‘other | | | 
yersonal effects ‘ 771 | 1, 200 | +1, 200 
0400 Telephone and telegraph. a 8, 592 10, 000 10, 000 | 
0520 Rental of equinment. Be — 10 ‘ A ~ 
0600 Printing and reproduction _--_- =i j 11, 000 11, 000 | j . 
0700 Other contractual services 12, 922 20, 000 18, 935 | —1, 065 
0720 Repairs to furniture and equipment.__--__| 483 800 | 400 | —400 
0800 Office supplies_.__- aR 31, 354 25, 000 | 25, 000 \ 
0920 Furniture and equipment ‘ 6, 461 | 7, 500 8, 665 +1, 165 
1100 Grants, subsidies, and contributions -_ -___| ae 62, 600 66,000 | +3, 400 
1300 Refunds, awards, indemnities—employee | | 
suggestion awards __ a aoe 1,092 | | ; 
1500 FICA...___-- ; Shlain 246 | 300 | 500 +200 
Total cost____-- alll : e% 077, 308 1, 157, 100 a 192, 000 | +34, 900 
i | | 





The funds requested in this program for fiscal year 1959 are to provide for 
personal services, travel, and other expenses of the Office of Assistant Administra- 
tor for Construction in connection with direction of the design and construction 
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programs (including related activities pertaining to real property acquisition, 
disposal and utilization and safety and fire protection) for the Veterans’ Admin- 
istration. 


Mr. Tuomas. What about on-the-job costs? Are they charged to 
specific projects / 
Mr. Epear. Yes. 


ON-SITE COSTS OF CONSTRUCTION 


Mr. Tuomas. How much does that run as compared to the $1,192,- 
000? How many employees is that? You have 487 against 524, a 
difference of 37. Shouldn’t your activities really increase over the 
past year ? 

Mr. Evcar. Well, sir, in the first place, the architects and engineers 
are very much in short supply, and it is almost impossible to recruit and 
because of the inability to meet those demands, at times we have gone 
more and more to the architectural and engineering firms on the 
outside. 

Mr. Tuomas. Well, your own job personnel cost and operation cost 
what, as compared to ‘the central office cost that you charge here to 
“Medical administration”? You charge here $1,192,000, an increase of 
$34,900 over last year for your District of Columbia costs. Where was 
this cost charged last year? Was it under this appropriation ¢ 

Mr. Enear. Yes. 

Mr. Tuomas. It has always been ? 

Mr. Epear. Yes, sir. 

Mr. Tuomas. All right, what are your on-the-site costs ¢ 

Mr. Scuweixart. That includes the designing, making drawings, 
and writing specifications. It also includes the engineering side. This 
is shown on page 33-16. 

Mr. Tuomas. That is under your big program ? 

Mr. Scuwerg arr. That is correct. 

Mr. Tromas. Would you put that down under “Hired help”? Is 
that what you mean ¢ 


PERSONAL SERVICES 


Mr. Baker. That is the first line, “Personal services,” Mr. Chairman, 
$2,017,063 in 1957, and $2,063,970 in 1959. 

Mr. Tuomas. Does that cover 520,000 hired people that you have 
listed there ? 

Mr. Baxer. That is not the number of people, but rather the dollars 
for hired labor. 

Mr. Tuomas. Well, that would be 100 people for the $520,000, is 
that right ? 

Mr. BAKER. Yes, sir. 


Mr. Scuwerkarr. That covers a total of 338 people for 1959, 238 
of which would be professional people and clerical people and 100 of 
them would be the hired labor for whatever we were doing. We might 
be doing the work by purchase and hire. 

Mr. Tuomas. That figure, 238 of them, are the employees, clerical 
and professional, and under it you have the hired labor, which labor 


might be hired at the site, on a job, wherever we are buying the material 
and hiri ing the labor, both ¢ 
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Mr. Scuwerkart. Yes. 

Mr. Tuomas. They are in addition to your 149 ? 

Mr. Scuwerkart. Yes, 149. 

Mr. Tuomas. They are all charged to the District of Columbia, and 
that 338 is a part of your 487; is that right? 

Mr. ScuwerKkart. Part of the 338 are in Washington. 

Mr. Tuomas. 238 of them are? 

Mr. Scuwerxart. No,sir. Of that total there are 203. 

Mr. Tuomas. How many do you really have in the District of Co- 
lumbia, then, the headquarters office ? 

Mr. ScuwerKart. 352. That is 149 plus the 203. 

Mr. Tomas. 203 and the 149 ? 

Mr. Scuwerkart. Right. 

Mr. Tuomas. That is minus 37 against last year ? 

Mr. Scuwerkart. Yes, sir. 

Mr. Tuomas. You cut down your activity for next year and we want 
you to pick it up. 

Mr. Epear. We are not cutting it down. 

Mr. Tuomas. If there ever was a time to push this program it looks 
to me like this is it, but we will have to defer this to next week, when 
we get you back again. 

Gentlemen, we will see you on Monday. 





Monpay, Fesruary 10, 1958. 

Mr. Tuomas. Will the committee please come to order. 

I hope all of you had a pleasant weekend. It is nice to be with you 
again. I hope we can wind up this budget today, but it is a matter of 
such extreme importance and so many different items are involved 
in it, that I don’t think we will be derelict on either side of the table 
in discussing this matter in detail. 

If your time permits, we will stay with you and stay with it until 
the budget has been completely gone over. I do hope we can get 
through with it today. 

When we adjourned on last Friday we were looking into the De- 

artment of Medicine and Surgery. I think we just about had fin- 
ished with Dr. Middleton and his staff on the subject of medical 
administration and miscellaneous operating expenses. 


Mepicat Researcu 
We will go into medical administration briefly, and then inpatient 


care. 
COST SUMMARY BY OBJECT 


I don’t think we put page 26-18, beginning with medical research, 
inthe record. If it is not in the record it ought to be. 
(P. 26-18 follows :) 
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MepicaL Researcu, $10,344,000 
Cost summary by object 


footer aontnemarenenamaneeininensasinesivs 7 


Actual, Estimate, Estimate, Increase (+) 

















fiscal year fiscal year fiscal year or decrease 
1957 1958 1959 (—), 1959 
over 1958 
Average employment: 

VA employees canbe pained anal 1, 030 1, 280 1, 368 +88 

Average salary 5 Sinempashinctibietacnel ve $4, 765 $4, 987 $5, 008 +21 

Consultants_. Se ek ena All 16 18 narnia 

Costs by object: 

01 Personal services... ... ene $5, 037, 420 $6, 528, 400 $6, 996, 100 -+-$467, 700 
Medical consultations. .-_- -- aaa. (123, 931) (139, 200) SI AE oncinnsrrcey echeaicinetinds 
Dental consultations. -_____._- 23% (4, 935) (5, 800) (6, 000) (+200) 

02 Travel, employee Shade width dh poisson ok 68, 556 83, 500 170, 000 +86, 500 

03 ‘Transportation of things _.- vanetltiite 10, 327 14, 000 RSs 

04 Communications__.-__- abd oan 3, 548 4, 900 as anna 

05 Rents and utilities. __ aah z +e 462 1, 600 EE Bits ot cmon 

07 Other contractual services = 392, 007 439, 500 443, 200 +3, 700 
Employee insurance, Public Law 598__. (14, 720) (20, 200) (23, 900) (+3, 700) 

08 Supplies . : ERS hs Saad 1, 201, 500 1, 275, 500 1, SE Dome nenehnneie 

09 Equipment . 34 2, 400, 725 1, 604, 500 1, 037, 800 — 566, 700 

11 Grants, subsidies, and contracts (CSR)-}.-.......-.-.-- 377, 000 , 800 +9, 800 

13 Refunds, awards, and indemnities_._... 2, 828 Ci ieitenedeabubanl —3, 000 

15 Taxes and assessments. ...........°.--- 9, 898 12, 100 14, 100 +2, 000 

WE6b Dated Cb seiariniin ceirnsd. aeukest 9, 127, 271 10, 344, 000 10, 844,000 ficciscci cence 


Mr. Tuomas. Tell us about the narrative on the bottom of page 
26-19. Is that in? 


Dr. Mippieton. No, sir. 


PROGRAM SCOPE 


Mr. Tuomas. That ought to be in the record, and also the top page 
of 26-20, and the table on 26-26, 26-27, and 26-28. 
(The material referred to follows :) 


MEDICAL RESEARCH 


The compelling force and stimulus for medical research in the Veterans’ 
Administration come from the problems encountered in the actual care of 
veteran-patients. Congressional action in fiscal year 1957, which provided funds 
for an expanded medical research program, made it possible to develop some 
of the enormous research potential which exists in the agency’s system of hos- 
pitals. The accomplishments resulting from this congressional action are re- 
flected in a report to Congress which was printed by the House Committee on 
Veterans’ Affairs, April 26, 1957 (House Committee Print No. 50). 

The Veterans’ Administration hospital system was comprised of 121,144 oper- 
ating beds, caring for an average of 111,265 patients during fiscal year 1957. 
Increasingly, this large patient load is composed of veterans suffering from 
chronic diseases commonly requiring long-term hospitalization. This is re- 
flected by the fact that 50 percent of all patients in VA hospitals require 
hospital care for more than 1 year and almost one-third of them for longer 
than 5 years. Recent trends show significant increases in the number of vet- 
erans hospitalized from heart diseases, chronic respiratory diseases, athero- 
sclerosis, cancer, chronic digestive and genito-urinary diseases, arthritis, and 
mental diseases. Over 60 percent of the older hospitalized patients have one 
or more of these conditions. 

The constantly increasing proportion of veterans suffering from these chronic 
diseases, which are most prevalent among the older group, requires the conduct 
of an effective program of medical research to provide more effective methods 
of diagnosis, treatment, and rehabilitation. The alternative to securing these 
advances through medical research is a constantly increasing number of vet- 
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erans who will require long periods of costly hospitalization. The magnitude 
of this problem is indicated by the fact that currently only 1 million of the 
22 million living veterans are 65 years of age or older. In 1960 there will be 
1,800,000, and in 1966 there will be 2,200,000. 

Although the above facts stress the responsibility of the Veterans’ Admin- 
istration to conduct medical research, it is of equal importance to recognize 
that the presence in this system of hospitals of large numbers of patients in all 
stages of these diseases and under conditions of control so suitable for clinical 
investigation offers a medical research opportunity without parallel. 


Program scope 


During fiscal year 1957, the Veterans’ Administration medical research pro- 
gram supported 5,251 research projects. Of this number, 1,533 were studies 
related to problems of aging. In this category, there were 300 studies of cancer 
and allied diseases, 429 studies of cardiovascular diseases, 573 studies of pul- 
monary diseases, and 231 studies of other geriatric problems. There were 1,068 
projects in mental and nervous diseases, 1,995 studies of general medical and 
surgical problems, 560 studies involving the use of radioisotopes, and 95 projects 
in dental research. This represents an increase of 1,200 studies over the previ- 
ous fiscal year. In addition, social research and rehabilitation have been 
fostered through research support. 

When fiscal year 1957 began, there were 110 general medical research labora- 
tories located in 104 stations (hospitals, centers, and regional offices). Six of 
these laboratories were engaged in dental research and located in hospitals with 
general medical research laboratories which accounts for the difference in num- 
bers between stations and laboratories. Fifteen new research laboratories in 
15 additional hospitals were activated during that year, bringing the total to 
125. In addition, in 45 VA hospitals radioisotope services provided facilities 
and personnel for investigations utilizing radoisotope tracer techniques. These 
techniques, involving minute amounts of radioactive materials, make possible 
very precise determinations in studies of metabolic diseases, digestive processes, 
cardiovascular disease, cancer, and basic biochemical reactions in living organ- 
isms. In addition to the 45 regularly established services, 6 VA hospitals have 
been authorized limited use of radioisotopes for specific studies which could 
be carried out with less elaborate facilities. 

The excellence of its many hospitals makes cooperative studies uniquely 
possible in the Veterans’ Administration. In these studies, hospitals collaborate 
in common procedures of treatment of similar patients, thereby extending the 
observations well beyond the scope of single investigators. 


CoMPARISON OF Costs By ACTIVITY 














Actual, Estimate, | Estimate, | Increase (+) 
Activity fiscal year fiscal year fiscal year or decrease 
1957 1958 1959 (—), 1959 
over 1958 
Radioisotope. --_--..--- os unteedns cob eedas $2, 167, 364 $2, 068, 800 $2, 068, 800 |_._..._. 
Candiyvaneular.........-.-...--.22---.2..-- (354, 132) (169, 506, (330, 000)|  (+-$160, 494) 
I, fille neni = quinn E ik eeniktsesieets (24, 961) (51, 761) (75, 000) (+23, 239) 
Pulmonary (Ex. TB)- s enadan ‘ (44, 211) (30, 506) (68, 500) (+-37, 994) 
Cee 5k ba Vetwktita wiles (413, 184) (289, 972) (578, 800) (+288, 828) 
Neurology - ---- bb <dathitbins« shh hieeed hed dde (88, 626) (65, 430) (98, 000) (+32, 570) 
Ns aac actns eaten nts silo (14, 134) (6, 700) (7, 500) (+800) 
Geriatrics ____- bathds nekceag hime cathin ote maple (162, 226) (76, 342) (230, 000) (+143, 658) 
hac Seidkscnbbescuien 6 tebuwodansowe (1, 065, 890) (1, 378, 583) (681, 000) (—697, 583) 
Dental_- 6 a ie Fee ee ee 69, 596 74, 500 74, 800 |_.......-.- 
General ‘medic¢al_. iodo el ta dhcdlalin hike ah og 6, 890, 311 8, 200, 700 CPE hs < dieBphsnas 
Cardiovascular _- : seas eh pase (880, 775) (875, 541) (1, 100, 000) (+224, 459) 
Tuberculosis _- ee it (341, 749) (794, 753) (600, 000) (—194, 753) 
Pulmonary RR a: hitiationnamcnalbin (238, 895) (269, 858) (180, 000) (—89, 858) 
SE otic dew ane Tan a a etait (560, 592) (672, 988) (1, 200, 000) (+347, 012) 
Neurology. --.-.-.---- lec abswaksbiaeces (249, 333) (234, 929) (300, 000) (+65, 071) 
Psychiatry._........-.--- see ake awed (397, 153) (1, 101, 341) (1, 200, 000) (+98, 659) 
MeL BAS as ria dcGubanvicecnomess (223, 769) (322, 735) (700, 000) (+377, 265) 
isin dias kines a absntin es neces (3, 998, 045) (3, 928, 555) (3, 100, 700) (—827, 855) 








Oh i cic cscs nasscntieadadiiile. da 9,127,271 | 10,344,000 | 10,344,000 |... 
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Comparative average employment \—Summary by activity 


























Actual, Estimate, Estimate, | Inerease (+) 

Activity fiscal year fiscal year fiscal year | or decrease 

1987 1958 | 1959 (—), 1950 

over 1958 

ND... onc oe ons 4> seg cont tens 248 268 286 +18 
RW CRIN 5 iene no don seems ane (34) (36) (47) (+11) 
Tuberculosis (il) (13) Gros. ask cue 
Pulmonary (Ex, TB) (7) (7) as i cae lias 
GNNNES 5 LIS 5 Senicis pdboreddee o 3s Miavankbun (63) (66) (92) (+26) 
Neurology ed (16) | (16) (18) (+2) 

Psychiatry - (3) (3) (3)}- wa 
Geriatrics... (16) (18) (32) (+14) 
All other-- (98) | (109) 74) (—35) 
Dental. 8 | 5 ll +3 
General MMetheel.\. 2s cask. sasha abies) 774 1,004 1,071 +67 
ES os >i cadgnannocuvsedaktahe (132) (134) | (167) (+-33) 
rete 5 ca inde Gwuaennedbnacaphh dew (82) (125) | CU is Saisie 

Pulmonary oe. in knits csdelisio aici a tgiaMindaiann (44)| * (45) | (45)}.....- 
Cancer_.._---.- eee aii (97) (106) | (153) (+47) 
Ss ot einem nntnndeidie dante he bie (29) | (31) (36) (+5) 
PR itcaticcctchedcutlancesebou | (81)) (178) (184) (+6) 
CNRS ii. 5 sk. ne nncne sees soni (35) (49) (83) (+34) 
Ba ds co ncan cnn nantes hatoremitc ie (274) (336) (278) (—58) 
| | 
DU. thir esdninagphcrerenpanton : 1, 030 1, 280 1, 368 | +88 





1 Scientists and technicians needed to investigate the medica] and surgical problems in the wards and 
clinics of the VA. 


Comparative summary of intra-V A research laboratories in operation 








Actual, | Estimate, | 








| Estimate, | Increase (+) 
Type of laboratory | fiscal year fiscal year | fiscal year | or decrease 
1957 } 1958 | 1959 | (—), 1959 
} Over 1958 
Radioisotope__._._- See ccupestbnicialeel 48 | 49 Fn 
Neuropsychiatric... .................---...-| (1)| (1)} incensed 
Tuberculosis __ a (2) (2) (2)| 
General medical and surgical. dbendiatabhanel (45) | (46)| (46) | 
Dental_ i os <i avedinme 6 | 6 | Ohh ccm 
General medical _- cae eek ; 119 125 | as. k 
Neuropsy chiatric_- iS Oe ceeds (27)| (27)| (27)} 4 
Tuberculosis. __-- iad (18) | (18) | (18) 
General medical and surgical._._______- (74) (80) } (80) 
ebb 2 i see 173 180 180 |___. 


Note.—It would not be informative to datetind the number of laboratories we the type of research 
activity in which they are engaged since a single laboratory may well serve for research in cancer, geriatric 
and cardiovascular diseases at the same time. 


RESEARCH IN GERIATRICS 


Mr. Tuomas. I notice you have spent $162,226 in 1957 on geriatrics, 
last year it was $76,342. This year it is $230,000, an increase of 
$153,658. 

What is geriatrics? 

Mr. Wuirrier. It is treatment of the aging. It is one of the most 
serious problems. With the average age of World War I veterans 
63, the diseases of the aged turn up more frequently. 

Mr. Tuomas. Is this treatment or research ? 

Dr. Mippteton. This is research. 


Mr. Tuomas. Where are these funds being spent for geriatrics, 
Dr. Middleton ? 
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Dr. Mippteton. We have tables showing the breakdown of those 
in-relation to the several stations in the country but we would have 
to supply that to you. 

Mr. Tuomas. Where is it in the justification ? 

Dr. Mippteron. It is not in the record. We would have to supply 
that to you, sir. 

Mr. Tuomas. Can you give us an offhand opinion ? 

Dr. Mippteton. Not as to the exact locations. They are scattered 
the country at large, sir. We can give you exact station and the 
amount that is expended for research in those areas. 

(The information requested is as follows:) 


Research in geriatrics, fiscal year 1957 























Radioisotope General Total 
medical 

I Shin gan idageutndsbndnndapglabiecaiupsetacs PE Be ai a Nansen 2, 100 
I a aes dill oath we hin bch inti TE Ben ae 1, 800 
a nnn nn dah gunnsdaguabebhhnaesdakewheukess SPEED Phdiadenuncdtou 1, 495 
ESE 2 ise ot Sbilacacoknandabiddaeghalsaiigie-atewhndad ketsocmbehe die 1, 650 1, 650 
I Rida «icing ieidew a enindethietiinw tnret-oein’ oven 2, 400 9, 467 11, 867 
NGS Ia: <kahanisinin hprninmmrbndenmiminnee denn anton uckwantteneee 2, 681 2, 681 
SR I TED cao ne nainsnkdnantensnessussnqerasedias > 3, 200 8, 411 11, 611 
RING © ent. tl oleleacs sc ackecbendhbueeue WO 4. wc 10, 590 
I a a oS tla aiamis ieahdeien 5, 202 
Des Moines, Iowa_.-.---- 5, 700 
RS PERE ec cccmaswgnosue 23, 601 
Fort Howard, Md--_-.__.-..---- : 660 
RI Mei alain ceudianwetesabegs siigiieian-e ale heagtpiiieal 6, 354 
dn ee a 5 a a Re er eat 10, 530 
DE: MINED So 4, —Scis denn noeqsnbdteedsctdeabtsutdecpeeu 9, 653 
io en cncatcnd secbannatade 2, 300 
es citi nlameahimnibingigtaieianes 3, 025 
ae hans trata npibeneaunbnieh cna wednbaahhireuninaiclatedted pone 1, 572 
PR inden ag concen wre ticnecs pes gee tewaeesiounes 5, 410 
Long Beach, Calif. -._.....--- 7, 131 
NN is ncalaltirasow Kenabineniitah Milani atcergainen ingle 7, 350 
NE TF TF Wai certineecnene son ddeuencesencusuaest 16, 593 
Vy Rn See C bbsealadacwskcuek 2, 800 
DROUIN IN ae nn di ncen tis scibaibnigns ~hueetiaainas 9, 7! i, 600 11, 366 
Nashville, Tenn- ----- iS avdelaienines BE Ei nacwen nye bicen 2,712 
New Orleans, La. ‘ 24, 326 
New 268m. iv. &..-.........-.. 15, 000 
IN a inc nc ducanukilncdtnnninnsie 23, 346 
ck Salat an ob pekabo dae seen bmi 15, 320 
PeneeGeee, FO-........-...--..- S 2, 750 
I i ok ae heal meet d ome neatiehl disse eons 16, 337 
i as Ks a i tenia bes Sie aaaaeaiegeae 3, 210 
I Od So a ag ee oe 7, 458 
a, eR ESE SE Soot Sdoubilstie 21, 793 
I en a es a eee ce cedoasesweaal 8, 084 
i a sine 26, 385 
ee er, Nn ecnmetnen 33, 233 
DETR cietk bank ncacanaasunsktbebies 23, 000 

Nt ee citing shped anatase rath a teibeahiete nian tn cba 385, 905 








Mr. Tuomas. What is the nature of the research that is being 
carried on in the field of geriatrics? 

Dr. Mippteron. Atherosclerosis, or hardening of the arteries, is 
the most important disease of the upper age group of which Mr. 
Whittier just spoke. We are attempting to establish the diet, par- 
ticularly the saturated and unsaturated fatty acids, the cholesterol 
function, relation of the estrogens, insofar as prevention is concerned. 
Why one should have less tendency, under the same condition, for 
atherosclerosis, or hardening of the arteries, in women than men? 

Mr. Tuomas. Doctor, you have given us a very learned dissertation 
on the subject of research. Where is this done, and how many people 
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do you have doing it? In your tables you show you had 51 in 1957, 
67 in 1958, and 115 in 1959. If that is such an important field, why 
are you giving it so little attention ? 

Dr. Mippteron. This is largely a question, Mr. Chairman, of the 
availability of individuals who are interested in that field. We can’t 
foist funds on unfertile soil and expect to get good crops. 

Mr. Tuomas. That is the reason I say the Veterans’ Administra- 
tion is not set up, and wasn’t intended to be set up, as a research agency. 
You are not equipped with personnel, or otherwise, to be a research 
agency. A research agency is one thing and a clinical agency is some- 
thing else. Under the statute, you are set up for care and treatment 
of patients. It doesn’t say anything about your being a research 
agency. It looks to me like you are loading your shotgun with a 
bunch of dried black-eyed peas and you are just firing it up into the 
air. 

Dr. Mippteron. I am sorry, Mr. Chairman. The charge to the 
Department of Medicine and Surgery in the Veterans’ Administra- 
tion is the care of veterans with certain diagnostic problems. These 
diagnostic problems mean, of course, that there is, for every veteran 
admitted to our hospitals, a definite problem in diagnosis and care. 
It is an improvident and, I think, an uneconomical operation to project 
a future in which you are not going to look into causes and their 
remedy. 

Mr. Tuomas. Doctor, there is always somebody around the corner 
that can do a specific job a little better than the fellow on this side of 
the corner. This is a day of specialty, etc. You say you need about 
$3,360,000 more than the budget gave you to do a job like you would 
like to do in inpatient care. 

Wouldn’t it be better to take the money and put it in more beds 
and more treatment than to spend $10 million or $11 million in re- 
search, at the expense of shortage in beds and shortage of treatment? 
In other words, there are a lot of desirable things to be done through- 
out every agency of Government. We are going to have to draw a line 
of what is desirable and what is necessary. 

Mr. Voursett. I think the Veterans’ Administration has been doing 
a splendid job in taking care of their people, but I realize that we 
have the obligation, or we must assume a part of the obligation, in 
this committee to keep this country free so that we can continue to 
take care of veterans in the American way. 

I, for one, am not in favor of voting any increase in this budget 
over and above this increase, unless we can find someplace where we 
can make reductions which are less of an emergency than the bed 
situation. I would say that I rather think you have a pretty good 
— there. I think Dr. Middleton is an able man, and we are most 

ortunate to have him in this organization, but there is a question of 
how much you can spend for research in health matters and in other 
matters as well. 

Mr. Tuomas. That is a good observation. We will all subscribe 
to the nice things you said about the very able genial doctor. 
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COMPARATIVE ANALYSIS OF TOTAL COSTS 


Mr. Reporter, at this point will you put in the record page 26-31. 
(P. 26-31 follows :) 


MepicaL Researcn, $10,344,000 


Comparative analysis of total costs 


Actual, Estimate, Estimate, | Increase (+) 








Costs by Object fiscal year fiscal year fiscal year | or decrease 
1957 1958 | 1959 (—), 1959 
over 1958 
01 Personal services: 
Ng sei oa eee $128, 866 $145, 000 $145, 200 a 
Clinical investigators........._....-.-.-- 39, 0 75, 300 310, 000 +34, 700 
Clinical psychologists. _._............_- 175, 750 331, 100 336, 000 +4, 900 
gn a Sen oe oe 24, 165 61, 400 63, 000 +1, 600 
Other personal services.___.........--- 4, 247, 468 5, 305, 200 5, 726, 000 +420, 800 
Wage rate employees.._____- 422, 092 , 400 415, 900 +45, ! 
02 Travel, employee 68, 556 83, 500 170, 000 +86, 500 
03 Transportation of things 10, 327 14, 000 14, 000 i badiiek « 
AN 3, 548 4, 900 4,900 |..._-.- 2 
ie OO ere nage Ft 462 1, 600 sf eee tee 
07 Contractual services: 
Repair of furniture and equipment_. --- 71, 097 75, 000 TEE Iednconsiteasane 
Extermination services._..........._.-.- 1, 399 1, 500 ef PE Sere 
Repair of special use equipment-__.__-- 4, 581 5, 000 ED 1h incu stnreitn 
Employee insurance_..........-_....--- 14, 720 20, 200 23, 900 +3, 700 
Contractual services by individuals_ .- 90, 111 95, 000 95, 000 |... ee 
Contractual services by organizations-- 210, 099 242, 800 242, 800 |. eee 
08 Supplies and materials: 
ol a crenata 27, 508 29, 000 BOE tedi os. cpendces 
Drugs, medicines, and chemicals. ----._. 536, 763 574, 500 eee 
I aii thet in widen ots 85, 87, 000 87, 000 
Dental supplies_.-...........-.- c 1, 731 2, 000 
apoees supplies__.........- 386, 432 402, 000 
nis sie we 127, 376 144, 000 
Maintenance supplies_.__......-..-.-.. 35, 748 37, 000 
08 Equipment: 
rae OO conn none ns 295, 664 55, 600 
Furniture and fixtures............-..-- 145, 695 34, 800 
Medical, dental, and scientific equip- 
Mb is dens i adh ntiblbbiah edie cot 1, 959, 402 1, 514, 100 
11 Grants, subsidies, and contributions (CSR)-_}.......------- 377, 000 
13 Refunds, awards, and indemnities....__.-_- 2, 828 3, 000 
15 Taxes and assessments_..._.._.........--.-- 9, 898 12, 100 
PE ih Aine cncckbhadicekdeieds | 9, 127, 271 10, 344, 000 





Mr. Tuomas. This is a comparative analysis of the medical research 
cost of $10,344,000 estimated for 1959. Last year in that category 
you had 1,280 employees. This year the request is for 1,368, an in- 
crease of 88. This $10,344,000 is a breakdown to support that 1,368 
employees. You have an increase of $86,500 in employee travel, which 
gives you a total of $170,000. 

Then for other contractual services, I don’t know what you are 
going to do with $242,800. That is the same as last year. 

This is item “07,” “Repair and supply of furniture, $75,000,” against 
$75,000 last year. That isa lot of furniture for each year. 

Employee insurance has jumped up by $3,700. That is a matter you 
can’t control. “Contract service by individuals, $95,000” this year 
and $95,000 last year. 

What is that for? Consultants? “Contract services by organiza- 
tions, $242,800” this year against $242,800 last year. 

What is that? 

Mr. Wise. Page 26-29 will show the breakdown. 

Mr. Tuomas. “National Research Council, $130,000”. 
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Dr. Mippteton. This has to do with followup study that was initia- 
ted by Dr. Michael DeBakey in 1946, on the results of trauma and 
disease in the Armed Forces during the war. 

Mr. Tuomas. I know Dr. DeBakey. He happens to be a resident 
citizen of my town. Certainly he is one of the great surgeons of the 
world. I don’t quite understand this item of $242,800 this year and 
last year, for research organizations. 

On page 26-29 you have a note: 


This contractual agreement is composed of three contracts: (a) $100,000 
for basic statistical analysis in connection with followup studies of specific dis- 
eases and preparation of the results for publication; (6) $24,000 for the work 
being performed by the Armed Forces Institute of Pathology in preparation of 
the atlas of tumor pathology, and (c) $6,000 for statistical analysis and pres- 
entation of research in oncology by the Armed Forces Institute of Pathology. 


Dr. Mippiteron. These are coordinating cooperative studies bring- 
ing together all of the available materials relative to tumors and 
neoplasia. 

Mr. Tuomas. This is statistical information and not research, is it? 
There is $180,000 involved. 

Dr. Mippteron. It is distinctly in the research area, sir. 

Mr. Tuomas. Where is the rest of it? “Contract by service or- 
ganizations, $242,800.” You have “Contract by individuals, $95,000.” 
Where is the remainder of it? 

Dr. Mipptetron. We will have to give you that in detail, sir. 

(The information requested is as follows :) 


07 Contractual services of individuals, $95,000 


Of this amount approximately $20,000 is required in central office to cover 
services of scientific personnel employed under contractual letters of agreement, 
and paid by submission of vouchers after the services are rendered. These are 
technical experts whose services are required on an occasional basis, such as 
advisers who attend conferences for purposes of advising on research plans, and 
other individuals whose services are utilized for intermittent clerical assistance. 
This contractual arrangement is more economical than regular employment under 
these circumstances. The remainder of $75,000 is used by field stations for 
similar purposes, but included are technical services of individuals required 
infrequently for calibration and repair of special instruments or similar techni- 
eal services not justifying full-time employees. 

07 Contractual services of organizations, $242,800 


Includes $177,000 required for contracts executed in central office, as tabulated 
on page 26-29. The remainder of $65,800 is required by field stations for con- 
tracts for specialized services, such as care of research animals by medical 
schools where animal quarters are not available at the VA station. Also in- 
cluded are contracts for providing radiation film badge service for radioisotope 
laboratories, required for safety purposes, and contracts for installation and 
maintenance of special equipment items. 


Mr. Tuomas. Can you indicate where it is? 

There is in the neighborhood of $200,000. Then under “08 Sup- 
plies and materials,” you have office supplies, $29,000. 

You have equipment: fixed equipment, $60,000; furniture and 
equipment, another $36,000; medical, dental, and scientific equipment, 
$941,000. 

Then you have office supplies, $29,000. Then you have repair of 
furniture and equipment, $75,000. 

What is your unobligated balance on that item of repair, furniture 
and equipment, of $75,000 this year and $75,000 last year, please, sir? 
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Mr. Wise. We couldn’t relate the unobligated balance to any par- 
ticular item. 

Mr. Tuomas. You have repair to office supplies, $75,000. You are 
going to buy office supplies at $29,000. You want to buy fixed equip- 
ment for $60,000; furniture and fixtures, $36,000; medical, dental, and 
scientific equipment, $941,000. 

Can you give us a breakdown on any of those four items ? 

Mr. Wise. No, sir; that would have to be supplied. 

(The information requested is as follows :) 


Breakdown of repair of furniture and equipment 
, Estimated 


fiscal year 
1959 
Furniture: Workbenches, sinks, fume hoods___...--.--.-..----.-...__ $10, 000 
Equipment: 
a al 18, 000 
NE inn caetiiines bacgdsn aaecice diate abo acd jens vodka maciaststinanleheliean heist , 
Neale astel aie at eee ced 12, 000 
mi Se eas nS a ie 6, 000 
NN i i cahnceesbeteintsoneninanicepdnieniioanscicalpacdeehiparepcbicgligll cchblticked dabei cide 5, 000 
I UnanD UC) GOCE ie i a ien se ad 6, 
iia ie sent nike nc ce ei ethics epanedstiedtdeaiaccesceniadaaseonRgibenpendaeniasekeisaatiet ante 6, 
tks ie a och Se ea i te ee oe 75, 000 


However, these moneys would be necessary to support the research 
facilities in about 104 installations. 

Mr. Yates. At how many installations? 

Mr. Wise. One hundred and four. 


Prostueric TEsTING AND DEVELOPMENT 


Mr. THomas. You have $1 million set up here for prosthetic testing 
and development. 

We have gone into this before. I believe Dr. Middleton said that 
you were well satisfied with that $1 million, and it shouldn’t be in- 
creased. 

Dr. Mippteron. That is correct, sir. 

Mr. Tuomas. In addition to this $1 million is there any more money 
being spent for prosthetic development and testing ? 

Dr. Mippteton. Not from the VA research standpoint. 

Mr. Tuomas. What is the total bill for prosthetic devices for pur- 
chase, supply, research, and everything ? 

Won’t another $500,000 cover it? 

Mr. Wise. We would have to put that together by appropriation, 
both inpatient and outpatient. 

Mr. Tuomas. Let me help you, Doctor. 

In addition to that you have $6.2 million presently set up in another 
part of the budget in inpatient care, so prosthetic devices, research, 
covering supplies for those devices, is around $7.2 million. 

Dr. Middleton, do you think that is enough for prosthetic devices, 
or should you spend some more money on it 

It is a very important area. We are not trying to downgrade it. 

Dr. Mppteron. My judgment, Mr. Chairman, is that the appropria- 
tion requests are adequate for prosthetics. 

Mr. Tuomas. Look under outpatient care, Doctor, and you will find 
that you spend another $6.2 million for prosthetic devices. 
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At least that is what your table says. 

Mr. Wise. Prosthetic supplies, $3,345,000. 

Mr. Tuomas. That is on one table. I will show you another table 
where you balloon that up to $6.2 million. 

On the chart on 28-1, you list $3,435,000 for 1959 against the same 
identical amount for 1958. We don’t like to see these big round 
figures from year to year. We don’t think that it quite runs into 
those numbers each year. There might be variation of a couple of 

nnies. 

De Mippteton. It was about $25,000 less for 1958 compared to 
1957. 

Mr. Tuomas. The total personnel cost, and everything added in, 
in addition to the $1 million, is around $6.2 million. 

On 28-10, prosthetic devices, appliances, and similar aids adds up 
to $6,288,000, against $6,358,000. 

Is that in addition to the $1 million we have already talked about 
for scientific investigation in research for prosthetic devices ? 

Dr. Mippteron. It is entirely independent, sir. 

Mr. Tuomas. So you got for this year for prosthetic devices for all 
places in the Veterans’ Administration the figure of $7,288,900; is that 
correct ¢ 

Mr. Wise. We have inpatient care that would add to that. 

Mr. Tuomas. How much is added for inpatient care? 

Mr. Wiser. Of course in the inpatient care we don’t carry a separate 
cost account that would show personal services. We can only show 
the value of prostheses furnished as part of the overall services. 

Mr. THomas. What is the estimate of that? 

Let’s put it in one page where we can see it all. We are up to 
$7,280,000. Would another half million, or $250,000, be an accurate 
or reasonable figure ? 

Mr. Wise. We could not associate a personal services figure in the 
inpatient figure. 

Mr. Tuomas. How do you expect this committee to do it, doctor? 
It isthere. It is a service, and somebody is paying for it. 

This is a table that just about tells the story. 

Mr. Wise. Mr. Chairman, in hospitals there is $2,378,000 associated 
with prosthetic appliances and $126,000 in domiciliaries for fiscal year 
1959. 

Mr. Tuomas. That makes in round figures $9.5 million throughout 
the Veterans’ Administration for all the aspects of prosthetic devices, 
research and development, purchase fitting, et cetera. 

Dr. Mippteton. That includes the eye, ear, and that sort of pros- 
thetic appliance. 

Mr. Tuomas. It is one of the valuable activities of the area of the 
Veterans’ Administration. You are spending a million dollars in 
scientific research and development to purchase, manufacture, and 
whatnot, about $8.5 million worth of devices. You spend 1214 percent 
of your total outlay on prosthetics, is that correct ? 

r. Mippteton. About that much of the total is spent for scientific 
investigation and research. 

(The following was submitted later :) 
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Prosthetic appliances and sensory aids program cosis 


| 


Difference 
Fiscal year 1957 Fiseal year 1958 Fiscal year 1959 fiscal year 
1959 over 
1958 
Amount | Percent} Amount | Percent; Amount | Percent 
Prosthetic research... ___..._- , 907 10 | $1, 000, 000 10 | $1,000,000; 10 |_._..------- 
VA hospitals._............... 2, 280, 382 24 | 2,374,000 24 | 2,378,000 25 +$4, 000 
VA domiiciliaries.__......___- 120, 052 1 126, 000 1 126, 000 © eeaaiaeneks 
Outpatient clinics_........_.. 6, 314, 674 65 | 6,358, 000 65 | 6, 288, 000 64 —70, 000 


Wee SS Site. 9, 700, 015 100 | 9, 858, 000 100 | 9,792,000 100 — 66, 000 





INPATIENT CARE 


Mr. Tuomas. We will take up “Inpatient care.” 

For this year you have a budget request of $707.1 million for in- 
patient care, which is an increase of $5.1 million over last year. 

Dr. Mipp.eton. Offset, Mr. Chairman, by the supplementary that 
we have requested. 

Mr. Tuomas. You anticipate me, Doctor. Inpatient care for 1958 
was $702 million, plus a net. What is your net inpatient care out of 
that $6.032 million, now, that you wanted ? 

Mr. Baxer. That is all inpatient care, Mr. Chairman. 

Mr. THomas. What was your total bill, then, including the supple- 
mental ¢ 

Mr. Baxer. $708,032,000 net. 

Mr. Tuomas. Your estimate for 1959 is minus $932,000 against last 
year. 

Mr. Wurrtier. That is correct, sir. 

Mr. Tuomas. That is not bad. 

That minus $932,000 against last year’s appropriation doesn’t in- 
clude liability already accrued in the neighborhood of a million or a 
million and a half dollars for wage-board increases. 

Dr. Mipptetron. That is right. 

Mr. Tuomas. What is that, approximately, for wage-board in- 
creases? That liability is already accrued. Is it another $2 million 
or $2.5 million ¢ 

Mr. Wise. Over and beyond what is reflected in the budget here 
there will probably be an additional $4 million in 1959. 

Mr. THomas. What was the amount of your deficiency for wage- 
board increases ? 

Mr. Wise. The cost for those approved through mid-December was 
$4,484,000. 

Mr. Tuomas. $4,484,000. That would be about the same for your 
accrude deficiency for the first part of fiscal 1959 ? 

Mr. Wise. That is right. 

Mr. Tuomas. So, you will have an increase of about $3.6 million 
over last year for your total salaries and expense for inpatient care 
then. Instead of being $5.1 million it will be about $3.6 million. 

Mr. Baxer. A great part of the increases through the 17th of No- 
vember have already been reflected in 1959, so it would not be a full 
$4 million increase next year. 

Mr. Tuomas. How much would it be? 
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Mr. Baxer. Of the ones approved since that date, I would say 
roughly in the neighborhood of a million right now, but then there 
are other schedules still being considered and we may increase that 
total as we go along. 

Mr. Tuomas. The $4,484,000 wage-board increases covered what 
period of time? 

Mr. Baxer. The schedules approved from December 31, 1956, 
through December 15, 1957, applicable to the costs that would be in- 
curred during the 1958 fiscal year. 

Mr. Tuomas. The first half of the current year was covered. 

Mr. Baxer. That is right. 

Mr, Tuomas. You haven’t covered anything for fiscal year 1959? 

Mr. Baxer. Of that total we have included $4.6 million. 

Mr. Tuomas. You are only covering the first 6 months of 1958 in 
your supplemental. You haven’t even covered the last 6 months of 
1958. You haven’t touched 1959. This figure we are dealing with 
here is for 1959. 

Mr. Baker. That is correct, except to the extent those schedules had 
been approved by November 17. 

Mr. THomas. Your end figure will be nearer $9 million than $8.4 
million for 1959. 

Mr. Wise. $4.6 million of this is already in the 1959 estimate. In 
other words, that is the fiscal year 1959 cost extension for the $4.2 
million that was carried in the 1958 column. 

Mr .Tuomas. It hadn’t accrued. Why should it be in here? 

Mr. Baker. This represented schedules that had been approved by 


the time this vais was completed. 


Mr. Tuomas. You mean half of your wage-board anticipated in- 
creases are in this budget? 

Mr. Baker. I would say roughly that. Of course, we don’t know 
what will be approved later that would affect 1959. 

Mr. Tuomas. Where is it in here? 

Mr. Baxer. In the salary costs, 

Mr. Tuomas. Why put half of it in here and not all of it? 

Mr. Baker. We could put only those schedules that had been ap- 
proved and authorized to go into effect. Those that had not been 
approved we could not anticipate. 

Mr. Tuomas. Would you say a fair estimate of the final overall 
figure for 1959 against 1958 will be an increase of about $3.5 million 
for 1959 over 1958, including all wage boards? 

Mr. Baker. I think that is about right. 

Mr. Tuomas. We will use the figure of $3.5 million, plus, over 1958. 
Does everybody agree to that ? 

Mr. Wise. Yes; over and beyond what is now in the budget. 

Mr. Tuomas. That $3.5 million for 1959 includes the $4.8 million 
in the deficiency for 1958 ? 

Mr. Baker. That is right. 

Mr. Tuomas. The figure for 1958 is what ? 

Mr. We ts. $708,032,000 net. 

Mr. Tuomas. The figure, then, for 1959 will be what? Is it $711.6 
million ? 

Mr. Baxer. Roughly that; yes, sir. 
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PERSONAL SERVICES 


Mr. Tuomas. Your employment figure for 1957 is 119,929. You 
have an estimated figure for 1958 of 120,015, for 1959 you have an 
estimated figure of 119,765. 


How many do you have on the rolls as of January 1 or February 1, 
or some recent period, for inpatient care? 

Mr. Baxer. As of December 31, 121,703. 

Mr. Tuomas. 121,703? 

Mr. Baxer. That is right. 


Mr. Tuomas. That is about 1,700 more than the budget allowed 
for 1958. 


Mr. Baxer. It goes up and down as the patient load changes. It 
goes up in the winter months and drops off in the spring and summer 
months. That is an average for the year. 


Mr. Wise. Our cumulative average to date is around 120,300. We 
expect in the fourth quarter that the patient load will drop, and 
employment comes more in line with this 120,015 average. 


SCOPE OF THE PROGRAM 


Mr. Tuomas. Mr. Reporter, will you put page 27-2, 27-3, and 27-4 
in the record at this point, please. 
(The pages referred to are as follows :) 


INPATIENT CARE 


This appropriation provides for expenses necessary for maintenance and 
operation of Veteran’s Administration hospital and domiciliary facilities and 


for the care and treatment of eligible beneficiaries in contract hospitals and 
State home facilities. 


Scope of inpatient care programs 


Of the unavailable beds 745 were in the process of activation for patient 
care. Other beds not in operation were unavailable for the following reasons: 
1,178 closed temporarily due to maintenance, conversion, or alteration of space; 
776 due to difficulty in recruitment of required key professional personnel; 
4,704 for the most part designated for general medical and surgical patient care 
and not required by patient demand in the geographic area served by the 
hospital during fiscal year 1957 the Veterans’ Administration operated 173 hos- 
pitals and 17 domiciliaries in which care and treatment was provided to average 
daily beneficiary loads of 111,265 patients and 16,908 domiciliary members. As 
of June 30, 1957, the rated bed capacity of the VA hospitals was 128,421 of 
which 7,842 were unavailable on that date and 439 for miscellaneous reasons 
such as unsuitable space under consideration for deletion from the rated 
capacity. 

Care and treatment also was provided on a contract reimbursable basis to a 
daily average of 3,060 veteran patients in civil, State, and other Federal hos- 
pitals, and to 8,938 members of State homes. The Federal Government provides 
partial financial support through a grant and aid program to defray costs of 
care furnished eligible beneficiaries maintained in the several State homes. 

Fiseal year 1957 workload data relating to the Veterans’ Administration inpa- 
tient care medical program will best illustrate the scope of this program. 
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Beneficiaries | Fiscal year 
Admissions | Discharges remaining | 1957 average 


June 30, 1957 | beneficiary 











load 
, a RE ae, eee ears 479, 794 479, 950 107, 816 111, 265 
Wee ENS a on foc ee cob sacmintioatebsce 21, 509 20, 114 16, 391 16, 908 
SEG MEE « ..05.5-+asepubsamandine eres 31, 061 27, 881 2, 619 3, 060 
Siete omnes 05 ah ss ce - seg ttn lh sal de b- 485 7, 706 7, 562 8, 8, 938 
SWUES ca. ccecee ios eeees cede seat 540, 070 535, 507 135, 680 140, 171 





Of extreme significance is the fact that both the number of admissions and the 
number of discharges in VA hospitals were less in fiscal year 1957 than in fiscal 
year 1956. Although an average of 496 more beds were available and an average 
of 1,060 more patients received care and treatment in VA hospitals during fiscal 
year 1957, the number of admissions fell 5,714, and discharges fell 3,401 below 
the respective totals for fiscal year 1956. 

To some degree the increased numbers of aged veterans with chronic illnesses 
contribute to these declines. However, admission and discharge declines of such 
overall magnitude clearly demonstrate the serious impact that the absorption of 
rising commodity costs and wage rate increases has had on the extent of care and 
treatment rendered eligible beneficiaries. As reported by hospital managers and 
substantiated by the Bureau of Labor Statistics Wholesale Price Index, inpatient 
care costs of utilities and commodities increased nearly $3.8 million in fiscal year 
1957 over the budgeted level. In addition, the inpatient care appropriation was 
required to absorb more than $3 million payment of wage-rate increases for 
which budgetary support was not provided either by supplemental appropriation 
or compensating reduction in beneficiary load. To finance these mandatory costs, 
it was necessary to reduce employment in hospitals nearly 1,000 below the minimal 
planned employment level considered essential for proper patient care. Staff 
losses of this nature result not only in decreased admissions and discharges, but 
in significant increases in waiting lists. Comparative fiscal year 1956 and fiscal 
year 1957 month-end waiting list numbers of beneficiaries eligible, but not yet 
scheduled for hospital admission, are as follows: 





Eligible applicants awaiting admission to VA hospitals by type of patient 

















NP patients | TB patients G. M. and S. Total 
patients 
Month Lh oa dheaitah crits dell isthe iecitinuninimninaiintnnitiin hoe kk eed alee, aie eae 
| 
| Fiscal | Fiseal Fiscal | Fiseal | Fiscal Fiseal Fiscal Fiscal 
| year 1956 | year 1957 | year 1956 | year 1957 year 1956 | year 1957 | year 1956 | year 1957 
|{—$— $f | 
ih act 16,796 | 15, 430 | 231 212 | 3, 610 4, 577 20, 637 20, 219 
BS ET ee 16, 429 15, 627 | 265 195 3, 360 4, 075 20, 054 19, 897 
September.........-.| 16, 257 15, 671 219 230 3, 325 3, 734 19, 801 19, 635 
apeeeeet 2252222 ods 15,733 | 15, 544 275 235 3, 185 3, 182 19, 193 18, 961 
November........-.- | 15,400} 15,654 269 | 217 2,884 | 3,494) 18,553 19, 365 
December. -..--..--- 15, 268 15, 570 275 | 206 2, 991 | 3, 462 18, 534 19, 238 
January .........-- 15, 546 16, 156 367 | 253 5, 212 6, 149 21, 125 22, 558 
February-.........-- 16,181 | 16,782 377 307 6, 260 | 7, 967 22, 818 25, 056. 
SR icicitriceenkived 16, 547 17, 093 397 275 6, 461 9, 015 23, 405 26, 383 
April.............--.] , 16, 561 17, 382 346 | 183 5, 997 7, 820 22, 894 25, 385 
ieee <heaie 16,334 | 17,556 268 | 175 5, 553 7, 647 22, 155. 25, 378 
Finn tidssmapninssis 16, 100 17, 099 309 | 125 5, 641 6, 988 22, 050 24, 212 
j 1 











Norte.—Service-connected applicants are hospitalized generally in a matter of hours and are not a signifi- 
cant element in the waiting lists. 


The fiscal year 1959 inpatient care appropriation request provides for pay- 
ment of utility and commodity costs at their current levels, and contemplates 
the restoration of staffing losses to the extent that acceptable standards of 
medical care can be maintained. Sufficient staff must be provided to increase 
patient turnover, in view of the agency’s limited number of beds. 
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Inpatient care program trends 


The fiscal year 1959 inpatient care appropriation request provides for the 
following major program changes from fiscal year 1958 operating levels: 

1. Closing hospitals and effecting other adjustments in remaining hospitals 
to provide net decreases of 1,397 operating beds and 1,000 average daily patient 
load in VA hospitals. The net decrease of 1,000 is based on tentative plans 
that will be adjusted by type of hospital and type of patient upon final determi- 
nation of geographical patient demand. 

2. Decrease of 155 average mémber load in State homes which is due to tem- 
poeery loss of beds due to construction work being accomplished in fiscal year 

Comparative fiscal year distributions of patients and members are as follows: 


bbed Aetiee wee ee ee TS i a Z 








| Actual, Estimate, | Estimate, | Increase (+-) 
fiscal year fiscal year fiscal year or decrease 

| 1957 1958 1959 (—), 1959 

| | over 1958 
VA hospitals._____-..- dbuh ol. tieseawewd Backs ot 111, 265 111, 900 110, 900 —1, 000 
Wee A 5. iting cnn ide dca snaaeisea 16, 908 16, 600 MOOD 8 ccniacnssscucs 
CORN UUEOIB ae ncneesnenh<seents 3, 060 3, 003 3, 000, —3 
| SIR I el eee 8, 938 9, 355 9, 200 —155 
OUR ins 4nsxg<) panssesed- isd Jemeesinan’ 140, 171 140, 858 13,70 | —1, 158 








1 Includes member employees in VA hospitals. 


The slight reduction in average patient load in NP hospitals is a result of 
the temporary loss of beds at hospitals where modernization projects are being 
accomplished in fiscal year 1959. 

The proposed closing of hospitals and readjustment of operating levels in 
remaining hospitals stems primarily from the continuing decline in demand for 
TB care and treatment. This is the result of the continued use of new drugs 
and techniques and the increasing availability of home-care treatment for this 
disease in a greater number of communities. These factors have contributed to 
a shorter length of stay as well as a striking reduction in demands for admission 
as reflected in the size of the waiting list. 

For 830 of the overall 1,000 reduction in hospital average patient load, this 
estimate projects a specific budgetary decrease of $5,650,000, or a rate of $6,807.22 
for each of the 830 average patient load. Recovery of funds at this rate per 
patient requires either the closing of hospitals or a substantially greater reduction 
in patient load. 


Mr. Tuomas. This paragraph is worthy of repetition. It says: 


During fiscal year 1957 the Veterans’ Administration operated 173 hospitals 
and 17 domiciliaries in which care and treatment was provided to average daily 
beneficiary loads of 11,265 patients and 16,908 domiciliary members. As of June 
30, 1957, the rated bed capacity of the VA hospitals was 128,421 of which 7,842 
were unavailable on that date. 


What do you mean by “rated bed capacity”? What does that have 
to do with it? 

Mr. Wise. That is constructed space based on footage. 

Mr. Tuomas. A usable bed is a bed; isn’t it? Do you mean you had 
on that date 128,421 usable beds? 

Mr. Wise. We had space for 128,421. 

Mr. Tuomas. Of which 7,842 were unavailable on that date. 


Of the unavailable beds 745 were in the process of activation for patient care. 
Other beds not in operation were unavailable for the following reasons: 1,178 
closed temporarily due to maintenance, conversion, or alteration of space; 776 
due to difficulty in recruitment of required key professional personnel; 4,704 for 
the most part designated for general medical and surgical patient care and not 
required by patient demand in the geographic area served by the hospital. 
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That means you had a falling off to the tune of about 5,000, or 4,700, 
in the field of general medical and surgical ? 

Mr. Wiser. No, sir. These beds have not been operated or placed in 
operation. 

Mr. Tuomas. Sir? 


Mr. Wise. No, sir; the 4,704 beds were not in operation. In many 
cases that is just space that has not been used. For example, out in 
Clinton, Lowa, there is constructed there a general hospital which I 
believe is around a thousand beds, but the agency never operated more 
than 600 beds to meet the domiciliary demand in that general area. 

Mr. Tuomas (reading) : 

Four hundred and thirty-nine for miscellaneous reasons, such as an unsuitable 
space under consideration, for deletion from the rated capacity. 


Care and treatment also was provided on a contract reimbursable basis to a 


daily average of 3,060 veteran patients in civil, State, and other Federal hospitals 
and to 8,938 members in State homes. 


PATIENT TURNOVER RATE AND LENGTH OF STAY 


The fiscal 1957 workload data relating to the Veterans’ Administra- 
tion inpatient care medical is broken down according to VA hospitals, 
domiciliaries, contract hospitals, and State homes. You had 479,784 
admissions and discharges. That isa very interesting table. In other 
words, you admitted during the year about 540,000 patients, did you 
not ¢ 

Mr. Wurrrtier. That is right. 

Mr. Tuomas. You discharged 535,000. What does this “Benefici- 
aries remaining June 30, 1957,” figure of 135,680 mean, and your aver- 
age beneficiary load of 140,000? 

That is your cost of operating your hospitals, which is based upon 
this patient load of 140,171 ? 

Mr. Wise. That is correct. 

That is the beneficiary load in total appropriation. The hospitals 
only are 111,265 of that total. 

Mr. Tuomas. There is some language on page 27-2 and 27-3 that 
is worthy of quoting: 


Of extreme significance is the fact that both the number of admissions and the 
number of discharges in VA hospitals were less in fiscal year 1957 than in fiseal 
year 1956. Although an average of 496 more beds were available and an average 
of 1,060 more patients received care and treatment in VA hospitals during fiscal 
year 1957, the number of admissions fell 5,714 and discharges fell 3,401 below the 
respective totals for fiscal year 1956. 


To some degree the increased numbers of aged veterans with chronic illnesses 
contribute to these declines. 


Why should that be true? 
Dr. Mippitetron. Longer hospital stay and less turnover. 


VA POLICY ON HOSPITALIZATION OF AGED VETERANS 


Mr. Tuomas. What is the policy of the Administration—and this is 
a pretty important part of the reference—as to admissions and dis- 
charges of these elderly gentlemen, the old veterans, with just chronic 
diseases. Some people call them nursing cases. Some doctors say 


they can’t do anything for them, and that they should be some place 
else other than a regular hospital. 





878 


They say they can’t do them any good. Some of them call them 
nursing cases. 

Do you have any set policy ¢ 

Dr. Mipptetron. Yes, sir. 

In the first place, the distinction must be made between a domi- 
ciliary member and hospital patient. As long as a patient is able to | 
attend to the ordinary needs and get to the dining room, make his bed, 
and those cares, he is eligible for admission to a domiciliary as a 
member. After that time, or if he comes from the general population, 
if he has a medical condition that requires nursing, or medica] care, 
he is admitted to our hospital as a hospital patient. ‘Thereafter he is 
maintained as a patient until such time as maximal improvement is 
attained. Then, if there is available either in the home or community 
some facility for his care, he is discharged, but no patient, no veteran, 
will be discharged from any one of our hospitals requiring further 
nursing or medical attention for whom there is not provision made 
in the ‘community, Mr. Chairman. 

Mr. Tuomas. Who pays the bill for those provisions in the com- 
munity ? 

Dr. Mipptrton. The individual, unless there is a compensation or 
pension or other community resources. 

Mr. Tuomas. This is a tremendously large area for a hospital man- 
ager to work his own good judgment in this field. 

Dr. Mippteron. That is right. 

Mr. Tuomas. I have received too many letters from my section. 
People tell me they have a friend or relative, an elderly gentleman, 
and the family is not able to take care of him at home. He needs con- 
stant attention, medicine, et cetera. 

I take it up with the hospital in my area and the hospital manager 
or assistant comes back and says, “This is an old gentleman. We can’t 
do him any good.” He calls it a nursing case. More than likely he 
has to have some attention but they can do him any good and they 
need the bed for somebody they can do some good. Te « ought to be at 
home or some place else, but not in a hospital. 

What is the distinction ? 

Dr. Mipptetron. The distinction, as you have stated, is rather finely 
drawn. In the judgment of the hospital management on the advice 
of the attending physician, a decision must be derived in each instance 
as to whether he can receive adequate care outside of the hospital. 
If provision is made, then the transfer is effected. 

Mr. Tuomas. I have been to some hospitals, and I recognized one 
gentleman in one hospital on one floor. I go down to another and 
look around, and there is the same gentleman. Finally, it excites my 
curiosity, and I ask the manager, “Who is this chap? I noticed him 
on floor 4. Now here he is on this floor.” 


He would say, “He is an old patient. He goes all over the place. 
He has been here for months.” 

I remember in one hospital in New Mexico several years ago I made 
the same inquiry and come to find out there is a gentleman. who had 
been there 7 or 8 years. Evidently there is not any set policy in the 
Administration. 

As you say, it is a wide area of discretion of the manager. I am ) 
a little unhappy about my section. I am getting too many letters. : 
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The manager doesn’t want these people and doesn’t take them. If 
the Administration has a general policy, I am not going to quibble 
with it. 

Dr. Mippteron. It has a fixed policy, as stated, sir. 

Mr. Tuomas. Saying it has a fixe licy and how it is carried out 
are two different things. Certainly the policy may be fixed, but the 
carrying out of the policy is not fixed, because we all admit it is an 
area in which the managers have a very wide discretion. It is hardly 
a fixed policy when you go in one hospital and you have an elderly 
man who has been there 3 or 4 years and there is no disposition to move 
him out. Then you go in another hospital and under similar cireum- 
stances the man 1s removed. The people at home won’t accept it. 

Dr. Mippteron. Acceptance of responsibility by the family, of 
course, is a very difficult matter in these times.. 

Mr. Vursext. Is it more difficult than it was years ago? 

Dr. Mippieton. Infinitely more. The American people, the Ameri- 
can family structure, has broken down terribly. 

Mr. Tuomas. I am not so sure about that. I think the Veterans’ 
Administration and all of us are largely responsible for it. We estab- 
lish these facilities and take the responsibility off of the family, and 
the family says, “Well, somebody else is doing the same thing. Why 
shouldn’t I do it?” 

In the old days, 35 or 40 years ago, as you point out, the family 
took care of its own. It might have been a little rough going, but 
they did it. 

Mr. Wurrtrer. Mr. Chairman, I think there is another aspect to all 
of this, and that is that through the last decade or quarter of a century 
the length of life has been increased by medical science. Because of 
the increasing number of aged citizens the pressures to get into hos- 
pitals that have grown up in your State, in New York and in Massa- 
chusetts, are just tremendous. I have walked through many hospitals 
where the senility cases in bed after bed are just pathetic to observe. 

New York State had an experience, and Massachusetts has a similar 
one, where the pressures to take nursing cases into the hospitals were 
almost irresistible. The moment you begin taking patients where 
you can’t cure them and loading the hospitals with just nursing pa- 
tients, then your operating rooms and your medical facilities become 
bogged down. 

Mr. Tuomas. That is certainly a very outstanding point. That is 
what the doctors and a lot of these hospital managers say. “We can’t 
do that man any good. He is a nursing case. We have our beds tied 
down. Here is some man we might be able to help.” 

Mr. Wuirtter. That is exactly the point. 

Mr. Tuomas. It is a serious problem. I don’t know the answer 
to it. 

PAYMENT FOR HOSPITALIZATION 


Mr. Vursetu. Are there a great many people who come to the hos- 
pitals that are financially able and shouldn’t be there ? 

Maybe they are only there for a week or so for treatment. A lot 
of them are doing that all over the country. It takes up a lot of 
room and a lot of attention. Is that a considerable problem ? 

Dr. Mippteron. Mr. Chairman, as Mr. Vursell knows, there was 
the distinct effort on the part of the Veterans’ Administration to meet 
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this situation, through their admission policy, by the 10—P-10 with 
addendum, which is sometimes erroneously called the pauper’s oath. 
oo its provisions the assets and liability of the applicant are 
isted, 

These are carefully reviewed by the admitting officer, whether he 
be the registrar or.some representative of the manager, then the 
projected cost of that illness, operation, or whatever period of hospi- 
talization is anticipated for the applicant. He is then, after all of 
the data has been reconciled, asked whether he feels that he is not able 


to pay the cost of hospitalization. When he signs that 10-P-10, with 
addendum, we must admit him. 


Mr. Voursex,. But he must sign ? 

Dr. Mippiteron. He must sign under oath that he is not able to 
pay the cost of his hospitalization before he can be admitted. 

Mr. Vursexi. That pretty nearly answers my question. But you 
do have a considerable number who sign that they can’t pay ? 

Dr. Mippteron. Yes. They cannot come into the hospital unless 
they are service-connected without signing that form except in 
emergencies. 

Mr. Vursenn. But it is a problem at that? 

Dr. Mippieton. It is a problem confronting us constantly, not of 
the magnitude that the general public think, but still a problem. 


APPLICANTS AWAITING ADMISSION 


Mr. Tuomas. Mr. Reporter, will you put the table at the bottom 
of page 27-3 in the record, “Eligible applicants awaiting admission 
to VA hospitals by type of patient.” 

(The table referred to is as follows :) 


Eligible applicants awaiting admission to VA hospitals by type of patient 














! 
NP patients TB patients G. M. and 8. Tota 
patients 
Month oo * - beets s ie ate Bae 
| | 
| Fiscal Fiseal_! Fiseal | Fiscal | Fiscal Fiseal Fiseal | Fiscal 
year 1956 | year 1957 | year 1956 | year 1957 year 1956 | year 1957 | year 1956 | year 1957 
PRG anni ; | 16,796 | 15,430 231 212 | 3, 610 | 4, 577 20, €37 | 20, 219 
August__-_.__- 16, 429 | 15, 627 265 195 3, 369 | 4, 075 20, 054 19, 897 
September _____ ig 16, 257 15, 671 219 230 3, 325 | 3, 734 19, 801 | 19, 635 
October. ............| 16,733 | 15,54 275 235 3, 185 3, 182 19, 193 | 18, 961 
Nevember ___- _- 15,400 | 15,654 269 | 217 2, 884 | 3, 494 18, 553 | 19, 345 
Deoember ___- i 15, 268 | 15, 570 | 275 | 206 2, 991 3, 462 | 18, 534 | 19, 238 
January - ---- 15, 546 16, 156 | 367 | 253 | 5, 212 | 6,149 | 21,425) 22, 558 
February. __- 16, 181 16, 782 | 377 307 | 6, 260 | 7,967 | 22,818 | 25, 056 
March_____ - wall 16, 547 17, 093 | 397 | 275 | 6, 461 | 9,015 | 23,405 | 26, 383 
BE sn ekencgicaneel aa eee 17, 382 | 346 | 183 | 5, 997 | 7, 820 22, 894 | 25, 385 
Daee 252 .5.. --| 16,334 17, 556 | 268 | 175 | 5, 553 | 7,647 | = 22, 155 | 25, 378 
PB i cccitns enh } 16,100 17, 099 309 | 125 | 5, 641 6, 988 22, 050 | 24, 212 


| 
i | | | 


Norte.—Service-connected applicants are hospitalized generally in a matter of hours and are not a signifi- 
cant element in the waiting lists. 


It gives the month, by patients, NP, TB, and G. M. and S. 

As to the NP patients, in June of 1957 you had a waiting list of 
17,099. That is all over the country. 

How long do they have to wait before they get these NP cases? 

Dr. Mippteron. Mr. Rosen has these figures, sir. 


- ee 
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Mr. Tuomas. Then in June of 1957, for G. M. and S., you had 6,788 
waiting. Are these service- or non-service-connected, and how long 
do they have to wait for G. M. and S. and NP beds? 

Mr. Wissz. Service-connected are admitted in a matter of hours. 

Mr. Tuomas. Are any of these set out in the table service-connected 
veterans ? 

Mr. Wise. There could be a very few where the case is not an 
emergency and the veteran elects to wait for his hospitalization at a 
certain hospital. 

Mr. Txomas. Let’s clear up service-connected and non-service- 
connected. How long does it take a service-connected case to get into 
the hospital, regardless of whether it be TB or G. M. and S. or NP? 

Mr. Rosrex. Hospitals are directed that the service-connected dis- 
ability should be admitted forthwith. 

Mr. Tuomas. These cases are non-service-connected cases? 

Mr. Rosen. Yes, sir. 

Mr. Tomas. How long does it take a non-service-connected NP 
case to get into the hospital ? 

Mr. Rosen. In view of the fact there is a greater demand for NP 
care than facilities to provide that care in instances the neuropsychi- 
atric patients wait a considerable period of time. The total waitin 
list is some 16,000 in total. There are some fifty to sixty iapiaued 
NP admissions to the hospital each year. 

Mr. Tuomas. Why don’t you put it in your table? You have 17,099. 
Is that your figure, or is it 16,000? 

Mr. Rosen. That was in June. On December 31, 1957, there were 
15,799 NP patients awaiting admission. 

Mr. Tuomas. This figure is as of June. The question is, How long 
do they have to wait to get in? What is the average length of time? 

Mr. Rosen. On an average basis it might be in excess of 8 or 9 months, 
about fifty or sixty thousand are admitted in a much shorter period. 

Mr. Tuomas. Tell us about the non-service-connected G. M. and S. 
case. How long does he have to wait on an average? 

Mr. Rosen. On an average, perhaps a month. 


RATIO OF SERVICE- AND NON-SERVICE-CON NECTED PATIENTS 


Mr. Tuomas. What is the ratio in your hospitals, of the 173 hos- 
pitals? What is the ratio between the non-service-connected and 
service-connected patients ¢ 

Mr. Rosen. One-third of the patients are service connected, two- 
thirds are being hospitalized for non-service-connected conditions. 

Mr. Tuomas. Is that the figure that has been used for the last 10 
or 12 years, one-third and two-thirds? 

Mr. Rosen. Yes, sir. That information is reported to the Congress 
and kept up to date in the Administrator’s annual reports. 

Mr. Vurseix. That is one-third are service connected ? 

Mr. Rosen. Yes, sir. 

Mr. Tuomas. This table on 27-4 is already in the record. 

Mr. Wise. You will notice on page 27-33 there is a breakdown of 
service connected and nonservice connected, in terms of averages for 
the 3 years. 


Mr. Tuomas. Let’s put that table in the record at this point. 
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(P. 27-33 follows:) 


Workload summary 


Increase (+) 





Actual, Estimate, Estimate, 
| fiscal year fiscal year | fiscal year | or decrease 
1957 1958 1959 (—), 1959 
over 1958 
Total VA hospitals: 
ltd k cos Co ccdsnes vu cceeke 121, 144 122, 307 120, 910 —1, 397 
Average daily patient load_...........-...- 111, 265 111, 900 110, 900 —1, 000 
Service-connected -- ec nee (38, 785) (38, 816) (38, 782) — (34) 
Non-service-connected .__....--..---.-. (72, 480) (78, 084) | (72, 118) — (966) 





Mr. Tuomas. The table on 27-33 shows the breakdown, daily pa- 
tient load, service connected and nonservice connected, inpatient care 
based upon 111,000 patients; 111,265 for 1957, 111,900 for 1958, 
110,900 for 1959. 

I noted throughout your justification, for VA hospitals in 1957 in- 
patient care shown in this table you have 111,265. That represents 
beds ? 

Mr. Wuirtier. That is an average daily patient load. 

Mr. Tuomas. This is occupancy on a daily basis? 

Mr. Wurrrter. That is correct. 

Mr. Tuomas. 111,900 for 1958, and then 110,900 for 1959. 

I notice you have fewer beds for the last 2 years than you had 
in 1957. 

INCREASED COSTS OF OPERATION 


As a general rule your cost goes up in 1958 over 1957, and your cost 
goes up in 1959 over 1958. 

Mr. Wise. Mainly because of civil-service retirement contributions 
and wage rates, 

Mr. Tuomas. There are three other items. You missed one of them. 

Mr. Wise. All costs. 

Mr. Tuomas. All right. 

What are the three? Let’s detail them. How much have they in- 
creased over 1957? Tell us approximately. 

Mr. Wise. There was approximately $31 million in civil-service re- 
tirement contributions under the inpatient care appropriation wage 
rate bill. 

Mr. Tuomas. That is No. 2. 

What is the wage rate bill ? 

Mr. Wise. Through December 15, 1957, $4,484,000. 

Mr. Tuomas. For 6 months? 

Mr. Wise. Yes, sir. 

Mr. Tuomas. What is the next one? 

Mr. O’Net, how much has your supply bill gone up? Is it roughly 
5 percent or 3 percent ? 

Mr. Wise. Three percent a year has been our average increase in 
supplies and commodities and utilities. That is also substantiated by 
the wholesale commodity index put out by the Bureau of Labor 
Statistics. 

Mr. Vourseii. On all costs 3 percent a year? 

Mr. Wise. Yes, sir. 





' 
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Mr. Vursetit. How many years back? Is it just 57-58? 
Mr. Wise. The fiscal year 1957. 

Mr. Tuomas. Does that carry forward into 1958 and is it projected 
into 1959? You came back with a supplemental of $250,000 in 1958 
because of increased cost of supplies. Didn’t that show an increase 
of 3 percent ? 

Mr. Vorsetu. Is it not a fact that costs increased approximately 
3 percent in 1958 and if that happens it will be because of the general 
increase in labor and in everything else? 

Mr. Tuomas. No, this is in supplies, Mr. Vursell. They asked for 
$250,000 in supplies alone. , 

Is that correct ? 

Mr. Wise. Actually the agency has absorbed these increases in costs. 
There is in the 1959 estimate a request. of $3.7 million for these cost 
increases which relates to our supply bill. 

Mr. Tuomas. Did = not come in here for a supplemental amount- 
ing to $250,000 to take care of increased costs of supplies during the 
fiscal year 1958 ? 

_ Mr. Wise. Actually that $250,000 was only a portion of that cost 
increase. 

Mr. Tuomas. The answer is yes and it should have been a whole 
lot more. Is that what you are trying to say ? 

‘ a Wise. In view of the reduction in patient load and operating 
eds, yes. 

i Tusiaie The answer is yes and the doctor says that $250,000 
should have been “$783,313.13” according to his figures. 


COSTS PER PATIENT DAY 


I would like to go into one other little problem here. We have been 
around to different spots here and I think we have it accurately now. 
Let us look at your table showing your costs on a per diem basis con- 


cerning the TB hospitals. 


Mr. Baxer. 27-30 shows that, sir. That shows cost per patient 
day for each type of hospital. 

Mr. Tuomas. Let us insert this table in the record, 27-30. 

That gives you a breakdown as to total costs per day and the total 
cost of the NP. 

There is another line in this chart and it is perfect. Can you put 
the number of beds in this table? 

Mr. Baxer. Yes, sir. 

Mr. Tuomas. Insert pages 27-30 and 27-32. You have 57,000 NP 
operating beds. 

(The pages referred to follow :) 
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All hospitals—workload summary 





Actual, Estimate, Estimate, | Increase (+) 
fiscal year fiscal year fiscal year or decrease 
1957 1958 1959 (—), 1959 
over 1958 
NP hospitals: 
ee. dene nw aadeeene de 57, 319 57, 364 57, 000 —364 
Average daily patient load_-__.._._.......-- 54, 518 54, 405 54, 371 —34 
(Service-connected). -...............-....-- (30, 148) (30, 086) (30, 081) — (5) 
(Non-service-connected) ............-..---- (24, 370) (24, 319) (24, 290) — (29) 
TB hospitals: 
Operating beds__-___-__- as 8, 602 8, 360 7, 007 —1,353 
Average daily patient load_--_-.........--. 7,493 7, 268 6, 264 —1,004 
(Service-connected) ; ae euiae’ (1, 544) (1, 497) | (1, 454) | — (43) 
(Non-service-connected) ...........-...-- (5, 949) | (5, 771) (4, 810) | — (961) 
G. M. and § hospitals: 
Operating beds--- as eae 55, 223 | 56, 583 56, 903 +320 
Average daily patient load_-__.._-._._.----- | 49, 254 50, 227 | 50, 265 | +38 
(Service-connected) -____......-.-...------- (7, 093) | (7, 233) (7, 247) | +(14) 
(Non-service-connected)-_...........-...-- z (42, 161) (42, 994) (43, 018) + (24) 











Mr. Tuomas. In 1957 the cost per patient-day in neuropsychi- 
atric is $10.31. In 1958 that cost went up to $10.92, in 1959 it goes up 
to $11.02. Isthat correct? 

Mr. Baxer. Yes, sir. 

Mr. Tuomas. For TB hospitals you have 7,007 beds for 1959, 8,360 
for 1958, and the cost per day in 1957 was $18.28. Is that correct? 

Mr. Baxer. For 1957 that is correct. 

Mr. Tuomas. $19.54 for 1958, and for 1959 it goes up to $19.90. 

Now we go to G. M. and S. hospitals; $379,814,983 is total cost for 
G. M. and S. hospitals, and per bed $20.70 in 1957, and the total operat- 
ing beds in 1957 are 55,223 beds; in 1958 it is 56,583 beds, and in 1959 it 
is 56,903, showing an increase of 320. That table conflicts with some 
of your other tables on G. M. & S. What is the cost there? I see 
$20.70 for 1957, it goes up to $21.70 in 1958 and $21.90 for fiscal 1959. 


HIGH-COST HOSPITALS 


Do you have a list of your hospitals showing the breakdown? What 
are your five high-cost hospitals in the country ? 

Mr. Wise. Minot, N. Dak. 

Mr. THomas. How many beds there, and also give us the cost. 

Mr. Wise. $25.85 per day. 

Mr. THomas. What is the next one? 

Mr. Wise. San Juan would run very high but that is with the differ- 
ential of 17 percent for cost-of-living allowance. That is $29.24. 

Mr. Tuomas. How many beds in San Juan? 

Mr. Wise. 200, Mr. Chairman. 

Mr. THomas. What is the next one? 

Mr. Wise. Manchester, N. H., $27.08. 

Mr. THomas. How many beds? 

Mr. Wise. 150 beds. 

Mr. Tuomas. What is the patient load per day there? 

Mr. Wise. 123. 

Mr. THomas. What is the next one? 

Mr. Wise. Miles City, $26.87, 69 patients, 96 operating beds. 








cca 
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Mr. Tuomas. What is the next one? 

Mr. Wist. Bonham, Tex., 50 hospital beds there. 

Mr. Tuomas. I passed through there in September, but I didn’t 
have a chance to go in. 

Mr, Wise. 50 beds, $25.58, 48 average patient load. 

Mr. Tuomas. Serves only Bonham ? 

Mr. Wise. Yes, sir, and the immediate area. 

Mr. THomas. What is next? 

Mr. Wise. West Roxbury, $26.05. 

Mr. Tomas. How many beds and what is the patient load? 

Mr. Wise. 266 patients, 304 beds, 

Mr. Tuomas. Give us more. What about the big Chicago hospital ! 

Dr. Mippteton. At Northwestern University, sir. 

Mr. Wisp. $24.12, 449 average patients. 

Mr. Tuomas. How many beds? 

Mr. Wise, 516. 

Mr. Tuomas. About two-thirds of the floor is for laboratory and 
research offices and 4 or 5 floors for beds. It is a fine installation and 
may eventually be worth the money. You have some fine talent there 
and I think they will make good use of the facility. 

Off the record. 

(Discussion held off the record.) 

Mr. Tuomas. Is it a misnomer to call that a research eenter? 

Dr. Mippteron. A gross misnomer. Every hospital is a research 
hospital. 

Mr. Tuomas, You cannot class that one with every hospital. I have 
been in it too many times. 

Dr. Mippteton. I, too, sir. 

Mr. Tuomas. You do not class it with every hospital, do you? 

Dr. Mippieton. Oh, no. 

Mr. Tuomas. It is out of this world; is it not? 

Dr. Mippieron. All of that, sir. 

Mr. Tuomas. What is the next one? 

Mr. Wise. San Francisco, $24.25, 368 patient load, 389 beds. 

Mr. Tuomas. That is pretty well filled up, then ? 

Mr. Wise. Yes, sir. 

Mr. Txromas. What is the bed cost per day ? 

Mr. Wiser. $24.25. 

Mr. Tuomas. You have one of your best hospitals, and I understand 
it is a high cost one, in lowa City, Iowa. How many beds there, how 
many occupants, and what is the cost? 

Mr. Wise. $21.87, 416 patient load, 484 beds. 

Mr. Tuomas. That cost is not out of line. 

Mr. Wise. About average. 

Mr. Tuomas. Somebody has been doing some inaccurate talking. 
It is not a high-cost installation at all, is it? 

Dr. Mippteton. No, sir; not comparatively. 

Mr. Tuomas. The medical staff at the University of Iowa does some 
teaching, lecturing, and some practicing, too, at that hospital. It is 
well located. 

Dr. Mippteron. A splendid setup. 
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Mr. THomas. What does the hospital in Houston, Tex., cost? 

Mr. Wise. It is quite high, sir; $20.52; 1,213 operating beds, 960 
patients. 

Mr. Tuomas. You have 253 surplus beds, I see. Dr. Cady says you 
do not give him enough money. 

Mr. Wise. ‘They are in process of being activated. 

Mr. THomas. I have been hearing that for 2 years. The hospital 
has been completed for 2 years. He says you did not give him enough 
money. Who is right? 

Dr. Mippteton. We are right, sir. Many of these will be activated 
in this coming year. 

Mr. Tuomas. How much more money will he get this year than 
he had last year? Every time I write him to take somebody in, he 
says he has no money. 

Mr. Wise. These are last June 30 per diem figures. He plans to 
have 1,108 patients this year. 

Mr. TxHomas. How much increase, in dollars and cents, are you 
giving him this year as against last year? 

Mr. Wiser. He is running $21.60 as of December 31. Last year it 
was $20.52, and so far this year it is $21.60. 

Mr. Txomas. Is that about in line with the national average, in the 
way of increase? 

Mr. Wise. The national average for G. M. and S. Hospitals as of 
December 31 was $21.30. 

Mr. THomas. How much is his cost? 

Mr. Wise. $21.60. 

Mr. THomas And the national average is $21.30? 

Mr. Wise. Yes, sir. 

Mr. Tuomas. He isa high-cost operator, then ? 

Dr. Mippteton. He isa good operator. 

Mr. Wise. He is getting all the money he needs to operate the beds. 

Mr. Tomas. You have 250 beds not in operation there. What are 
we going to do with them ? 

Mr. Wise. They are being activated. 

Mr. THomas. Why so slow in being activated? They have been 
completed for 2 years. 

Mr. Wise. They have not actually been completed. 

Mr. Encar. They were completed about last August, sir, just going 
from memory. 

Mr. THomas. A year ago; 18 or 15 months ago. 

Mr. Wise. Dr. Cady was concerned about his recruitment potential. 
We niade a specific proposal that he would maintain around a 1,200 
patient load for this year. 

Mr. Tuomas. For what year? You mean 1958 or 1959? 

Mr. Wise. 1958. 

Mr. THomas. But you didn’t give him the money, except for 1,000 
beds. 

Mr. Wise. 1,108 patients, which is his own figure. 

Mr. Tomas. How many patients does he have now, Mr. Baker? 

Mr. Baker. I have the average for 1958. 
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Mr. Tuomas. What isthe plan for 1958? 

Mr. Baxer. 1,108 average daily patient load. 

Mr. THomas. You want to keep him ? 

Dr. Somaten. Oh, he is a good friend of mine, and he is doing a 
fine job. 

Mr. Tuomas. If you have a fellow who wants to work, why don’t 
you turn him loose? 

Dr. Mipptetron. We turn him loose with a checkrein on him. 

Mr. Tuomas. He has ideas. He wants to put in an installation, 
taking one of those old buildings he has there, fix up the basement, and 
put in a laboratory for geriatrics. 

Dr. Mippteron. I walked over every foot of ground with him. 

Mr. Tuomas. I did, too, twice. I don’t intend to do it the third 
time. If you go out there, you have to walk over him or over that space. 


COMPARISON OF UNIT AND TOTAL COSTS 


We will insert pages 27-37 and 27-38 and 27-39, “Other objects and 
employment.” 


(The pages referred to follow :) 
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Aut Hospitraus, $42,783,000 


Average daily patient load 

Psychotic rations 
Ni gg hih lt winiccnrardbibnditisuanadaiicd 
Oe eamme 

TB and paraplegic rations 
SE En ichinnwdlokiaocusandoaeenne 
Sal leans atajtnin cnc vncegelavhenlanie 

General medical and surgical r rations...-_-- 
Unit cost_- i 


Other as and pare chiatric rations- 
Unit cost_. isin sealed 
a cal al 
Total patient rations_._........-- 
Unit cost 
a a eee 
Modified rations for domiciliary members.-.- 


Unit cost 

Ce Dd alain cians gealilengilioraaioias 
Total patient and member rations... 

Unit cost _- 

Total cost ___- 

Employee (salary deduction) rations. 
NS Sn cnssoaietigtonl OPS 
Total cost ____- 4 ascites Taiokag: 

Other employ ees and. guest rations........----- 
Unit cost_- 3 
Total cost_.... 


TO I on. candace . 
Unit cost _- < 
. | eae eee 





Fund analysis for provisions 

















Actual, Estimate, Estimate, 
fiseal year fiscal year fiscal year 
1957 1958 1959 
111, 265 111, 900 110, 900 
18, 754, 080 18, 751, 000 18, 751, 000 
$0. 877 $0. 887 $0. 
$16, 438,983 | $16,641,000 | $16, 501,000 
5, 118, 360 4, 944, 4, 595, 000 
$1. 154 $1. 168 $1. 170 
$5, 907, 319 $5, 774, 000 $5, 376, 000 
12, 490, 580 12, 890, 000 12, 855, 000 
$1. 045 $1. 059 $1. 060 
$13, 057, 748 $13, 648, 000 $13, 626, 000 
3, 083, 390 3, 065, 000 , 070, 000 
$1. 018 $1. 032 $1. 034 
$3, 138, 206 $3, 163, 000 $3, 174, 000 
39, 446, 410 39, 650, 000 39, 271, 000 
$0. 977 $0. 989 $0. 985 
$38, 542, 256 $39, 226, 000 $38, 677, 000 
202, 030 | 167, 000 167, 000 
$1. 050 $1. 066 $1. 064 
$212, 060 $178, 000 $178, 000 
39, 648, 440 39, 817, 000 39, 438, 000 
$0. 977 $0. 990 $0. 985 
$38, 754,316 | $39, 404,000 | $88, 855, 000 | 
3, 479,620 | 3, 505, 000 3, 511, 000 
$0. 926 | $0. 937 $0. 930 
$3, 221, 469 $3, 285, 000 $3, 264, 000 
715, 390 720, 000 716, 000 
$0. 923 $0. 935 $0. 927 
$660, 064 $673, 000 $664, 000 
43, 843, 450 44, 042, 000 43, 665, 000 
$0. 972 $0. 985 $0. 980 
$42, 635,849 | $43,362,000 | $42, 783, 000 


NeEvuRopPsycHiaTric Hosprtaus, $217,533,000 


Cost summary by object 





Increase (+-) 
or decrease 
(—), 1959 
over 1958 




















Actual, | Estimate, Estimate, | Increase (+) 
fiscal year | fiscal year fiscal year | or decrease 
1957 } 1958 1959 (—), 1959 
| Bas over 1958 
Average employment: | 
VA employees 39, 150 39, 229 | 39, 534 | +305 
Average salary __. $4, 149 | $4, 204 | $4, 204 | 
Consultants _. 136 | 144 | 150 | +6 
Costs by object: | | | 
01 Personal services : | $163, 909, 363 | $166, 496,000 | $167, 855,000 | +$1, 359, 000 
Consultants... .-| (1,490, 623) (1, 576, 000) (1, 642, 000) | -+- (66, 000) 
02 Travel: 
Employee-- 113, 545 | 121, 000 130, 000 | +9, 000 
Beneficiaries - 284, 321 | 300, 000 310, 000 +10, 000 
03 Transportation of things--_- 181, 523 | 180, 000 180, 000 | 
04 Communications 634, 070 | 669, 000 | 679, 000 | +10, 000 
05 Rents and utilities. 2, 880, 238 | 2, 910, 000 | 2, 920, 000 | +10, 000 
06 Printing and reproduction ____...__- | 24, 725 | 158, 000 | 160, 000 | +2, 000 
07 Other contractual services_- | 2, 851, 859 2, 899, 000 | 2, 747, 000 | — 152, 000 
Employee’s insurance, Public Law 598_ | (519, 818) (523, 000) | (527, 000) | +- (4, 000) 
08 Supplies and material 33, 318, 886 | 33, 508.000 | 33,647,000 +139, 000 
Provisions (18, 664,002); (18. 856,000); (18, 716, 000) — (140, 000) 
09 Equipment_ 5 <mae 3, 161, 148 2, 130, 000 2, 053, 000 | —77, 000 
11 Grants, subsidies and contributions | 
(CSR)-- _..-------| 9,926,000 | 10, 452, 000 +526, 000 
13 Refunds, awards and indemnities_- 136, 391 | . | 
15 Taxes and assessments_ 55, 885 41, 000 40, 000 —1, 000 
' 
Total gross costs +f 207, 551, 954 | 219,338,000 | 221, 173, 0 000 | +1, 835, 000 
Less: Q. 8. & L__.- oS —3, 286,991 | —3,395,000 | —3, 640,000 | —245, 000 
Net total costs. ........... outnaahaince "204, 264, 963 | 215, 943, 000° 217, 533, 000 +41, 590, 000 
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Mr. Tuomas. Off the record. 
(Discussion held off the record.) 


Mr. Tomas. You came in for a $250,000 supplemental saying 
supplies and materials are going up. 


COST OF DRUGS AND MEDICINES 


Mr. Wiss. Drugs and medicines are the main increases. 

Mr. Tuomas. Let us see what that is. 

Dr. Mippieron. $14,022,681 in 1957. 

Mr. Tuomas. It goes up to $14,149,000 in 1958, in 1959 it is 
$14,422,000. That is an increase of $273,000 for 1959 over 1958. 

We have all of these detailed tables here, number of beds, costs, 
and everything else. We are not inserting it in the record but let 
the record show it is available. We did insert a breakdown of the 


three classifications, unit costs, and number of beds, but the detailed 
information is available. 


OurTpaTiIeENt CARE 
Let us look at the outpatient care on page 28-1. 
Insert 28-1 in the record. 
(The page referred to follows:) 


OvuTPATIENT CARE, $75,798,000 


Cost summary by object 
































Actual, Estimate, Estimate, | Increase (+) 
| fiseal year fiscal year | fiscal year or decrease 
1957 1958 1959 (—), 1959 
} over 1958 
Average employment: | | 
VA employees_______- | 8, 526 | 8, 533 | 8, 175 —358 
Average salary. -__-_-_- E $5, 285 $5, 295 $5, 305 +$10 
Consultants... __.._- thciniera nde. ctee 185 161 We sks 
Costs by object: 
01 Personal services. set _...| $46, 528, 390 $46, 581, 000 $44, 770, 000 | —$1, 811, 000 
Medical consultants ___- (1, 418, 426)| (1, 360,000); = (1, 360, 000) (-—) 
Dental consultants ‘ (49, 203) (40, 000) | (40, 000) | (—) 
02 Travel: | 
Employee__- } 194, 539 206, 400 220, 000 +13, 600 
Beneficiary ____- | 4, 442, 980 4, 560, 000 4, 484, 000 | —76, 000 
03 Transportation of things: | | 
Shipment of bodies ee : 3, 946 4, 600 4, 000 —600 
Other __ : 74, 224 67, 000 67, 000 . 
04 Communications. _-_- ; 580, 088 559, 000 529, 000 — 30, 000 
05 Rents and utilities. __ ; 265, 751 255, 000 238, 000 —17, 000 
06 Printing and reproduction ee ee 4, 512 80, 000 OI a a Se techn cites 
07 Other contributions services 
Medical and dental fees___- ..--| 14,863,074 10, 502, 000 9, 166,000 | —1,336,000 
Medical fees. _ _- ; aseail (7, 411, 600) (8, 112, 000) (8, 124, 000) | (+12, 000) 
Dental fees_ shade aaa .---| (7,451,474) (2, 390,000)| (1,042,000)! (—1, 348, 000) 
a. 6-S0ssGd. socadd | 1, 469, 138 1, 459, 000 | 1, 479, 000 | +20, 000 
employe i insurance, Public Law 598_._| (136, 938) (139, 000) | (133, 000) | (—6, 000) 
08 Supplies 
Medical and dental na. pbes 7, 878, 029 7, 850, 000 7, 917, 000 | +67, 000 
Prosthetic supplies- x 3, 460, 863 3, 435, 000 3, 435, 000 |.....- 
All other. an 4 486, 924 464, 000 437, 000 —27, 000 
09 Equipment. Ses : 1, 040, 861 354, 000 | 261, 000 —93, 000 
11 Grants, subsidies, “and contributions | 
(CSR)_. ied ncaa t-te 2, 697, 000 | 2, 700, 000 | +3, 000 
13 Refunds, awards and indemmnities____- 58, 138 | 42, 000 | _-- —42, 000 
15 Taxes and assessments: . -_- as 11, 809 12, 000 11, 000 —1, 000 
Net total costs- sexcasny) SESE 266 79, 128, 000 38, . 798, 000, | —3, 330, 000 
Cost adjustme nt for other years - on-set +70, 702 | — 128, 000 | ce +128, 000 
Total obligations. ....| 81,433, 968 _ 79,000, 000 | 75,798,000 | —3, 202, 000 
Add: Unobligated balance or savings- 929, 032 | 4 | sal deena hagas cchin pa daceincaatas 
Adjusted appropriation or estimate __-- 82, 363, 000 79, 000, 000 | 75, 798, 000 | ney 202, 000 


bs I 





: 
: 
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Mr. Tuomas. You show employees, 8,526 in 1957, 8,533 for 1958, 
8,175 estimated for 1959, a decrease of 358. The total cost is 
$75,798,000 this year, a decrease of $3,202,000 against 1958 which was 
$79 million. : 

Off the record. 

. (Discussion held off the record.) 


AVERAGE EMPLOYMENT 


Mr. Yates. What kind of employees are being released ? 
Mr. Wise. Page 28-11 will give you the breakdown there. 
Mr. Yares. Insert page 28-11 in the record. 

(The page referred to follows :) 


OvuTPATIENT CARE 


Comparative average employment summary by activity 





| | 






































| Increase 
Actual, Estimate, | Estimate, | (+-) or de- 
fiscal year | fiscal year | fiscal year | crease (—) 
1957 1958 1959 1959 over 
1958 
General administration: | | 
ne ee oe eo ceed 57 52 50 —2 
a ae eee 465 427 414 —13 
ee oh eee nema 399 357 345 | —12 
Personne] Division ; ; os Basa 81 86 86 a 
Supply Division---___- Sr 373 274 272 | —2 
Engineering Division -_ --- -- ssc dee Ets s 136 163 163 | < 
Total. _..... Foo gai ween 1, 511 1, 359 | 1, 330 | —29 
Care of outpatients: 
Medical processing. .-..._-.......---- anaes 3, 010 2, 999 2, 879 | —120 
Professional medical service - - - - jude lecuewsesd 760 847 804 | —43 
Ancillary medical services eS a 1, 221 1, 312 1, 268 | —44 
Physical medicine and rehabilitation._......... Laake 97 98 TE Docc cnadanies 
Nursing service _ - __- ; a ae 207 216 Gb. cnscdeses 
Mental hygiene service fic = ase ae si 763 820 790 —30 
Dental service- _ _- splente id sts cemdeleeObcans 518 429 351 | -7 
Special treatment service___----_- ice Eaciecsan 33 53 OB Agia 
ie SU eee A ee aad ndt 6, 609 6, 774 6, 459 —315 
Dietetic service, total...................--.-. Rittlbase 31 33 | 33 | Cusaded 
Prosthetic appliances and similar aids: 
Central Dental Laboratory-.--..................... lll 100 86 —14 
Prosthetic and sensory aids-__.................--.-.- 179 182 PT iieséook coats 
Prosthetic Center _- le ae ie ae eas 53 52 PM ianiiachibeas 
Plastic Eye and Restoration Clinic. -~--.......---- 18 18 Di Shei asnapaeae 
Prosthetic Distribution Center__..............-.--- 14 15 | Neh ccatucense 
MN cette SEs... cn, beeibekns dunn abibanees 375 367 353 | —14 
=o a a | — 
I ee Tal ek as acladesead nninpelcidenaipmieis 8, 526 8, 533 8, 175 | —358 





Mr. Yates. Will the reduction in number of employees reduce the 
medical standards of the VA ? 

Dr. Mmppieton. We feel by reason of the changing load this will 
be adequate coverage. There are two factors we discussed before which 
enter into this—first, decreasing load and then the increasing work 
unit for the remaining staff members. 


USE OF CONSULTANTS 


Mr. Yares. I notice you have the same number of consultants as 
you had last year. How do you hire your consultants for outpatient 
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care? You use your ordinary physicans for this, do you not? How 
do the consultants come into this picture? 

Dr. Wotrorp. They have specialities not covered by the full-time 
staff, or they may come in for lectures. 

Mr. Yates. Do you have consultants for inpatient care, too? 

Dr. Woxrorp. Yes. 

Mr. Yates. How do you draw a distinction ? 

Dr. Wotrorp. There is no distinction, sir. 

Mr. Yates. Why do you charge some doctors to one appropriation 
and others to another ? 

Mr. Wise. They are used for both appropriations. 

Mr. Yates. May not some of the consultants be used for both ? 

‘Dr. Wotrorp. Some of them are, sir. They are broken down. 

Mr. Yates. I am still puzzled. How do you separate them in terms 
of the two budgets ? 

Mr. Wise. All but 31 of the clinics are separate clinics in the down- 
town regional office where the consultants actually render their service 
at that point. That is the only appropriation chargeable there. 

Mr. Yares. I thought the consultants were hired for special occasions 
such as an occasion when a doctor who is on your staff feels that he 
needs outside help. 

Apparently your consultants are on a daily basis because they go 
right to the clinic. 

Mr. Wise. On an occasional basis. 

Dr. Wotrorp. They are paid by the day, or by the visit. 

Dr. Mippteron. And upon call. 

Mr. Yates. Ordinarily a consultant is employed on call, is he not ? 

Dr. Mippteton. Essentially true here in all instances. 

Mr. Yates. You mean he is called tothe clinic? 

Dr. Mippteton. That is right. 

Mr. Yates. Isthisa regular call? 

Dr. Muppteron. For example, if it be in areas Dr. Wolford has 
cited, where there is not the workload, he may come in once a month 
and be paid on a consultant’s fee basis, seeing patients with skin 
conditions, to give you an isolated example, so it is a perfectly regular 
charge against the outpatient rather than the inpatient service. 


SCOPE OF OUTPATIENT CARE PROGRAM 


Mr. Tuomas. We will insert page 28-2 and 3 here. 
(The pages referred to follow :) 


OUTPATIENT CARE 
Program scope 


This program makes provision for the medical and dental care of veterans 
with service-connected disabilities, on an outpatient basis. Medical care is 
thereby provided with greater economy to the Government and convenience te 
the veterans than the costly alternative of hospitalization. The program is con- 
ducted through the facilities of 70 clinics of which, in fiscal year 1957, 31 were 
operated in conjunction with VA hospitals, 37 with VA regional offices, and 2 
were self-operating field activities. 

Outpatient care is administered by each clinic primarily by two methods which 
are intended to provide care which is reasonably convenient for the veteran: 
(1) outpatient care rendered in the clinic facilities of the Veterans’ Adminis- 
tration; and (2) hometown care, in which the local medical profession in com- 
munities cooperates with the Veterans’ Administration to enable eligible veterans 
in areas not convenient to the VA clinics to secure essential care in their home- 

21543—58—pt. 1—_—-57 
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towns. It is the policy of the Veterans’ Administration to provide care in its 
own outpatient clinics in the interest of both the veteran and the Government. 
Treatment by fee basis physicians is authorized when indicated by the veteran’s 
physical condition, or when travel to the clinic would create a hardship on the 
veteran, or when the professional staffs of the clinic are not adequate to provide 
the necessary care. 

Outpatient services available for eligible veterans at the VA clinics or through 
VA sponsored hometown care consist of the following: (1) medical treatment 
including, where necessary, mental hygiene, and physical medicine and rehabili- 
tation therapy; (2) dental examination and treatment; (3) furnishing, fitting, 
and repairing of orthopedic appliances and sensory aids, and supplying of drugs 
and medicine to outpatients; (4) medical examination of claimants for compen- 
sation, pension, and to determine medical need for VA hospitalization of physical 
ability of disabled veterans to undergo training for vocational rehabilitation ; 
(5) social service, with particular emphasis on adjustment of neuro-psychiatric 
and tuberculosis patients to the end that more costly initial or repeated hos- 
pitalization is avoided; and (6) nursing service of a public health nature during 
convalescence from protracted service-connected illness. 

The extensive scope of the outpatient.care program is reflected in the numbers 
treated and in the type of services rendered annually to veterans with service- 
connected disability. In fiseal vear 1957 there were 2,039,627 outpatient visitors 
to VA outpatient clinics and hometown physicians for medical examination and 
treatment. (An outpatient visitor is an eligible veteran who visits an outpatient 
clinie or hometown physician one or more times during a given month.) There 
were 81,902 dental examinations and 95,866 dental treatments, all completed by 
VA dental clinics or bv hometown dentists. As integral activities of VA out- 
patient clinics, treatment for neuropsychiatric disability was provided by 46 
mental-hygiene clinics staffed by teams consisting of psychiatrists, psychologists, 
social workers, and secretaries. In other outpatient clinics where formal men- 
tal-hvgiene clinics could not be established, due generally to difficulty in recruit- 
ment of team personnel, treatment was given by individual psychiatrists and 
assisting personnel. In the course of outpatient treatment during the fiscal year, 
there were 2,726,373 prescriptions compounded by VA and hometown pharmacies. 

The accomplishment of this program required an average employment of 
8,526, consisting of many categories of medical and dental specializations, phar- 
macists, laboratory technicians, X-ray technicians, orthopedic technicians, dieti- 
tians, social workers, clerical and stenographic employees, etc. 


Program trends 


To improve the quality of medical care and to reduce operating costs, the 
Veterans’ Administration’s policy is to integrate outpatient clinics at VA regional 
offices with VA hospitals, whenever feasible. The establishment of clinics in 
the hospital environment is beneficial from the professional medical standpoint. 
In the 6-year period prior to fiscal year 1957, 11 outpatient clinics situated in 
VA regional offices were integrated with VA hospitals. The integration of 
6 additional VA regional offices outpatient clinics with VA hospitals was accom- 
plished during fiscal year 1957, which resulted in a total of 31 clinics operated 
in conjunction with hospitals by the end of that fiscal year. Two additional 
consolidations are planned during fiscal year 1958. 

It is anticipated that the total demand for medical services by veterans with 
service-connected disability will remain approximately at the fiscal year 1957 
level, and decrease by 10,500 over fiscal year 1958. However, as the eligible 
veterans grow older, the treatment required becomes more complex and more 
frequent because of disability associated with advancing age which is adjunct 
to the basic disability, and because of the increasing inability of the aging 
individual to withstand attacks of chronic illness without more frequent treat- 
ment and medication. 

With respect to dental outpatient care, the provisions of Public Law 83, 84th 
Congress, will continue the downward trend in the number of veterans eligible 
for dental treatment, which began in fiscal year 1955 as a result of Public Law 
428, 83d Congress. In anticipation of this continued decline—from 81,488 com- 
pleted staff dental examinations and treatments in fiscal year 1957 to 62,500 in 
fiseal vear 1958 to 52,800 in fiscal year 1959—the estimate for fiscal year 1959 
for VA outpatient dental clinie projects a reduction of 78 in average employ- 
ment from the fiscal year 1958 level. Completed free dental examinations and 
treatments will decline from 96,280 in fiscal year 1957 to 40,200 in fiscal year 
1958 to 21,600 in fiscal year 1959. 
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OUTPATIENT WORKLOADS 


Mr. Tuomas. You have your workload set out on page 28-2. I sée 
2,039,627 outpatient visitors. You set outa yardstick here that is not 
clear to me. t me read this language here: 

The extensive scope of the outpatient care program is reflected in the numbers 
treated and in the type of services rendered annually to veterans with service- 


connected disability. In fiscal year 1957 there were 2,039,627 outpatient visitors 
to VA outpatient clinics and hometown physicians for medical examination and 


treatment. 

I want that figure of 2,039,000 between visits to outpatient clinics 
and visits to hometown physicians broken down. What is the dif- 
ference? How many visits to clinics and how many for hometown 
physicians? How many clinics do you have? 

r. Wise. Seventy. 

Mr. Tuomas. How many are combined with hospitals? 

Mr. Wise. Thirty-one. 

Mr. Tuomas. How many more will you combine this year? 

Mr. Wise. Two. 

Mr. Tuomas. Are you through combining ? 

Mr. Wiss. No, sir. There is nothing reflected here beyond the two 
for 1959, however. 

Mr. Tuomas. What do your records show to date in the way of a 
combination? Do you give better service ? 

Mr. Wise. Yes, and save money. 

Mr. Tuomas. How much money have you saved in those installa- 
tions you have combined ¢ 

Mr. Wise. For example, as a result of the reduction of the 2 pro- 


posed for 1959 that accounts for 29 individuals saved out of the 358 
reduction. 


Mr. Tuomas. 10 percent ? 

Mr. Wise. Over $100,000 a year saving. 

Mr. Tuomas. What about other objects savings ? 

Mr. Wise. A good 90 percent of the savings would be in personal 
services. Generally it is administrative personnel, finance, supply, 
and so on. 

Mr. THomas. Can you break down the 2,039,000 outpatient visitors 
to outpatient clinics and hometown physicians? How many did each 
of them get ? 


Mr. Rosen. 1,455,513 to the clinics. To the hometown physicians 
584,114. 


Mr. THomas. One-fourth to the hometown physicians, then, and 
three-fourths to the clinics. 
Mr. Rosen. Roughly so, sir. 


Mr. THomas. What is the cost to the hometown physician per visit ? 
Dr. Worrorp. The table is on 28—14. 


UNIT COSTS OF OUTPATIENT CARE 


Mr. Tuomas. There is more information on that table than I can 
gothrough. Do you know the cost? 
Mr. Wise. 2.2 visits per individual. 


Dr. Wotrorp. The unit cost is $11.55 in 1957, $12.96 in 1958, and 
$12.96 in 1959. 
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Mr. Tuomas. You don’t mean to say that the Veterans’ Administra- 

eon pays $12.59 for a veteran calling on a doctor in his hometown, 
0 you! 
r. Wotrorp. That is the unit cost, sir. 

Mr. Tuomas. $12.59 ? 

Dr. Wotrorp. Yes, sir. 

. Mr. Tuomas. That is out of line and it is too 7 A private 
patient can go for $2, or $3, or maybe $5 on a fancy deal. Why should 
a veteran pay $12.59 ? 

Dr. Wotrorp. It all depends on whether it is treatment or exami- 
nation. For instance, if you send a patient to a psychiatrist you pay 
$15 an hour. A large number of these are sent to psychiatrists. We 
do not have the staff to give treatment ourselves. 

Otherwise the cost would be $4.92 in 1957, and $5.55 in 1958, $5.51 
projected for 1959. 

For outpatient treatment it is $11.66 in 1957, $13.06 in 1958—— 

Mr. Tuomas. I think those costs are too high, Doctor. Can we 
do anything about it? 

Mr. Rosen. May we add one thing there, Mr. Thomas? We re- 
ported a moment ago there were 584,114 patients seen by the home- 
town physicians. 

Those patients were seen 1,299,208 different times, as large a total 
as the number of visits made by these patients. 

The cost per visit on the average is just slightly over $5. 

Mr. Tuomas. You and Dr. Wolford should get together. It is a 
little different from his testimony and there is some difference in the 
figures. There is a big difference between $12.93 and $5. 

Mr. Rosen. The table on page 28-14 provides reports and estimates 
of the workload in the clinics or on a fee basis in terms of the number 
of patients who are provided service. 

Mr. Tuomas. Tell me what the right figure is, $5 or $12.93 ? 

Mr. Rosen. The two numbers add up to the same thing, sir. If we 
speak in terms of patients then it is $11.55 for 1957. If we speak in 
terms of the visits which these patients make—— 

Mr. Tuomas. That is what we are talking about. 

Mr. Rossen. Then it is the $5 figure. 

Mr. Baxer. The number of visits one patient may make, sir. He 
might make two or more visits per year. 

Mr. Tuomas. That is what I am trying to figure out. In fiscal year 
1957 there were 2,039,000 outpatient visits to VA clinics and home- 
town. Is that individuals? 

Mr. Baxer. Yes, sir. 

Mr. Tuomas. How many times did these 2,039,627 visitors go? 

Mr. Baxer. About 414 million times, 

Mr. Rosen. I have the figures. 

Mr. Tuomas. One-fourth of these were to the hometown physician. 
How many times did the 500,000 patients go to the hometown doctor 
during the year? 

Mr. Rosen. 1,299,208 times. 

Mr. Tuomas. About 21, visits a year. 

Mr. Rosen. Yes, sir. 

Mr. Tuomas. And it cost about $11.93 or $12.93 ? 

Mr. Rosen. $5 per visit, $5 for each of those 1.3 million visits. 











Mr. Tuomas. And the figure Dr. Wolford gave was the sum total 
per veteran, $12.93 times 500,000. ; 

Mr. Rosen. That is right. 

Mr. Vurse.t. Are those visits made mostly in the smaller towns 
rather than to the clinics? 

Dr. Mippteron. They are practically all in the smaller communities 
removed from access to our clinics. 

Mr. Wise. It is more economical to pay $5 a visit than to bring the 
man perhaps two or three hundred miles into the regional office. 

Mr. Vurseiu. That includes his examination or perhaps the doctor 
giving him medical care while he was there, but it would not include 
medicine, would it? 

Mr. Tuomas. Yes, it would. 

Mr. Vurse.t. Includes medicine? 

Mr. Wise. If it is administered at the physician’s office, yes; but 
if a prescription is given, it would not include medicine. 


AUTHORIZATION OF OUTPATIENT TREATMENT 


Mr. Tuomas. You have 2,726,373 prescriptions compounded by 
hometown and VA pharmacists. How does an outpatient get to go 
to his hometown physician or get to the clinic? Does he have to have 
written authority ? 

Dr. Wourorp. He has to have authority from the Veterans’ Admin- 
istration. 

Mr. THomas. What are the mechanics of it ? 

Dr. Wotrorp. He asks for treatment and indicates whether or not 
he wants to go to the clinic or whether he wishes to be treated by a 
fee-basis physician. If it is more economical to bring him into the 
clinic we bring him intotheclinic. If it is a question—— 

Mr. Tuomas. Who makes that decision ? 

Dr. Wotrorp. The chief medical officer at the regional office. 

Mr. Tuomas. Or at the clinic? 

Mr. Wisz. The clinic is in the regional office. It is the same thing. 

Dr. Wotrorp. They authorize the physician and he takes care of the 
patient. 

PURPOSE OF OUTPATIENT VISITS 


Mr. Tuomas. What proportion of your visits for the 2 million pa- 
tients are going for treatment and how many for pension purposes, 
that is in order to have their pension problems reevaluated ? 

Mr. Rosen. 379,197 patients out of the 2,039,000 went for compen- 
sation and pension purposes. Page 28-14 gives the breakdown. 

Mr. Tuomas. And not for treatment; is that right ? 

Mr. Rosen. That is right. 

The third category shows that, 1,454,000 patients. 

Mr. THomas. Compensation and pension, staff, and fee. I looked 
at this table and did not thoroughly understand it. 

How do you get it out of this table? 

Mr. Rosen. Line 1, under compensation or pension, in the 1957 col- 
umn, 379,197. That means the number of patients who were given 
examinations in connection with compensation or pension during the 
fiscal year. 
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‘ Mr. Tuomas. The table does not say that; does it? It states staff 
and fee, and then it gives different figures, It states staff and fee, staff, 
fee, and unit cost. 

What part of the figure for outpatients go in for examination and 
what part go for pension purposes rather than treatment? 

Mr. Wise. 379,197 of that 2,039,000. Roman I is for all purposes. 
Then 2, 3,4, and 5 add up to number one. 

Mr. Tuomas. This table means for all purposes, then, and then 
Roman IT shows just compensation or pension. 

Mr. Wisz. Yes, sir. 

Mr. Tomas. Insert these tables in the record. 

(The pages referred to follow :) 


OvuTPATIENT CARE 


Comparative summary of individuals visiting outpatient clinic staff and fee physicians 
for outpatient medical services, and cost of fee services 








Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1957 aitaiabestiel 1958 1959 
“I. All purposes: 
I Si ea hk cel a allah iene 2, 039, 627 2, 045, 500 2, 035, 000 
= eee... 1, 455, 513 1, 464, 800 1, 455, 500 
Bit aientoueernn 584, 114 580, 700 579, 500 
(a) Unit cost pERISSSS F $11. 55 $12 96 $12. 96 
(6) Direct cost._..._.............-.. é $6, 745, 365 $7, 524, 000 $7, 512, 700 
(c) Other costs ! : $666, 235 $588, 000 $611, 300 
St ED MOS ob oe. dt wud digs ney idlewa $7, 411, 600 $8, 112, 000 $8, 124, 000 
II. Compensation or pension: 
ey IS, oo at ga OE ee Se caduune 379, 197 388, 800 380, 500 
Rie es Ue ee CLI ss - 338, 720 343, 000 342, 400 
Ne ia Eccl wetted dene M a veel 40, 477 45, 800 38, 100 
(a) Unit cost __ Senvhapabia Shas nce sb eekiee $11. 23 $12 58 $12. 58 
fed! TORN ONE 6a Linc cecgddashce nip setebibs- $454, 623 $576, 100 $479, 300 
IIIf. Outpatient treatment: 
¥, Beet ond 00-5255 oe Sess sisi. butebo ow Jids4 1, 454, 210 | 1, 454, 000 1, 454, 000 
Se 0 ide i a 920, 034 926, 500 919, 600 
3. Fee_. i niemnie bonnie dante eid Adethsdee » = eal 534, 176 527, 500 534, 400 
(a) U nit. CR asp aie en pila ddtonicbies $11. 66 $13.06 $13. 06 
Se TE WME CONS 052k Loeeaacochbcusasbipson $6, 225, 873 $6, 889, 000 $6, 979, 300 
IV. Hospital or domiciliary care: 
1, Staff and fee molars inigliinieeat aL het E ane ele ia 132, 662 132, 000 132, 000 
2. Staff _- Eich shcnashcopeescssesubevncsetedusdds 126, 267 127, 300 127, 300 
it tris cate n Mictteeel, iratnan« attiin indbipaeee he cial oe 6, 305 4, 700 4, 700 
(a) at 6. ere a Coates $4.92 $5. 51 $5. 51 
(b) Total cost Resi ebtangebmarits $31, 492 $25, 900 $25, 900 
V. Vocational rehabilitation and education: 
Beene M00... SAC deeb cee 10, 376 | 10, 000 9, 000 
2. Staff é: in cant eae 8, 656 | 8, 600 8, 000 
3. Fee____- “ae ki niet tees aad Geld aibiehertien 1,720 1, 400 1, 000 
i eee OU 3. es Ls dec dds Add bites $10. 56 $11. 83 $11. 83 
cr Oe siete $18, 159 $16, 600 $11, 800 
VI. Insurance: 
1, Bee ORG fetes 654 465-245 -34s 5s) tee Wen 16, 468 | 14, 000 12, 800 
Roo. 2.5 as eked baeetptein maniatiehel ci i icaesibansethiaas 16, 276 13, 800 12, 600 
3. Fee...-- L brivis Sethbs pte sedan ohblnueeues 192 200 200 
(a) RM ge a ea $10. 84 $12.14 $12. 14 
fey ee CONN oo) ok Sa Ad $2, 081 | $2, 400 $2, 400 
VII. Other: | 
1. Staff and fee__- abused both ocbaadwecubasetnn 46, 714 46, 700 46, 700 
2. Staff_- Tee I ceeds siecle lich bccn seer 45, 560 | 45, 600 45, 600 
3. Fee_- eee ieapen el diet abil tlie k ins deta 1, 154 1, 100 1, 100 
(a) U nit cost sate uvsdccsedebe cates Jeetatisas $11. 38 $12. 75 $12. 75 
1) Da. 5 hk ~~ sgn ~ 4esher~ 40s $13, 137 $14, 000 $14, 000 





1 Includes intermediary cost and amount required for obligations canceled after close of the fiscal year. 


Mr. Tuomas. That is about 16 percent of the total ? 
Mr. Wiser. About that, sir. 
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Mr. Tuomas. Here is a paragraph worth inserting in the record, 
the middle paragraph on page 28-13. It states— 

The projection for compensation or pension rating examination is based on 
estimates submitted by the Department of Veterans’ Benefits. That Depart- 
ment states that it will forward to the medical clinics 380,000 requests for 
examinations during fiscal year 1958 and 367,000 requests during fiscal year 
1959. This should result in 388,800 and 380,500 individuals visiting for examina- 
tion during fiscal year 1958 and fiseal year 1959, respectively. The reduction 
in the number of veterans in training under the vocational rehabilitation and 
education program is expected to reduce the number of individuals visiting for 
medical treatment in fiscal year 1959 to 9,000. 

Why should that reduce the number of visits, just because they finish 
their vocational education training / 

Mr. Rosen. Veterans in training under Public Laws 16 and 894 
are entitled to medical care of such a nature as required to permit 
them to continue in their training. That eligibility continues during 
the period that those veterans are—— 

Mr. Tuomas. They are entitled to it when they get out of training. 

Mr. Wisr. They may not be service connected. 

Mr. Tuomas. Is that the distinction ? 

Mr. Wiser. Yes, sir. 

Dr. Mippieton. These are based on service connection. 

Mr. Tuomas. They would not be getting their training under 
Public Law 16, But that covers Public Laws 16 and 894? It covers 
service connected and nonservice connected 7? 

Mr. Monk. The disabled veteran, while in training, is entitled to 
care to enable him to keep on pursuing the training and it does not 
necessarily have to be a service-connected disability, that is impeding 
his training. 


When he gets out of training he is no longer eligible for care except 
for service-connected disability. 

Mr. Tuomas. He is entitled to it regardless of service connection. 

Off the record. 

( Discussion held off the record.) 

Mr. Monk. The object of this is to keep a man in training. 

Mr. Tuomas. That will reduce some of the patient load. ii will be 
reduced by some 9,000, is it ? 

Mr. Rosen. To 9,000, sir. 
: aoa Tuomas. What will be the reduction in 1959 over 1958? Is it 
9,800 7 

Mr. Rosen. One thousand, sir. 


COMPARISON OF COSTS BY ACTIVITY 


Mr. Tuomas. I notice this table on page 28-10 showing comparison 
of costs by activity. You have medical processing here for 1958, 
$13,439,000. What does that mean? You have ancillary medical 
service, $15,317,000 for 1958, physical medical rehabilitation $619,000 
for 1958. You show nursing service as $1,338,000, mental hygiene 
service $6,205,000, dental service $5,674,000, special treatment service 
$382,000. In other words, you have $60,675,000 of the $79,128,000 for 
1958 charged to care of outpatients. 

Your general administrative costs are $7,240,000. Your other oper- 
ating expenses total $10,995,000, close to $11 million, so you have $18 
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million of costs there to render servaces aang $60 million, almost 
30 percent, which is a very high figure, is it not? It takes about $18 
or 819 million of administrative costs to spend $60 million. 

Mr. Wise. You should take cognizance of these other operating ex- 
penses. That primarily is the cost for these prosthetic activities. 

Mr. Tuomas. $6 million of it is. 

We will insert page 28-10 at this point. 

(The page referred to follows :) 
































OuTPATIENT CARE : 
Comparison of costs by activity 
Actual, Estimate, Estimate, | Increase (+) 
Activity fiscal year fiscal year fiscal year | or decrease 
1957 1958 1959 (—), 1959 
over 1958 
General administration: 
nN A WI on hn co csewnccs $402, 344 $414, 000 $400, 000 —$14, 000 
Administrative Division -._.........-.--..-- 2, 513, 074 2, 485, 000 2, 416, 000 — 69, 000 
ie dd nennnnd cousin 1, 714, 660 1, 654, 000 1, 589, 000 — 65, 000 
PE BRON 5s 5s os nc kecnnneuk 434, 526 491, 000 491, 000 
a nae 1, 822, 865 1, 277, 000 1, 265, 000 —12, 000 
Engineering Division. -_-...............---- 709, 214 919, 000 944, 000 +25, 000 
Total, general administration. --.-.....-- 7, 596, 683 7, 240, 000 7, 105, 000 — 135, 000 
= ; 
Care of outpatients: 
Medical processing -__---__--- 13, 439, 000 12, 864, 000 —575, 000 
Professional medical service - - 17, 701, 000 17, 417, 000 — 284, 000 
Ancillary medical service __. - soi 15, 317, 000 15, 196, 000 —121, 000 
Physical medical rehabilitation ............- 585, 469 619, 000 Ge O00’ Fon. be sn5s-- 
I i ene 1, 245, 917 1, 338, 000 1, 336, 000 —2, 000 
Mental-hygiene service_...._._.__....------ 5, 491, 906 6, 205, 000 5, 980, 000 —225, 000 
ee 8. ce. ic andsis-dadnte 11, 231, 122 5, 674, 000 3, 834, 000 —1, 840, 000 
Special-treatment service....._........----- 346, 737 382, 000 380, 000 —2, 000 | 
Total, care of outpatients......_.......-. 62, 755, 486 60, 675, 000 57, 626, 000 —3, 049, 000 ’ 
RNOE MINW isk iota oot. ages sea fe 193, 783 218, 000 218, 000 ane ' 
as ’ 
Other operating expense: ' 
pe ee i de - i es CLE 45, 685 53, 000 $3000 7. ....55.... | 
Miscellaneous incidental _-.............---.- 4, 456, 955 4,584,000 | 4, 508, 000 —76, 000 
Prosthetic appliances and similar aids: : ie | 
Central dental laboratory _-_.._....-.-- 666, 776 642, 000 572, 000 —70, 000 : 
Prosthetic and sensory aids___.......-.- 4, 551, 141 4, 591, 000 eens 4.2. OL. 
Prosthetie center_.__.._...-....--.----- 345, 147 394, 000 aaa 
Plastic eye and restoration clinic_-_.._-. 108, 055 116, 000 EG eee 125 ~..286%-.- 
Prosthetic distribution center -....._. 643, 555 615, 000 615, 000 Sabo wan 
Total, prosthetic appliances and simi- 
| RENE sraile: 6, 314, 674 6, 358, 000 6, 288, 000 —70, 000 
Total, other operating expense.......- 10,817,314 | 10,995,000 | 10,849,000 |  —146,000 
Net total costs..................--.-.] 81, 363,266 | 79,128,000 | 75,798,000 | —3,330, 000 | 
Prostuetic ResEARCH AND DEVELOPMENT | 
| 


Mr. Yates. You have $1 million requested for research in prosthetic 
activities. Is there special language in the authority of the Veterans’ 
Administration which would authorize research in prosthetic activi- 
ties and not research in other fields of medicine? 

Dr. Mippieton. Yes, sir. 

Mr. Yates. There is special language for prosthetic-activities 
research ? 

Dr. Mippteton. Yes, sir. 


Mr. Yates. And there is no language for research for other fields 
of medicine? 








nn ecccmmeimnmmmsmsticnsmetdmen iereiamueatetmattmeamuteiainatnlen iin heii 
meee an . 
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Dr. Mippteton. We attempted to translate that for the chairman 2 
days ago but apparently did not come to a meeting of the minds. 
r. THomas. Off the record. 
(Discussion held off the record.) 
Mr. Yates. There is a distinction to be made between a specific 
authorization on this point: and an inferred authorization ¢ 
Dr. Mippteton. That is correct. 
Mr. Yates. You have put into the record the language which you 
suggest gives you the authority to engage in & research program ? 
r. Mippteton. Mr. Birdsall gave a clear definition, I believe. 
Mr. Brrosaty. We did not insert the specific authorization on 
prosthetic research. It has to be inserted in the record: 
Mr. Yates. The contrast should be there. 
Mr. Tuomas. Insert it, then. 
(The information requested follows :) 


SECTION 215 (A), PUBLIC LAW 85-86, JUNE 17, 1957 
RESEARCH BY ADMINISTRATOR 


Sec. 215. (a) The Administrator shall conduct research in the field of pros- 
thesis, prosthetic appliances, orthopedic appliances, and sensory devices. 

(b) In order that the unique investigative materials and research data in the 
possession of the Government may result in improved prosthetic appliances for 
all disabled persons, the Administrator may make available to any person the 
results of his research. 


(c) There is authorized to be appropriated annually $1,000,000, to remain 
available until expended, to carry out this section. 


COSTS OF OUTPATIENT CARE 


Mr. Tuomas. It seems to me that every conceivable consideration 
on outpatient clinical problems is taken care of in this table on page 
28-10 to the tune of $75 million to $80 million, all the way from 
nursing service, mental-hygiene service, special-treatment service, 
medical, and so on. 

What is medical processing ? 

Mr. Wise. That is the administrative group which works on the 
clinical records both for the staff. and for the fee authorizations. 

Mr. Tuomas. $13,439,000 for 1958 is in addition to the $7,240,000 
for general administration medicine? 

Mr. Wise. Yes, sir. 

Mr. Txomas. That is $20 million right there, is it not? This is 
all for administration. Then you have $11 million down here for 
other operating expense, so my figure of $20 million was wrong, was 
it not? It is about $31 million to spend $60 million for treatment. 


TYPES OF EMPLOYEES IN CLINICS 


Tell us something about this medical processing. You show 3,019 
in 1957, 2,999 in 1958, and 2,870 in 1959. That is average people. 
Is that all paperwork, keeping up with the records? 

Mr. Wise. Primarily paperwork, issuance of authorizations for 
‘the hometown care, and keeping track of bills. 

Mr. THomas. Where are these people located ? 

Mr. Wise. In all the clinics. 
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Mr. TxHomas. How many do you have in Washington supervising 
the 2,800? How many doctors do you have her? It it 847 doctors in 
outpatient clinics? How many doctors do you have at the 70 clinics? 
It should be set out on page 28-11. Look at 28-11, under professional 
medical services. Is that the figure? 

Can you come up with an approximate number of doctors and nurses, 
and then you can straighten it out for the record ? 

Mr. Wise. Yes, sir. 

Mr. Tuomas. The table on 28-11 shows personnel numbering 8,175 
employees in your 70 outpatient clinics, all of them are outpatient 
clinics? 

Dr. Mippteton. Yes, sir. 

Mr. Tuomas. How many people do you have in the Washington 
office bossing these 70 outpatient clinics? 

Mr. Rosen. In the Washington clinic, on December 31, there were 
183 employees. 

Mr. Tika I am talking about the central office, in Washington— 
your medica] administration, in other words. 

Mr. Wiser. There are 49 employed in central office in the Medical 
Administration Service, which is really the supervisory group for all 
medical administration, whether it applies to the outpatient clinics 
or hospitals. 

Mr. Tuomas. How many doctors do you have in your 70 outpatient 
clinics, and how many nurses do you have ? 

Mr. Baxer. 836 doctors, I believe. 

Mr. Tuomas. Where do you get that figure ? 

Mr. Baxer. From the green sheets showing positions. 

Mr. Tuomas. I get 847 from this table. 

Mr. Baxer. That includes other staff, I believe. 

Mr. Tuomas. You have here professional medical service, 760 for 
1957, 847 for 1958, 804 for 1959. 

At this place in the record will you insert a table for 1957, 1958, 1959, 
for the number of doctors, the number of dentists, and the number of 
nurses you have in your 70 outpatient clinics? 

(The information is as follows :) 


Full-time doctors, dentists, and nurses in outpatient clinics 





Actual, Estimated, | .Estimated, 
fiscal year fiscal year fiscal year 
1957 1958 1959 





a i le ee 829 800 790 
Wien OE 2 et ek a | 187 135 130 
OR ce 132 130 130 


Mr. Tuomas. You have about 800 doctors and 3,000 clerical people. 
Maybe you could relieve some of the clerical people and let them do a 
little more doctoring. You might be better off. 

Mr. Rosen. On December 31 there were 802 full-time physicians in 
the clinics. There were 135 dentists, and 131°full-time nurses. 

Mr. Tuomas. In the 70 clinics? 
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Mr. Rosen. Yes, sir. 

Mr. Tuomas. That is less than two nurses to the clinic? 

Mr. Rosen. Yes, sir. 

Mr. Tomas. That sounds small, Doctor. 
again. 

Mr. Wise. That is right. ; 

Mr. Tuomas. What do you mean by full-time nurses? Do you 
have any who come in part time ? 

Mr. Wise. Only one. 

Mr. Tuomas. If my memory serves me right, in every outpatient 
clinic I have been in, I have seen more than 1 or 2 nurses. 

How many unfilled jobs do you have for your doctors as of 
January 1 of this year, or December 31 of last year? How many un- 
filled positions do you have in your outpatient clinics pinaehity! 

I am referring to unfilled jobs for doctors. We are referring to 
outpatient clinics. : 

Mr. Wise. That would have to be provided. ; 

Mr. THomas. What is your best estimate ? 

Mr. Wisr. We would have to compare the annual plans. Actually 
in many places there are positions established that remain vacant for 
long periods: 

(The information requested is as follows :) 


As of December 31, 1957, there were 307 vacant positions in the total out- 
patient care program, of which 209 were physician positions. 


Mr. Tuomas. Yes; we will recess until 1 o’clock. 


You had better look 


AFTERNOON SESSION 


Mr. Tuomas. Gentlemen, shall we proceed. 


MAINTENANCE AND OPERATION oF Supriy Depors 


Program and financing 








1957 actual | 1958 estimate | 1959 estimate 
ee Oe A eh geeseneinene 
Program by activities: 
Operating costs: 
1. Administrative operations. .-..................--.-.. $232, 414 $242, 200 $242, 200 
ee eee eee 657, 505 699, 300 726, 100 
3. Stock control operations.____...................-...- 284, 962 298, 600 298, 
S. Sis on cst w denen aesay 322, 658 356, 000 371, 100 
G. TGR OCI V INI ons 0 nice ce geteada Beene cts nes 121, 279 193, 900 498, 
NNO Sie as... haeiein whee ih sien 1,618,818 | 1, 790, 000 2, 126, 000 
6. Relation of costs to obligations: Obligations incur- 
red for costs of other years, net.................--..- EE hilicincstit inne thentneithose 
Total program (obligations)..............-.-.-... | 1,621,665 | 1, 790, 000 2, 136, 000 
Financing: 
Unobligated balance no longer available. ...............-- NOI ‘Tnses csacislasiniiinth alten ae a celtic 
Appropriation (new obligational authority)---.......... | 1, 628, 000 1, 790, 000 2, 126, 000 





i Includes capital outlay as follows: 1957, $26,529; 1959, $16,300. 
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Object classification 








1957 actual | 1958 estimate | 1959 estimate 

















Total number of permanent positions... .........2-........... 357 360 403 
Average number of all employees. ............-..-----....--.- 325 337 391 
Number of employees at end of year_...........-.-.........-- ‘ 332 350 400 
Average GS grade and salary--...................---.----..-- 5.1 . $4,200 | 5.2 $4,300 | 5.4 $4, 474 
Average salary of ungraded positions........................-. $4, 379 $4, 373 $4, 448 : 
01 Personal services: t 
NE OUND on on naweskuabeadesons hwevienl $1, 411, 937 $1, 485, 900 $1, 762, 100 
Other permomel services... .. ..-. 02665222225. - ono ne 19, 329 20, 700 2, 
Total personal services.....--.--.----.-------------- 1, 431, 266 1, 506, 600 1, 786, 800 A 
OP Meet a 5, 111 5, 400 8, 400 ' 
03. Transportation of things_...............------.-.+--+.4.-- 1, 682 3, 300 7, 500 
04° Communication services............-..-..-------s..-.-.-- 17, 459 28, 500 28, 500 
05° Rents and utility services................----.-..i.-..-..- . 61, 200 6, , 200 
ir ee Sn CN ns now nensnwepenadiognacechostune 9, 000 9, 000 
07 Other contractual services---.-................-.--.-.-...-- 9,7 7, 800 32, 200 
08. Supplies. and materials... J... .-..........6.--4-.5--26i.--- 69, 960 74, 500 74, 500 
Oe. I oo Ste hence ce noci pstebaneugecseeccdeconelas Sy OE Ss cSa cp onsen 16, 300 
li Grants, subsidies, and contributions......................].............- 92, 100 110, 700 
13 Refunds, awards, and indemnities.....................--- 949 DO A eignnntnanss 
a5 Dames and aopenements. ..... 0 ii A i SE 842 800 900 ' 
title ih eaieeeinae aseneatcapliaticaestaies ' 
ar er ak ts De ae pocabarane ce 1, 618, 818 1, 790, 000 2, 136, 000 ; 
Obligations incurred for costs of other years, net....:......-.- O67 Gi. a od... cise) Fd. ieee ane ’ 
Tuael cliigktionei iti. oi a t 1, 621, 665 1, 790, 000 2, 136, 000 : 


Let us take a look at maintenance and operation of the supply 
depots. 


COST SUMMARY BY OBJECTS 


Mr. Reporter, will you put page 29-1 in the record at this point. 
































j 
| 
(P. 27-1 follows:) | 
MAINTENANCE AND OPERATIONS. OF SupPLY DeEports 
Cost summary by object 
| 
Actual, Estimate, Estimate, Increase (+) : 
fiscal year fiscal year fiscal year or decrease 
1957 1958 1959 (—), 1959 
over 1958 
— —- ae ee ee —_—___—. | 
Average employment: VA employees-.-_-___-_- 328 345 395 +50 
Transfer from general operating expenses___}--- ewaeihtincavnuebines (9) +(9) 
Transfer from MAMOE_.._..-..-...-..--- leaiiaiiees dng ale ar eseioiires ieee (41) +-(41) 
Average salary. _._- Bhs eb tedh ube $4, 364 | $4, 368 $4, 524 | +$156 
= =: |= = os 
Costs by object: 
61. Personal services. ._..__-- wonccecscel SEG $1, 506, 600 $1, 786, 800 +-$280, 200 ' 
or Teaee. 2 7. :~_.. . Me penawed take 6, 111 5, 400 8, 400 +3, 000 
_ 03 Transportation of things. -..-_-_---- eases 1, 682 3, 300 7, 500 +-4, 200 ' 
04 Communications.....................-- 17, 459 28, 500 28, 500 alent 
05 Rents and utilities._..............___-- 55, 234 61, 200 61, 200 
} Utilization services_._...........--.- (10, 360) (15, 200) (15, 200) -) 
Oat 3 i ee (44, 874) (46, 000) (46, 000) -) 
06 Printing and reproduction __........._- feces 9, 000 9, 000 San 
07 Other contractual services_______- me 9, 786 7, 800 32, 200 +-24, 400 
Employees Insurance, Public Law 
es incigastliteaese aight parm teint beni (5, 727) (5, 500) (6, 300) | + (800) 
Oe anes ln S02 ene eile 69, 960 74, 500 74, § Se : 
De emienes WE Be ere ceene i 16, 390 +16, 300 | 
11- Grants, subsidies, and contributions 
(civil service retirement) - .._.. il ital ite uel eal 92, 100 110, 700 +18, 600 
13 Refunds, awards, and indemnities a et). ME eons ms _ 
15 Taxes and assessments... .-.......2-._-- 842 800 | 900 +100 
Wathel Vek CON i isi in ake ee 1, 618, 818 1, 790, 000 2, 136, 000 +346, 000 i 
Add including for cost other years.._........--- I Pics pte die ici d nos ncstineiidwainssaicmetee i 
—_—__ + SS | SS ' 
I NRI sn nia 1, 621, 665 1, 790, 000 2,136,000 | +346, 000 
Add unobligated balance or savings_.-......--- I ie iene nae Deere rae leben od eee ne 
Lac haat alas hh th cin ihe iejaseinalh iain aanpbiaabi dents 
Appropriation or estimate...............- 1, 628, 000 1 1, 790, 000 2, 136, 000 +346, 000 
esate ieee cetacean tienen ord tapsdeaatieciscenicieaTooasanampncnticegsapamicgin 
1 Excludes $37,800 cost of wage-rate increases authorized Jan. 1 to Nov. 17, 1957. Fiscal year 1958 supple- 
mental appropriation will be required in this amount plus any additional amounts necessary for wage- 
tate increases that may be authorized Nov. 17, 1957, to June 30, 1958. 
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Mr. Tuomas. We have before us our old partner of many years 
standing. This is some of your business, Mr. O’Neil? 

Mr. O’Net. Supply depots are in the Department of Medicine and 
Surgery. 

Mr. Tuomas. I am reading my longhand. I couldn’t understand 
why that would be Brother O'Neil’s business. The budget shows fewer 

atients this year than last, and fewer last year than the year before. 

et employment has jumped from 328 to 345 to 395. 

Mr. O’Net.. That represents a direct transfer of people. There is 
no increase in the depot program. It is down slightly. 

Mr. Tuomas. I understand you transferred 50 of them. 

Mr. O’Nett. That 50 will make a total of 83 transferred. 

Mr. Tuomas. I was just asking, Brother O’Neil. I thought maybe 

ou might have that answer ready. That gives you exactly what you 
had last year. You had 50 transferred. You had 345 last year. 
What did those 50 do? Nine of them were transferred from general 
operation expense. You have 41 transferred from “MAMOE.” What 
does that mean ? 

Mr. O’Net.. Medical administration and miscellaneous operating 
expenses. 

{r. THomas. What do these 41 people do, Mr. O’Neil? 

Mr. O’New. They are the personnel engaged in the centralized buy- 
ing eae in support of the depots. 

Mr. Tuomas. These 41 are your braintrusters. They were put in 
the depots rather than taken out? 

Mr. O’Nem. The buyers are being moved out there. 

Mr. Tuomas. It is the Office of the Medical Administration where 
they were situated before ¢. . 

Mr. O’Net. Forty-one were located in the Office of the Chief Medi- 
cal Director here in the medical administrative program. The other 
nine were carried in general operating in last year’s budget. 

Mr. Tuomas. You have an increase of $346,000 over last year. What 
is that for? 

$280,000 of that goes back to the transfer of 50 people? 

Mr. O’Nem. Yes, sir. The remainder of it is principally deferred 
maintenance. The explanation is on page 29-3. There is an increase 
of $4,000 in transportation of things due to the transfer, associated 
with the transfer of the 50 people. 

Mr. THomas. $280,200 accounts for your 50 personnel, $3,000 for 
travel, and $4,200 for transportation. What is the $18,600 increase 
for, grants and subsidy ? 

Is that retirement fund money ? 

Mr. O’Netn. Yes, sir. 

Mr. Tuomas. Do you need these 50 people to be transferred to 
you ¢ 

Mr. O’Net. Yes, sir. 

Mr. Tuomas. You have to have the 41. They are your buyers? 

Mr. O’Net. All 50 are, sir. 

Mr. Tuomas. What did the nine do? 

Mr. O’Nem. They were buyers employed by the Department of 
Veterans’ Benefits. Prior to the consolidation we had a centralized 
buying program in each of the two departments, Medicine and Sur- 
gery and Veterans’ Benefits. 
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Mr. Tuomas. Maintenance items are: paint water tank, $4,500; 
paint fire truck, $500, reroof and insulate administration building, 
$4,000; were is that ? 

Mr. Wise. All of it is at Somerville, N. J. 

Mr. Tuomas. The total is $23,600. Where are these located? 

Mr. O’Nzm. Somerville, N. J., Hines, Ill, and Wilmington, Calif. 


MOTOR-VEHICLE REPLACEMENTS 


Mr. THomas, How many automobiles do you have ? 

Mr. Wise. One for replacement. in the Somerville Depot. 

Mr. Tuomas. The doctor wants 103. How many did you have last 
year? 

Mr. Baxer. Fifty was the limitation last year, I believe, sir. 

Mr. Wiser. It was 50 for inpatient care. 

: Mr. Tuomas. Let’s refer to inpatient care. There are 103 auto- 
mobiles. 

How many does that give you now? How many cars does that 
give you now? 

Mr. Baker. We have now, Mr. Chairman, in this budget request 
a total of 107 cars to be purchased. 

Mr. Tuomas. Is it 107 or 103? 

Mr. Baxer. 103 in inpatient, 2 for outpatient, 1 for supply depots, 
1 for general operating.expenses. _That.is 107 total. Those are all 
replacements. We will still use 655 old vehicles. That will give us 
762 total. 

Mr. Tuomas. Give us a breakdown of your 103 in inpatient care. 

Mr. Wise. That will be found on pages 27-24 and 27-25, broken 
down between sedans, and so forth. 

Mr. Tomas. One station wagon, 17 ambulances, 18 buses. 

Mr. Baxrr. 67 passenger cars. 

Mr. Tuomas. You have 67 passenger cars, 1 station wagon, 17 ambu- 
lances. What is the mileage and how old are the old ambulances? 
You have 18 buses. Where will you use ambulances and buses / 

Mr. Wise. Page 27—25 gives each station and the mileage. 

Mr. Tuomas, 27-25? 

Mr. Wise. Yes, sir; page 27-25 for all vehicles under inpatient care. 

Mr. Tuomas. I am looking at that table. You have one you will 
makea pretty short haulon. Isthat on 27-25? 

Mr. Baxrr. Yes, sir. 

Mr. Tuomas. You have 1 that is a 1948 model. Is this a transi- 
coach bus, 30 passengers? Miles operated, 7,605. Why get rid of 
that one if you don’t have but 7,500 or 8,000 miles on it? They are 
passenger-carrying vehicles to be replaced during fiscal year 1959. 
There are only 7,000 miles on this. What did that bus cost ? 

You have some with 100,000 and 110,000 miles on them. One has 
167,000 miles. Here is one with only 28,000 miles on it. It is a 1945 
model, 12 yearsofage. Is that eating you up? 

What yardstick do you go by in trading in your motor vehicles? 

Mr. Wisp. Mr. Chairman, they must meet a criterion of either age 
or mileage; but not only that, they must be no longer economically 
repairable to be included in our replacement list. 

Mr. Tomas. What isthe yardstick and who lays it down ? 
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Mr. Baxer. GSA establishes the yardstick on age and mileage, Mr. 
Chairman. 

Mr. Tuomas. That is 50,000 or 4 years, is that right? 

Mr. Baxer. I don’t know precisely on that. 

Mr. THomas. Not under 50,000 or 4 years. 

Mr. Wiser. Unless no longer economically repairable. For example, 
a new vehicle demolished in an accident would be replaced. 

Mr. Tuomas. If you had a serious wreck and tore it to pieces that 
would be something else. Is that the yardstick GSA lays down, 50,000 
miles or 4 years? They maintain that it doesn’t make any difference 
how many miles you have on it, if a car is older than 4 years it is time 
toget rid of it. I think they are wrong. 

Mr. Wise. Our instruction to the field is that if the vehicle is econom- 
ically repairable or could go another year not to replace it. 

Mr. Tuomas. What is the yardstick GSA lays down? Is it 50,000 
or4years? Do you remember ? 

Mr. Vurse.u. No. 

Mr. Tuomas. They are strong on those years. It might be 5 years; 
I thought it was 4. 

Where is the car going to be used in outpatient service ? 

Mr. Wise. There were two vehicles under outpatient. 

Mr. Tuomas. How many do you have in outpatient care now ? 

Mr. Baxer. Seven, Mr. Chairman. 

Mr. Tuomas. You don’t show this on your table. 

Mr. Baxer. Old vehicles still to be used, seven. 

Mr. Tuomas. That is right. You have two. Where are they lo- 
cated ? 

Mr. Wise. Honolulu, T. H., and Lubbock, Tex. 

Mr. Tuomas. Why at those two installations and not the others? 

Mr. Wise. In the outpatient care program 

Mr. Tuomas. Excuse me just a minute. 

The GSA yardstick on motor vehicles is 3 years and 50,000 miles: 

Oxperience shows that motor vehicles can be held to a minimum if the average 


vehicle is scheduled for replacement when it is approximately 3 years old, or when 
it has traveled 50,000 miles, whichever comes first. 


SosaysGSA. 

Mr. Kesey. Mr. Chairman, this shows the VA has some cars here as 
old as 1946, which apparently until a recent year or so were operable. 

Mr. Tomas. You have a good many 1948 and 1947 esiitie 

Mr. Wuirtier. I see one 1944 model. 

Mr. THomas. If we learned anything during World War IT about 
taking care of property we certainly should have learned it about 
automobiles. We couldn’t buy them. We all found out that with a 
little haywire and a little patience we could run a car 3 or 5 years 
longer than we ever thought it would run, particularly when we had 
to keep it operating or walk. 

Mr. Vursewn. The tires are better, the motors and roads are better, 
so it ought to, I should think, inure to the longevity of the use of the 
car. 

Mr. Tuomas. We will have to talk to them about it tomorrow. 
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MAINTENANCE SHOPS 


Do you have paint shops and repair shops in all three of your 
depots now, Mr. OPNeil? 
r.O’Net. Yes, sir. 

Mr. Tuomas. Are they worth the money? What is the nature of 
your repair shops? How many people do you have working in re- 
pairs at each one of your depots? 

Give us a breakdown of. your personnel utilization in each one of 
your depots. 

Mr. O’Nem. That is all under the supply fund. That is a reim- 
bursable service. Services are billed and paid for by the fund and 
charged to the appropriation. 

Mr. Tuomas. Do you have a chart showing your organization of 
each one of your depots for the use of your personnel ? 

Mr. O’Netw. Not with us; no, sir. 

Mr. Tuomas. How many people do you have at Summerville? 

Mr. O’New.. I don’t have that. 

Mr. Wise. We would have to provide the staffing at each of the 
depots separately. 

AVERAGE EMPLOYMENT 


Mr. Tuomas. Mr. Reporter, put page 29-6 in the record at this 
point, “Depot administration.” 
(P. 29-6 follows :) 


MAINTENANCE AND OPERATION OF SuprpLy Depots 


Comparative average employment—Summary by activity 

















Actual, Estimate, Estimate, | Increase (+-) 
Activity fiscal year fiscal year fiscal year or decrease 
1957 1958 1959 (—), 1959 
over 1958 
Depot Administration-.-.-.......- nth eee, lal 46 Satins. 
Depot Operations Division .-- sie at ac 145 147 BE Lo askes 
Depot Stock Control Division -__. ‘ 7 58 60 60 |. : 
Depot Marketing Division. ; Habe 23 33 83 | +50 
Depot Engineering Division. .___......_...----| 56 | 59 59 | 
Tween... Lag . a eel ch a 328 | 345 | 395 | +50 


| 


Mr. Tuomas. You have 46 people in depot administration, you 
have 147 for operations, depot stock control, you have 60 and 60 for 
1958 and 1959, Depot Marketing Division, you have 33 and you had 
50 transferred in for a total of 83. In the Depot Engineering Divi- 
sion you have 59 for 1959. 

What is the Engineering Division? What does that do? 

Mr. O’Nztn. That operates the building and grounds. 

Mr. Tuomas. They are the caretakers / 

Mr. Wise. The maintenance and repair activities. 

Mr. Tuomas. Then does that include your repair shop or do they 
maintain your building? 

Mr. Wise. This is the housekeeping group for the physical plant 
and grounds, 

Mr. Tuomas. Certainly you don’t want 60 people taking care of 
that, do you? 
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Mr. Wise. That provides guard service, too. 

Mr. Tuomas. Can you give us an spprcinnate idea of how many 
people you have in your mainienance shop? That is one of the better 
parts of your activities. 

Mr. O’Net. Service and equipment repair? 

Mr. Tuomas. Yes, sir. 

Mr. O’Netw. There is an average employment of 46 for 1958, esti- 
mated at 47 for 1959. 

Mr. Tuomas. How are they broken down between three warehouses ? 
You tell your budget ext who prepared this performance budget, 
if they are making it for our use and benefit, we don’t like it. If you 
are making it for your own purposes or the Bureau of the Budget, 
that is something else. 

Tell the Bureau of the Budget they can keep it. Don’t send it 
over here. I don’t know whether this is your idea or their idea but 
we don’t like it. You haven’t given us any information here. The 
Bureau may think they know more about it than we do, but we don’t 
think so. 

You might phone over and ask the Bureau what the breakdown is 
on personnel at these three depots and what they do. Tell them we 
‘an't tell from what we have in the justification. 

Mr. Wise. We can provide the breakdown this afternoon. 

Mr. THomas. Mr. Wise, you already have 99 commitments to pro- 
vide information. You have more commitments outstanding now 
than you know what to do with, have you not? 

Mr. Wise. We have quite a few. 

Mr. Tuomas. You understand what I am talking about, don’t you ’ 

What we know about this item and hundreds of others would fill 
a good many pages. We have gone into a good many of them and 
done it the hard way. We have pushed and pulled and all stayed 
over here 4 or 5 days and worn ourselves out going into this per- 
formance budget trying to get some details. 


CANTEEN Service Revoitvine Funp 


Let’s put your canteen revolving fund in here. There is no appro- 
priated fund. 

Put 30-1, 30-2 and 30-2 in the record. 

(The pages referred to are as follows :) 


CANTEEN SERVICE REVOLVING FUND, VETERANS’ ADMINISTRATION 
JUSTIFICATION OF ESTIMATES, FISCAL YEAR 1959 


No appropriation by the Congress will be required for the operation of the 
Veterans Canteen Service during fiscal year 1959. The Veterans Canteen Service 
furnishes merchandise and services for the comfort and well-being of veterans in 
hospitals and domiciliaries of the Administration under the provisions of an act 
(60 Stat. 888). 

The attached budget estimate in the amount of $9,393,025 for the Veterans 
Canteen Service, fiscal year ending June 30, 1959, is submitted for the purpose 
of carrying out the provisions of an act (60 Stat. 888) to establish and provide 
for the maintenance and operation of a Veterans Canteen Service in the Veterans’ 
Administration and for other purposes. 

The Congress originally appropriated a total of $4,965,000 for the operation of 
the Veterans Canteen Service and no additional appropriations have been re- 
quired. Funds in excess of the needs of the service totaling $4,579,614 have been 
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returned to the Treasury, leaving a balance of $385,386 as of June 30, 1957, out of 
the sum originally appropriated. Funds in the amount of $744,515 will be re- 
turned to the Treasury during fiscal year 1958, which will liquidate the balance 
of the funds appropriated and, in addition, will reflect a return of excess funds 
in the amount of $359,129. Contingent upon the operating results for fiscal year 
1958, and the capital requirements for fiscal year 1959, the 1959 estimate antici- 
pates a further repayment to the Treasury of $799,134. 


CAPITAL REQUIREMENTS 


At the end of fiscal year 1957, there were canteens in operation at all VA 
hospitals and domiciliaries. According to present plans, no additional canteens 
will be activated during fiscal years 1958 and 1959. Capital requirements for 
operation of the Veterans Canteen Service during fiscal year 1959 are as follows: 


1. Cash 


(a) Petty cash and change funds.—The average sum of $687 per centeen is 
considered necessary for the purpose of making limited local purchases, paying 
incidental operating and housekeeping expenses, and providing adequate change 
requirements. Such funds are established in amounts commensurate with the 
size and requirements of each individual canteen. Total requirements, $120,858. 

(b) At the field station depositarics.—It is estimated that the average sum of 
$7,859 per canteen is necessary for the maintenance of field station depositary 
accounts. Total requirements, $1,383,204. 

(ec) At the field offices and central office—lIt is estimated that the capital 
requirements for 5 field offices and central office will amount to $1,819,635. This 
total is calculated on the basis of providing sufficient cash on hand for payment of 
outstanding accounts payable, accrued annual leave, and to eover liability for 
accrued payroll, withholding taxes, retirement, unredeemed coupons, ete. 

(ad) Cash reserve in special deposit account.—It is estimated that a $300,000 
cash reserve in the special deposit account with the Treasury Department should 
be reserved in order to provide a source for emergency cash requirements of 
field offices. 

(e) Cash reserve for contingencies.—It is estimated that a minimum cash 
reserve of $200,000 in the special deposit account with the Treasury Department 
is required to provide sufficient cash on hand for the following contingencies : 

(1) To provide a reserve for losses that may materialize due to cost price 
depreciation of merchandise inventory and decreased sales volume. 

(2) To provide adequate protection for possible losses resulting from 
fire, robberies, or other casualties. 


2. Inventories—Commodities for sale 

(a) Retail departments.—tit is estimated that a retail inventory of $3,645,853 
is required for canteens in operation. 

(b) Food departments.—lIt is estimated that a food department inventory of 
$207,137 is required. 

(c) Service departments.—Service department inventories consist primarily 


of vending machine stocks. It is expected that an inventory of $13,548 is 
required. 


8. Equipment 


Capital requirements for replacement of wornout equipment and remodelings 
during fiscal year 1959 are estimated-to be $563,029. 

Operating results.—It is expected that sales will amount to $32,229,611 in 
fiscal year 1959, and that a net profit of $495,178 will be realized. 

Financial conditions.—The current assets of the Veterans Canteen Service 
consist of cash, accounts receivable, merchandise inventories, and prepaid ex- 
penses and other assets. At the close of fiscal year 1959, it is expected that cash 
on hand and on deposit will be $4,926,818. It is estimated that accounts receiv- 
able, consisting mainly of amounts due from personal funds of incompetent 
patients will be $445,000. It is believed a capital investment in inventory of 
$3,866,538 will be required. Prepaid expenses and other assets should amount 
to $39,000. Current assets are estimated to total $9,277,356. Current liabilities 
are estimated to be $2,274,544; this amount will be made up of trade accounts 
payable, accrued payrolls, accrued leave, and other current. liabilities, covering 
redemption of unused coupon books, withholding taxes, retirement, etc. The 
total working capital (current assets less current liabilities) as detailed above 
will amount to $7,002,812. 
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The total budget estimate for the Veterans Canteen Service for fiscal year 1959 
is made up as follows: 


‘Total working caplital.....2636 i622 aude basa <ed<ned ne $7, 002, 812 
Remeairadih fh, COTTE sigs pe ents dabecattiennebrnn nie maim eh schesyi bits 2, 390, 213 
Total investment of U. S. Government__.._-.._-_---------- 9, 3938, 025 


Mr. Tuomas..I have.some longhand notes here. Your table is all 
right. 
ou say that the sales will amount to $32,229,611 in 1959. You 
show a net profit of $495,178 to be realized. What is the general mark- 
up on your canteen merchandise ? 
Mr. Bucknewn. 191% percent, sir. 
Mr. THomas (reading) : 


Current assets of the Veterans Canteen Service consist of cash, accounts 
receivable, merchandise inventories, and prepaid expenses and other assets. At 
the close of fiscal year 1959 it is expected cash on hand and on deposit will be 
$4,926,818. The estimated accounts receivable, consisting mainly of accounts due 
from personal funds of incompetent individuals will be $445,000. 

That statement is not clear. You mean you are charging to the 
accounts of incompetents this much money ? 

Mr. Buckneuu. Yes, sir. 

Mr. Tuomas. Why should that be? 

Mr. Bucknetyt. Where most of that arises is in providing coupon 
books to the incompetent patients who are not capable of handling 
their own funds. The cost of the coupon books is paid from the pa- 
tient’s funds that are held in trust. 

Mr. Tuomas. He is not competent to handle his own business, but 
he is competent to spend his money at the canteen. Is that it? 

Mr. Buckneti. They have the coupon books which are held under 
control of hospital personnel. Some privileged patients do have cou- 
pon books on their own, but it is in the form of coupons as opposed to 
cash. 

Mr. Tuomas. He buys merchandise with the coupons? 

Mr. Bucknetu. Yes, sir. 

Mr. Tuomas. He has to pay cash for the coupons? 

Mr. Bucknetu. Yes, sir. 

Mr. Tuomas. You don’t let him spend the cash, but you let him 
spend the coupons. 

Mr. Bucknety. Yes, sir. 


Mr. Tuomas. You have made a distinction that I can’t quite follow. 


FINANCIAL CONDITION OF THE FUND 


It is believed a capital investment in inventory of $3,866,538 will be required. 
Prepaid expenses and other assets should amount to $39,000. 

You say total working capital is $7,002,812, investment in equipment 
in the amount of $2,390,213, total investment of United States Govern- 
ment funds, $9,393,025. 

What was the original capital investment ? 

Mr. Buckner. $4,965,000. 

Mr. THomas. How much has been paid back ? 

Mr. Bucknetn. As of June 30, 1957, all but $385,386 has been paid 


Mr. THomas. How old is this fund? When was it set up? 
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Mr. Bucknett. In 1946, $4 million was appropriated; in 1947, 
$965,000 was appropriated. However, as of the present date, the er- 
tire $4,965,000 has been returned, plus $542,804. 

Mr. Tuomas. How much stock do you have on hand that has been 
paid for? 7 

Mr. Bucxnett. As of June 30, 1957, the inventory in retail mer- 
chandise was $3,268,000, food items on hand, $207,000, and miscel- 
laneous inventory of services and operating supplies of roughly 
$37,000. 

Mr. Tuomas. What is the net worth now? 

Mr. Bucxnett. The net worth as of June 30, 1957, was $9,841,000. 

Mr. Tuomas. Has that all been made since the fund was set up in 
1946 or 1947? 

Mr. Buckxnetu. The fund was set up in 1946. 

Mr. Tuomas. The fund was set up in 1946? Has it all been made 
since then ? 

Mr. Bucknenu. Yes, sir. 

Mr. Tuomas. $9 million what? 

Mr. Bucknetu. $9,841,856.65. 

Mr. Tuomas. That includes cash and the stock ? 

Mr. Buckne t. Yes, sir; and equipment. 

Mr. Tuomas. How much cash is in that $9.8 million ? 

Mr. Bucknety. $5,621,563. 

Mr. Tuomas. $480,000 in stock and fixtures; is that correct ? 

Mr. Bucxne i. It wouldn’t be $480,000. It would be $5,790,000. 

Mr. Tuomas. You have some accounts receivable in there. 

Mr. Bucknety. Accounts receivable of $406,000. 

Mr. Tuomas. Say $4 million. Is that about right, in round num- 
bers? Or $42 million? 

Mr. Bucknext. For what, sir? 

Mr. Tomas. In everything except your accounts receivable, how 
much stock do you have in there? 

What part is stock, cash, fixtures? I want to find out how many 
employees and what you are paying them. You don’t say anything 
about that. 

Mr. Bucxnewy. Stock on hand is $3,488,000, cash was $5,621,000, 
receivables, $406,000. 

Mr. Bucxnetn. Stock on hand is $3,488,000, cash was $5,621,000, 
receivables, $406,000. 

Mr. Tuomas. You mark up your merchandise 1914 percent. You 
have been in business since 1946. You now have about $10 million; 
is that correct? 

Mr. Bucknenn. Yes, sir.. 

Mr. Tomas. What will your sales be this year? 

Mr. Bucxneti. Approximately $32 million, sir. 

Mr. Tuomas. Twenty percent on $32 million is how much? That 
is $6.6 million, is it not? 

What does your overhead account look like? How many em- 
ployees do you have? I have some notes here. 


PERSONAL SERVICES 


Number of employees, salary paid, and ee markup. You 
have told us what the general markup is. You don’t mention the 
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number of employees or what you pay them. Ave they under civil 
service ¢ 

Mr. Bucknett. We have as of June 30, 1957, on the payroll, 2,626 
employees; 299 of those were part-time employees. 

n our central office, the employees are civil-service employees. 

At canteens they are not civil-service employees. They are ex- 
empted employees, exempted from the Civil Service Act. 

Mr. Tuomas. Who does the purchasing for you ? 

Mr. Buckne.u. We have our own procurement setup. 

Mr. Tuomas. You don’t do any business with Brother O’Neil? 

Mr. BucxnetL.. We buy from the depots all items in the depots 
that we can utilize. 

Mr. Tuomas. How many civil-service people do you have at the 
headquarters office? 

Mr. Buckne.u. We have 38 on the payroll. However, 8 of these 
are physically located in the field. Six of them are auditors. We 
have two procurement people in New York City. 

Mr. Tuomas. I deck my head in one of your offices up there, and I 
thought you had 35 or 40. 

Mr. Buckneitn. We have what we call a field office in New York 
City. We have five field offices throughout the country. In each of 
the field offices we have centralized accounting for the canteens within 
the area; also the supervision is carried out through these offices as 
well. 

New York actually has 34 people, plus the 2 that I mentioned that 
were on our payroll, or a total of 36. 

Mr. Tuomas. What do the 34 do? 

Mr. Buckneu. We have 21 engaged in accounting. 

Mr. Tuomas. Next year will you put a little of that information 
in this justification. i cannot read what is in your hand. All I can 
go by is what is here. Will you put it down next year ? 

Mr. Bucknett. I will if our pudget people will allow me to do so, 
sir. 
Mr. THomas. Will you be good enough to give him that permission ? 
Mr. Baker. Yes, sir. 


PROCUREMENT ACTIVITY 


Mr. Jonas. I would like to ask this of the Administrator: How do 
you justify setting up a separate and complete organization from 
your supply people? Why cannot the supply people handle this 
canteen operation ? 

Mr. Wuirrter. I would rather have someone who is in the canteen 
service answer it. I believe the reason is that the type of article 
which is used is somewhat different from those which are used in 
other places. 

Mr. Jonas. Is it cigarettes instead of flour—dcigarettes, candies, cold 
drinks. What else is sold in the canteens? 

Mr. Wuirrtter. I think the law which originally set it up designed 
much of that. 

Mr. O’New. May I answer that? Your canteen program is an en- 
tirely different program from your supply program. It is operated 
in a different way. It is run just asa variety store isrun. It doesn’t 
buy competitively. It buys on price agreement, selling brand names 
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of items, brand preference items, not the lowest price item that we 
can buy on the competitive bid. 

Mr. Jonas. What do you mean, “brand names”? 

Mr. O’Net. If you go into a drugstore, maybe you want a par- 
ticular kind of toothpaste. The customer who goes into the canteen 
wants to buy a specific thing. He won’t take just whatever tooth- 
paste is there. 

Mr. Jonas. You have not said a thing which convinces me your 
department could not handle it. 

r, O’Net. Well, supply couldn’t handle it on the same basis as 
other supplies. It would have to be run as a separate program, no 
matter who handled it. 

Mr. Jonas. I understand the receipts would have to be kept sep- 
arately, but how many people do you have in the field in this Canteen 
Service? 

Mr. Bucxnett. When you say “in the field,” you mean outside of 
Washington ? 

Mr. Jonas. Running canteens. 

Mr. Bucknett. We have 2,115, plus 299 part-time people. 


Mr. Jonas. You have two or three hundred overhead people in the 


canteen service. 

Mr. Bucknetu. We have 212 overhead people. 

Mr. Jonas. That is the group I am inquiring about of Mr. O’Neil, 
if his organization could not do all of the purchasing and all of the 
recordkeeping and eliminate this 200 or 300 overhead people in the 
canteen service. 

LEGISLATIVE AUTHORIZATION 


Mr. Breosaty. I might introduce into the record, Mr. Chairman, 
in the separate, independent act establishing the Veterans’ Canteen 
Service you find in the last section this provision, Congressman Jonas. 
That is section 2008 of Public Law 85-56, the Veterans’ Benefits Act 
of 1957: 


Sec. 2008. It is the purpose of this title that, under control and supervision of 
the Administrator, the Service shall function as an independent unit in the 
Veterans’ Administration and shall have exclusive control over all its activities 
including sales, procurement and supply, finance, including disbursements, and 
personnel management, except as otherwise herein provided. 

Mr. Jonas. That does not mean, however, that one administrative 
officer could not supervise its activities as well as other activities. 

Mr. Brepsatx. It is a question of whether, because of the beginning 
of the same title, sir, transfer of responsibility woald defeat the pur- 
poses of this concept of independent entity. That, is in the beginning 
of the provision, title X-X of the act I mentioned, section 2001 of the 
Veterans’ Benefits Act of 1957: 


Sec. 200. 1. The Veterans’ Canteen Service (hereinafter reférred to*in this 
as the “Service” in the Veterans’ Administration is an instrumentality of the 
United States created for the primary purpose of making available to veterans 
of the Armed Forces hospitalized or domiciled in hospitals and homes of the 
Veterans’ Administration, at reasonable prices, articles of merchandise and sery- 
ices essential to comfort and well-being. 


It provides in the next section for establishment of regulations and 
overall control by the Administrator himself: 

For example, the first of 11 subsections provides for establishment 
and operations of canteens where deemed necessary and practical, in 
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hospitals and homes, establishment and maintenance of warehouses 
and depots, and furnishing the Service space without charge, rental, 
and reimbursement. 

The relationships in here all the way through are direct between 
the Administrator and the Canteen Service, and from an operational 
standpoint. 

Mr. Jonas. You take the position that the law forees the creation 
of this separate complete entity? Is that your position ? 

Mr. Brrpsatu. Subject to control of the Administrator. 

Mr. Jonas. You are the lawyer. Is that your position, that you 
are not legally authorized to operate it in connection with the supply 
fund activity ? 

Mr. Brrpsati. I would say there it is a matter both of authority, 
operation, and administration. 

Mr. Jonas. Mr. O'Neil does not say anything about the legality of it. 
He says it is done because in the canteen you are buying different 
articles and items from the ones he buys for the hospitals. 

Mr. Brrpsatu. That is true, but that is not all of the provision, sir. 

Mr. Jonas. That in itself would not prevent one group from doing 
the work which both now do, would it? 

Mr. Brrpsati. No. I think it is a matter of the concept of the act, 
that. it should act as an independent unit as far as possible. The 
audit they have in the act is in the form of the modified audit con- 
ducted by the Comptroller General. That is provided in the act itself. 
Purchase by the Canteen Service through the Supply Service, I under- 
stand, is done in some instances. 

Mr. Jonas. You take the position that the act creating the canteen 
fund requires that it be operated as a separate and independent unit, 
and that its activities, therefore, could not by administrative order be 
assigned to the regular Supply Service. That is a legal opinion that I 
am not prepared to argue with you about, but if you take the position 
that the Supply Service cannot buy the supplies for the canteen, then is 
when you and I will have a difference of opinion. 

Mr. Brrpsauu. No, sir. The latter is a different matter. 

Mr. Waurrrrer. If I may, sir, Mr. Jonas, I think the Supply Service 
might purchase them, but speaking to the point Mr. O’Neil made, if 
we are purchasing through our supply department and we are dis- 
pensing medicines or other things to patients without brand names, 
then it is not a matter particularly of their purchase preference. 
We can buy and we do buy from competing companies. The can- 
teens can buy and sell without merchandising, but if you are dis- 
tributing where the customer is individually purchasing at retail 
the amount sold over the counter would undoubtedly go down. Then 
sales get down to a matter of brand preference. 

If you were simply to sell blank packages brandless, your sales 
would undoubtedly decrease. I suppose the real answer to the ques- 
tion is the effectiveness and the success of the program, whether or 
not it makes a profit, what the sales are, and most importantly how 
good service has been to the veteran. 

Actually, if we were to sell on a blind brandless basis, the results 
might be somewhat different. 

Mr. Jonas. I cannot agree with you that whether the operation 
shows a profit or not ought to be determinative of this question. You 
cannot show a loss. You have captive customers who.cannot buy 
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anywhere else. You do not buy anything you cannot sell. The only 
possible losses you could have would be the few items that go to waste. 
I do not see how you could justify it on the basis that it makes a 
profit, because if it makes a profit operated independently, it would 
make a bigger profit if it were operated with the organization which 
is set up to handle supplies. 

Mr. Wurrtier. I certaily agree with your basic point, sir, that 
we certainly ought to operate it as economically as possible. I would 
agree with that. 

Mr. Stonz. Planning for Canteen Service was first brought up in 
1945 and discussed by the Administrator with the 13 Deputy Ad- 
ministrators. It was proposed to establish the Canteen Service so 
that appropriated funds would not be used. It was thought at that 
time best to set up a separate unit, so that all cost of the operation 
would come from the purchaser rather than from the taxpayer. 

If we established it within our Supply Service, we would then 
come back to the position of part of the cost being charged and paid 
for by the taxpayers as a whole. 

The plan was approved to take it out entirely, make the purchaser 
pay the whole bill without any expense to the Government. 

Mr. Jonas. That satisfies me, Mr. Chairman. 

Mr. Tuomas. Still that is a question of administrative cost. The 
purpose of it is, of course, to let the users here pay the bill. The idea 
suggested a while ago can be carried out very aaa 

What is the gentleman’s name handling the canteen ? 

Mr. Buckne.i. Bucknell, B-u-c-k-n-e-I-l. 

Mr. Tuomas. What is your home State, Mr. Bucknell? 

Mr. Bucknetu. Michigan. 

Mr. Tuomas. We are delighted to have you. You do not come 
around to see us very often. 


GROSS SALES OF CANTEEN SERVICE 


I wish you would put in the record at this point for the 3 fiscal years, 
1957, 1958, and 1959, your gross sales. 
(The information requested is as follows: ) 


Veterans Canteen Service gross sales 


Peet ale Ol oR is $31, 873, 943 
SRLS IDE S3LE Oe Gs rick Sis ak ee ee Se eit 32, 229, 611 
sh a — pte rete een cere net egies apy acess apkeehmgielapa sgtsgim bese faceil 32, 229, 611 


CANTEEN STATIONS 


Mr. Tuomas. How many canteen stations do you have? 

Mr. Bucknetu. We operate a canteen at each hospital, 176 in total. 
That includes the domiciliaries. 

Dr. Mippieton. There are 17 domiciliaries. Three are not at- 
tached to hospitals and 14 are. 


PERSONAL SERVICES 


Mr. Tuomas. Put your salaries for 1957 and 1958 in there, and put 
your employees for 1957 and 1958. Break your employees between 
the field and the central office in Washington, then give us something 
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about the salaries paid to regulars and part times. Can you throw 
a little light on that now ? 

Mr. Bucknetu. Yes, sir, I think so. The total number of em- 
ployees in Washington or on the Washington payroll is 38, and 8 
of those are physically located outside of Washington. Six of those 
are auditors and 2 are the 2 procurement people that we have in New 
York. 

We have five field offices located in the following locations: New 
York, San Francisco, St. Louis, Atlanta, and Washington. 

Mr. Tuomas. How many people in your field offices ? 

Mr. Bucxnett. In the field ites a total of 174 personnel. 

Mr. Tuomas. What dothey do? 

Mr. Bucxnety. Of the 174, 108 are engaged in accounting, keep- 
ing the accounting records, paying the te Is, invoices, payroll, et 
cetera, of the canteens. 


BACKGROUND OF MR. BUCKNELL 


Mr. TxHomas. What is your general background? Have you 
been in the merchandising business ! 

Mr. Bucknetu. My background briefly; I went to Michigan State 
University, graduating in business administration; was with the Fire- 
stone Tire & Rubber Co. in their retail stores until the war, and during 
the war I was in the Army Exchange Service, and for 214 years I 
was the theater exchange officer for the African-Middle East theater. 
Since 1946 I have been Director of the Veterans Canteen Service. 

Mr. Tuomas. You have had fine experience. That is good. 


SALES COST 


What do you figure your sales cost per unit is, 3144 or 414 cents per 
dollar? What do you figure your sales cost to be? 

Mr. Bucknett. So that we can have a meeting of the minds, I 
think we will have to do like we did 2 years ago and break the 
operation down into three categories; retail, food, and services, be- 
cause the costs involved are materially different. As far as the retail 
is concerned, salaries run approximately 12 percent of gross sales. 
In the food department—and this is the reason I suggested that we 
break it down—it runs a little over 36 percent. Services vary by type 
of activities. There are barbershop services and vending machines. 

Mr. Tuomas. Do the barbershops come under the canteens ¢ 

Mr. Bucknety. Yes. 

Mr. Tuomas. What markup do you have in the barbershops? 

Mr. Buckxnett. In 1957 we realize 12.1 percent operating profit in 
the barbershops. 

Mr. Tuomas. What do you get for a haircut and shave? 

Mr. Buckxneti. That varies by community, but we are below the 
normal price in the community. Roughly 80 cents to a dollar. 

Mr. Tuomas. What is the salary paid to your barbers? Does that 
vary according to communities ? 

Mr. Bucxnety. The barber works on a piece-rate basis, which 
means he is not on a straight salary but he collects a percentage of 
the value of the haircut. 
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Mr. Tuomas. How is that divided, 60-40 ? 

Mr. Bucxne.t. The take is higher than that because our unit cost 
is lower. It runs between 75 and 85 percent. We have a few we 
give up to 100 percent in order to furnish the barbershop service. 

Mr. TxHomas. You give him the tools and rent and everything? 

Mr. Bucknetu. Yes, but we are providing the service. 

Mr. Tuomas. To the large institutions do you furnish the tools and 
everything else, too? 

Mr. Bucknett. We do not furnish the tools but we furnish the 
other supplies. It is a custom of the trade for barbers to furnish 
their own tools. 

Mr. Tromas. In your nonfood category your selling cost is 12 per- 
cent. Where does the rest of it go? How much are you going to 
put on your indebtedness? Was it $350,000? On page 30-1, you say: 

Contingent upon the operating results for fiscal year 1958, and the capital re- 
quirements for fiscal year 1959, the 1959 estimate anticipates a further repay- 
ment to the Treasury of $799,134. 

Is that correct ? 

Mr. Bucknetu. Yes, sir; that is correct. 

Mr. Tuomas. $800,000, and you get roughly about $6 million. 

Mr. Bucxnent. To start with, our volume is not all retail volume. 
Our retail sales will amount to about $22 million this year. 

Mr. Tuomas. Of the $32 million? 

Mr. Buckneu. Yes. 

Mr. Tuomas, The rest of it is salaries and services. 

Mr. Buckne.u. We operate the food department on a gross profit 
of 53 percent. Salaries are 36.7 percent and depreciation, utilities, 
and other items amount to 11.8 percent, or an operating profit of 4.6 
percent in that department. 

Mr. THomas. What salaries do you pay your help in the food depart- 
ment and in the store department ? 

Mr. Buckxnext. All salaries at the canteen level are established by 
the wage board principle at the going rate for that type of work within 
the community. The salaries in the field offices and in central office 
are under the civil service classified general schedule. 

Mr. THomas. How do they compare? What do you pay a clerk in 
one of your stores? Do you pay them on a commission or a straight 
salary ? 

Mr. Bucknew.. Straight salary with the exception of the barbers. 
That is the one and only exception. 

The average hourly rate for sales personnel and food-department 
personnel in 1957 was $1.07 per hour. 

Mr. Tuomas. In the canteen—I am making a distinction between 
the canteen proper and the restaurant—you do not pay them the same, 
do you? 

Mr. Buckner. I do not have that broken down. The rates would 
be close to the same because we are on the dollar minimum. The rates 
would not vary materially between the food department and retail. 

The average salary of canteen officers is $5,562 per year. 

Mr. Troms. Canteen officer ; is that a salesman? 

Mr. Buckner. He is the individual in charge of the canteen 
operation. 

Mr. TuHomas. The manager? 
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Mr. Bucknetz. The manager, although we refer to him as the 
canteen officer rather than the canteen manager. 
Mr. Tuomas. Thank you. 


RENTAL, MAINTENANCE, AND REPAIR OF QUARTERS 


We will go to “Rental, maintenance, and repair of quarters.” 


There are available for leasing to Federal employees 132 housekeeping units 
located at Perry Point, Md. These units which were transferred to the Veterans’ 
Administration in 1925 were constructed prior to World War I and consequently 
are in need of considerable modernization, maintenance, and repair. 

What business do you have with those units? You go out and 
maintain the units and try torent them out. Yousay: 

Due to the need for providing living quarters as an incentive to recruit and 
retain the services of key employees a long-term program is maintained to defray 
from rental income all operating, maintenance, repairs and, as possible, mod- 
ernization expenses incidental thereto (38 U.S. C. 455). 

Profits, as realized, are paid into the general fund of the Treasury. 

That table shows you take in $3,500, in rent I presume, and you pay 
out $3,000. What rent do you get? The Veterans’ Administration 
owns the property. These people who live here serve what installa- 
tion? 

Mr. Wisr. The Perry Point, Md., Hospital. It is a NP hospital. 
It is isolated—right off Highway 40 near Havre de Grace. 

Mr. THomas. You have 132 housekeeping units. What are they, 
single units? 

Mr. Wise. They are houses or units generally averaging two 
bedrooms. 

Mr. Tuomas. What rental do you get for a two-bedroom apartment 
or house ? 

Mr. Wise. In total we take in $80,000 a year on an average. That 
would be about $50 to $60 a month. 

Mr. Tuomas. What did you make out of it in 1957? 

Mr. Wise. The proceeds of the rental are used for maintenance 
and repair in order to keep them self-sustaining. 

Mr. Tuomas. Have they done that? 

Mr. Wise. Yes; they have been self-sustaining, but the houses are 
of such vintage it takes essentially all the income to keep them going. 


FUEL, UTILITIES, AND SERVICES 


Mr. Jonas. What is this item of $36,000 for fuel, utilities, and 
services ? 

Mr. Wise. That is billed in the rental. 

Mr. Tuomas. How does it compare with houses in the neighbor- 
hood? Arethere houses in the neighborhood ? 

Mr. Wise. There is a small community known as Perryville, with a 
very few houses. 

Mr. Tuomas. How many employees are there in the hospital alto- 
gether? 

Mr. Wise. About 1,000. 

Mr. Tuomas. And you have 132 units or quarters. Where do the 
remainder of the employees live ? 
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a Wise. They are scattered in Bainbridge, Aberdeen, Havre de 
race. 

Mr. THomas. Who lives in these 132 units, your top people ? 

Mr. Wise. Primarily the professional treatment staff and a certain 
number of engineering people, and firemen. 

Mr. Tuomas What do you get for a one-bedroom house? 

Mr. Wise. We would have to provide the actual rates by category. 

Mr. Jonas. This averages out $600 a year per unit. 

Mr. Wise. Yes, sir. 

Mr. Jonas. That would be only $50 a month for a house and you 
furnish the heat and utilities. 

Mr. Wise. These houses were transferred to the Veterans’ Admin- 
istration in 1925. They were built a good many years ago. 

Mr. Jonas. I understand that. I did not ask that. I am saying if 
you do not charge them more than $50 a month as an average you are 
charging them practically nothing if you pay the heat and utilities. 

Mr. Wise. About one-half of that we can call rental which would 
offset this $45,000 maintenance and repair item. 

Mr. Tuomas. Is it necessary to give these people this little break 
in housing by virtue of the fact you have 800 not enjoying it 

Mr. Wiss. It is essential to keep the professional staff, and if you 
looked at the quarters I don’t think you would consider that $60 a 
month is a big bargain. We have some pictures—— 

Mr. Tuomas. Maybe next time you should bring the pictures. You 
give us 108 words and maybe a picture would speak louder than 108 
words. Do you have to get permission from the budget officer to do 
that? 

Mr. Wise. No, sir. I think the pictures would be helpful. 


GENERAL Post Funp, Nationat Homes 


Mr. Tuomas. The next item is “General post fund.” That is on 
pages 32-1 and 32-2. You have a lot of accounts mixed up in here. 
We will put pages 32-1 and 32-2 in the record. 

(The information referred to follows :) 


GENERAL Post FuNp, NATIONAL HoMES, VETERANS’ ADMINISTRATION 


This fund consists of gifts and bequests and proceeds of property left in the 
eare of the facilities by former beneficiaries or the general public; unpaid pen- 
sion money standing to the credit of beneficiaries who die without pensionable 
heirs, and proceeds from effects of such beneficiaries who die leaving no heirs 
or without having otherwise disposed of their estate. Such funds are available 
to promote the comfort and welfare of the veterans at the various hospitals and 
homes, and are used for purposes for which appropriated funds normally are 
not available, or where the items desired are sufficiently low on the priority list 
as would preclude their being provided from appropriated funds on a timely 
basis. (38 U. 8S. C. 14-14e; 16a(c), 16c—-16d; 17-17j). 

During fiscal year 1958, it is estimated that expenditures from the fund will 
approvimate $3,130,000, comprised of $1,200,000 for supplies and services, $50,000 
for settlement of estates and claims, and $1,880,000 for recreational and religious 
facilities and equipment. The planned expenditures for equipment and facilities 
are substantially higher than experienced in former years, but are required to 
meet the needs of patients and members and are in accord with purposes for 
which the fund legally may be expended (Controller General’s decision B—125715, 
November 10, 1955) and the intent of the donors. The expenditures will be 
financed in part by donations received from the general public which are ear- 


marked for the accomplishment of specific projects or equipment purchases; - 
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also it is anticipated that approximately $1,317,500 of the $2,617,500 currently 
invested in securities will be liquidated for these expenditures if such liquida- 
tion can be accomplished without excessive discounts. Examples of planned 
equipment and facility expenditures are (1) conversion of 35-millimeter motion- 
picture equipment to cinemascope, (2) extension of multichannel radio and TV 
antenna systems, (3) construction of outdoor sports and recreational areas, and 
(4) provision of recreational and ecclesiastical equipment. 

In fiscal year 1959, expenditures for supplies and services and settlement of 
estates and claims are projected from the equivalent fiscal year 1957 and fiscal 
year 1958 levels. Approximately $632,000 will be expended for equipment and 
facilities projects required for the patients and members. An invested reserve 
of approximately $1 million will be maintained to meet claims for estate settle- 
ments which must be held in trust for a legal period of 5 years after the demise 
of intestate veteran beneficiaries. 


Statement of assets, liabilities, and capital 
































Actual, Estimate, Estimate, 
fiscal year fiscal year fiscal year 
1957 1958 1959 
Assets: 
Balance as of July 1: 
TE TI iiacidin sien ainlngin ci ccs ngiiti-an aaenantioh $15, 090 $25, 030 |__._-- a 
Equipment and facilities.............................- 2, 336, 439 3, 239, 747 $5, 300, 000 
BNI ihc Pa Seta A aici twrchdteeama ns ao east piscigabe Sree al 2, 867, 500 | 2, 617, 500 1, 300, 000 
Cash..... than air ninie clasts tein andi Gale mahi a 1, 394, 470 1, 199, 388 750, 000 
SO tes Siedghtecbiagaa some soe 6, 613, 499 7, 081, 665 7, 350, 000 
| — = — —= SE 
Income during fiscal year: 
Equipment and facilities donated-__---_-- pie 178, 256 180, 000 180, 000 
Interest on investments__.............---- oe 75, 587 38, 335 32, 000 
Cash receipts from donations, estates, ete---._......._.| 1, 298, 972 1, 300, 000 | 1, 300, 000 
Totel. -...... Faneabialadscasnncuani tetas vib voi 1,552,815 | 1, 518, 335 1, 512, 000 
Balances plus income: i i oe a oe nse elise 
Undelivered orders---__- Satie . 15, 090 | 25, 030 |_- = 
Equipment and facilities.............-- 2, 514, 695 | 3, 419, 747 5, 480, 000 
Investments. _-__-_.-- 2 osiae ; 2, 867, 500 | 2, 617, 500 1, 300, 000 
Cash... ESS - ba 2, 769, 029 2, 537, 723 | 2, 082, 000 
Total assets... ion ‘ 8, 166, 314 8, 600, 000 | 8, 862, 000 
Liabilities and capital: Dee en eee 
Expenditures during fiscal year: ! 
Supplies and services_. eben tanta Spm | 1, 040, 782 1, 200, 000 | 1, 200, 000 
Settlement of estates and claims- --- aml 43, 867 50, 000 | 50, 000 
Total__. ppkehee es ean : : 1, 084, 649 | 1, 250, 000 | 1, 250, 000 
Capital at end of fiseal year: xh ho Sey, OM == Sea Lae ave 
Undelivered orders. ......-- ? ‘ : 25, 030 |. fe eee Bt F 
Equipment and facilities___. ; ‘ 3, 239, 747 5, 300, 000 6, 112, 000 
Investments -- icin le ‘ 3 cae ee ial 2, 617, 500 | 1, 300, 000 | 1, 000, 000 
aLeincdecignmce = i 1, 199, 388 750, 000 | 500, 000 
FD ranitidine tidak » as 5 7, 081, 665 | 7, 350, 000 7, 612, 000 
Total liabilities and capital _.-_......_- ‘ 8, 166, 314 | ; 8, 600, 000 ‘ 8, 862, 000 











! Excluding net amounts expended for investments and equipment and facilities included in comparable 
capital accounts, fiscal year 1957, $475,052; fiscal year 1958, $562,753; fiscal year 1959, $332,000. 


Mr. TuHomas. On page 32-1 you say: 


This fund consists of gifts and bequests and proceeds of property left in 
the care of the facilities by former beneficiaries or the general public; unpaid 
pension money standing to the credit of beneficiaries who die without pension- 
able heirs and proceeds from effects of such beneficiaries who die leaving no 
heirs or without having otherwise disposed of their estate. 








$24 


I have one mark here. These funds should not be spent. There is 
a temptation for those who are in charge to say, “Here is some money, 
and we need a little money we did not get in the appropriation, so 
we will spend this.” This money should be turned over to the Treas- 
ury and not a penny of it shoud: be spent because you would spend 


it for identically the same things you get appropriations for, and 
if you do not get all the money you want in appropriations the 
temptation would be to spend it. You have appropriations to cover 
90 percent of these items. Off the record. 

fp Discussion off the record. ) 
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Mr. Tuomas. Construction of hospital and domiciliary facilities. 
We will put pages 33-1 and 33-2 in the record. 
(The information referred to follows :) 


CONSTRUCTION OF HosPITAL AND DoMICcILIARY FAcILities, $9,145,000 


The construction of hospital and domiciliary facilities appropriation, subject 
to approval of the President, provides for construction of new hospital and 
domiciliary facilities; replacement of existing hospitals including acquisition of 
sites ; conversion of existing facilities to meet changes in the nature of the patient 
load ; modernization, improvements, and major repairs of existing facilities (in- 
cluding regional offices and supply depots) ; and for fixed and initial portable 
equipment required for such projects. 


I. 1959 APPROPRIATION REQUEST 


1. The appropriation request for 1959 in the amount of $9,145,000 represents 
the net estimated additional funds required for technical services (i. e., costs 
of plan and specification preparation, on-site construction supervision, and con- 
tract management) for 3 replacement projects and the 1959 program for moderni- 
zation, improvements, and repairs (major), site acquisition costs for 1 replace- 
ment hospital, and total estimated cost for the 1959 program for modernization, 
improvements, and repairs (minor). 


Analysis of construction of hospital and domiciliary facilities appropriation 
request for 1959 


Replacement of existing hospitals: 





Coral Gables, Fla. (site and technical services only) —...-----~- $1, 585, 000 
Long Beach, Calif., phase 2 (technical services only) ~.___----_-- 1, 035, 000 
Memphis, Tenn. (technical services only) ~-._..----_-_--_-_-__-----~- 2, 270, 000 
Subtotal, replacement of existing hospitals_.__......_._...___ 4, 890, 000 
Modernization, improvements, and repairs: 
Masor (techies! services only) 22. 5--. =. Se se 1, 980, 000 
I a aa a aliens oie saedrcicateechan patina ce 3, 000, 000 
Besenal cme. end. sonny menete..... 0 
Subtotal, modernization, improvements, and repairs.__..___.__ 4, 980, 000 
Total required in 1959 for construction of hospitals and domi- 
Gueeey) Tecisues promrame. >... oc. no eck 9, 870, 000 
Application of prior year savings *_....—- ===. ~ =. eee —725, 000 
Total net appropriation request__.........._...____________ 9, 145, 000 


* $270,000 applied to replacement of existing hospitals and $455,000 applied to 
modernization, improvements, and repairs. 


2. Explanation of 1959 appropriation request: 


(a) Replacement of existing hospitals, $4,890,000 


The long range hospital replacement program covers replacement of temporary 
and obsolete Veterans’ Administration hospitals. Funds requested for 1959 
under this program will provide for technical services requirements for hospitals 
at Coral Gables, Fla; Long Beach, Calif. (phase II) ; and Memphis, Tenn. Also 
included are funds to acquire a new site for the Coral Gables replacement hos- 
pital.) Construction and initial portable equipment funds for these projects 
will be requested in a future budget year. 


(b) Modernization, improvements, and repairs, $4,980,000 


This program is the consolidation of the former major alterations, improve- 
ments, and repairs appropriation with the rehabilitation and modernization pro- 
gram under the “Hospital and domiciliary facilities” appropriation. It covers 
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modernization, improvements and repairs of existing VA facilities and is sub- 
divided into three categories: 
(1) Major projects at hospital or domiciliary facilities with an estimated 
eost in excess of $300,000. 
(2) Minor projects at hospital or domiciliary facilities with an estimated 
cost of $300,000 or less. 
(3) Supply depot and regional offices. 


Funds requested are predicated on a $25 million program for 1959. In light 
of the accrued obsolescence in the VA hospital system and the continuing need 
for modernization of facilities to keep abreast of improved medical practice, the 
program planned for 1959 represents an extremely conservative level. The ap- 
propriation request includes the entire cost of $3 million for the minor and 
supply depot and regional office categories. With respect to the maor category 
(estimated to cost $22 million) the appropriation request provides for funding 
of only the technical services phase of this category in the amount of $1,980,000 
in 1959. This will provide funds for design of these projects a year in advance 
of requesting construction money in the estimated amount of $20,020,000. 

_Mr. Tuomas. You are asking for $9,145,000 for construction of hos- 
pital and domiciliary facilities. What was that comparable figure 
last year, gentlemen? _ 

Mr. Baker. Appropriated for 1958, $42,500,000; and for major 
alterations, improvements, and repairs, $2,028,000. 

Mr. Tuomas. That was in the program under $300,000 ? 

Mr. Baxer. That is right. 


CONSOLIDATION OF APPROPRIATION LANGUAGE 


Mr. THomas. That is what we call minor alterations. Gentlemen, 
turn to page 33-1 of the justification and page 327 of the committee 

rint. They want to consolidate those programs. Heretofore we have 
fad two programs, over $300,000 and under $300,000. Over $300,000 
was the major construction work as well as the complete building costs 
of the new hospital. 

Let me read this from page 33-1: 

The appropriation request for 1959 in the amount of $9,145,000 represents the 
net estimated additional funds required for technical services (i. e., costs of plan 
and specification preparation, on-site construction supervision, and contract 
management) for 3 replacement projects and the 1959 program for moderniza- 
tion, improvements and repairs (major), site acquisition costs for 1 replacement 
hospital, and total estimated cost for the 1959 program for modernization, im- 
provements and repairs (minor). 

So you have about 6 or 7 or 8 items. 

You have technical services for the replacement of 3 hospitals at 
Coral Gables, Fla., Long Beach, Calif., and Memphis, Tenn., and the 
technical services for these 3 hospitals and funds for the Coral Gables 
site total $4,890,000. What will be the ultimate construction cost? 
You do not set that out. 

Mr. Epear. Long Beach, second phase, 820-bed G. M. and S., $12,- 
650,000 

Coral Gables, $15,975,000. This is a 500-bed G. M. and S. 

Memphis, 1,000-bed GM and S, $26,350,000. 

Mr. Tuomas. That is Memphis, $26,350,000 ? 

Mr. Epear. Yes. 

Mr. Tuomas. And what is Coral Gables? 

Mr. Enear. $15,975,000. 

Mr. Tuomas. And Long Beach? 

Mr. Epear. Phase IT, $12,650,000. 

21543—58—pt. 1—_—_59 
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MODERNIZATION, IMPROVEMENTS, AND REPAIRS 


Mr. Tuomas. All right. Now let us go back to the modernization, 
improvements, and repairs. This is major technical services only. 
This is the program of repairs and so forth under $300,000, is it not? 

Mr. Wurrrier. This is for major projects over $300, 000. 

Mr. Tuomas. Major technical services only, $1,980,000; minor, $3 
million. the total appropriation request is $9,145,000. 

Mr. Epear. Yes, sir. 


LIST OF MODERNIZATION PROJECTS 


Mr. Tuomas. The little ones are set out on pages 33-4 and 33-5. We 
will put those pages in the record. 
(The information referred to follows :) 


1959 modernization, improvements, and repairs program 


[Thousands of dollars] 





| 
| Total es- 
Location | Description timated 
} cost 


MINOR PROJECTS 


Alexandria, La--.-._- : ...| Modernization program, phase IV, (metal awnings for 110.0 
| quarters and hospital buildings). i 
American Lake, Wash__- ..| Alterations to Exercise Building 62 83.0 
Bath, N. Y- i --| Modernization program, phase LV, (alterations to Building 165.7 
|} 26). | 
Bronx, N. Y_- | Elevator, Building 13____-. 87.2 
Chicago, Il. (west side) - .| Animal laboratory (alterations to Buiiding 1 to provide | 87.3 
for animal quarters and laboratory facilities for medical | 
| research program). { 
Ft. Lyon, Colo Underground sprinkler system- 18.3 
Fresno, Calif. ...-- hs ....| Water treatment dod Le 32 12.3 
Hines, Tl_- ae Replace elevators, P —§ and P-7 136, 7 
Iowa City, Iowa__- 2 Additional frozen food refrigeration space 14.8 
Knoxville, Iowa , | Wet salt storage tank ‘ 4 ; ‘ ; 25.0 
Minneapolis, Minn TB bacteriology laboratory 138.9 
New Orleans, La- Animal laboratory (alterations to Building 6 to provide 138. 9 
for animal quarters and laboratory facilities for medical 
research program). | 
Roanoke, Va-.-.-..--- ; i .| Alterations Building 8 for chronic long-term patient treat- 223. 0 
ment. 
Sheridan, Wyo. | Refrigeration room, Building 7 . . 18.9 
St. Cloud, Minn- --- | Water supply adjustments. 215. 0 
St. Louis, Mo-- Research laboratory, phase IIT. 107.2 
Temple, Tex--- Interconnect boiler pl: ants 133. 3 
Do-_- Remodel cold storage Building eZ 69.7 
Togus, Maine_-- Detention screens ‘ = | 112.2 
Waco, Tex-- Air conditioning, recre: ation building. : ; 136.7 
Wadsworth, Kans... Replace elevators, Building 91, (2 passenger and 1 freight) 253. 3 
Administrator’s discretionary fund.| : ; 300. 0 
Various stations overall fire and ; : ; . 412.6 
safety program. | 
Total estimated cost, minor bs apcadsdiscgulbind t-euginok col ad cy 3, 000. 0 


projects (1959 appropria- | 
tion request). 


Mr. Tuomas. I notice under Iowa City, additional frozen food re- 
frigeration space, $14,800. This is a brand new installation. Why 
do you have to go back and spend that much there now ? 

Mr. Epnear. That is an additional requirement. 


MAJOR TECHNICAL SERVICES 


Mr. Tuomas. Major technical services total $1,980,000 and that is 
set out on pages 33-3. 
How much for Battle Creek ? 
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Mr. Epear. $737,400. 
Mr. Tuomas. Bay Pines, Fla. ? 
Mr. Enear. $7,225,000. 
Mr. Tuomas. Bedford, Mass. ? 
Mr. Enear. $1,007,000. 
Mr. THomas. Biloxi, Miss. ? 
Mr. Epear. $309,000. 
Mr. Tuomas. Columbia, S.C. ? 
Mr. Enear. $587,000. 
Mr. Tuomas. Lebanon, Pa. ? 
Mr. Enear. $453,200. 
Mr. Tuomas. Where was it our friend from North Carolina, Judge 
Shuford, was inquiring about ? 
Mr. Jonas. That was to be a major reconstruction program at 
Oteen. 
Mr. Enaar. Yes. 
Mr. Tuomas. There was a little construction work to be done at 
Oteen and the Bureau of the Budget knocked it out. 
All right. You have three programs. We have $4,980,000 for 
technical services looking toward the construction of 3 big new hos- 
itals. We have $1,980,000 for major projects of $300,000 and over, and 
3 million for minor projects. How many projects do you have here? 
Mr. Enear. 21. 


UNOBLIGATED BALANCES 


Mr. Tuomas. How much money do you have in the till that you have 
not obligated ? 

Mr. Enear. $144,100,000. 

Mr. Tuomas. I thought you gave us a figure of $175 million. 

Mr. Enear. Actually, it is $144,070,000. 

Mr. Tuomas. How much was appropriated last year? How much 
did you use and how much did you obligate? This program has been 
in effect since 1953 ; has it not? 

Mr. Enear. Yes. 

Mr. Tuomas. The modernization program went into effect in 1952 
or 1953? 

Mr. Enear. 1952 and 1953. 

Mr. Tuomas. Starting in with 1952, give us the appropriation per 
year and the obligation per year. As of today you have unobligated 
$144 million ? 

Mr. Enear. $144.1 million in round numbers. 

Mr. Tuomas. How much was appropriated in 1957 ? 

Mr. Baxer. $51,635,000, plus $4,533,000 for major alterations and 
repairs. 

Mr. Tuomas. How much did you obligate of that ? 

Mr. Baker. Program costs were about $39 million, I believe. 

Mr. Enear. That is1957? We obligated $21.6 million. 

Mr. Tromas. Let me read this paragraph from page 33-2. It has 
a lot of meat in it: 


The long-range hospital replacement program covers replacement of tempo- 
rary and obsolete Veterans’ Administration hospitals. Funds requested for 1959 
under this program will provide for technical services requirements for hospitals 
at Coral Gables, Fla.; Long Beach, Calif. (phase II); and Memphis, Tenn. 


me included are funds to acquire a new site for the Coral Gables replacement 
ospital. 
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How much do you have for that ? 
Mr. Enear. $250,000. 
Mr. Tuomas (continuing reading) : 


Construction and initial portable equipment funds for these projects will be 
requested in a future budget year. 


Then you say: 





With respect to the major category (estimated to cost $22 million) the appro- 
priation request provides for funding of only the technical services phase of 
this category in the amount of $1,980,000 in 1959. This will provide funds for 
design of these projects a year in advance of requesting construction money in 
the estimated amount of $20,020,000. 

Why did you not obligate that $144 million you have? 

Mr. Epear. That $144 million, for example, the Cleveland neuro- 
psychiatric hospital—there are four large hospitals in this unobli- 
gated balance. 

Mr. Tuomas. And the money has been appropriated for them ? 

Mr. Epear. Yes. 

Mr. Tuomas. How much was appropriated for those three? 

Mr. Enear. Cleveland NP-1,000 beds, $21,456,000; Downey, IIL, 
$20,449,000; Jackson Miss., $10,708,000; Nashville, Tenn., $9,500,000. 
Those are unobligated construction funds only. 

Mr. Tuomas. That is $60 million and you have $140 million un- 
obligated. What have you done with the other $80 million? We did 
not give you that to keep. We gave it to you to spend. 

Mr. Epear. In 1958 you appropriated the $42 million. That is 
what we are working on. We just got that 6 months ago. It takes 
6 months to a year or a year and a half to get a program project out 
and on the big hospitals it takes sometimes a year or 2 years to get 
them on the market. 

Mr. Tuomas. You want less than $10 million this year ? 

Mr. Epaar. We will ask for the construction money next year for 
those that we are working on the plans now in this budget. 

Mr. THomas. You mean you asked for more money last year than 
you could spend? How much did you spend of last year’s money or 
get obligated ? 

Mr. Scuwetcxart. The money appropriated in 1 year is rarely 
spent that same year. 

Mr. Txomas. I mean obligated. How much do you have obligated ? 

Mr. Enaear. $22 million in 1957. 

-_ THomas. You got more money than you could obligate; did you 
not ¢ 

Mr. Epear. On these large hospital plans they run for 2 years and 
that is why you have the buildup in unobligated balance. We have 
obligated up to the first of this year $30 million, and by June 30 we 
will obligate in the neighborhood of $60 million to $65 million. 

Mr. THomas. Yes; I notice that table over there, but I was wonder- 
ing how accurate it is. 

r. THomas. The justification says: 
In consonance with the policies of the administration to curtail civilian expen- 


ditures, an obligational ceiling of $50 million has been established by the Bureau of 
the Budget. 


Mr. Enear. For 1959. 
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Mr. THomas (continuing reading) : 


It is planned to place under construction through 1959, within the limits of the 
obligational ceiling, the projects listed in the tables shown on pages 33-9 to 33-15. 


How much work do you have to do over and above what you have 
scheduled for this year? You have it set out in a table. It is about 
$175 million, as I remember. 

(Continuing reading.) 

In the event there is a relaxation in the policy and obligations in excess of $50 
million are allowed, it is estimated that projects totaling approximately $25 mil- 
lion, and for which funds have previously been appropriated, will be ready for 
award of construction contracts in 1959. 

That does not jibe. 

Mr. Baxer. The Bureau has set a ceiling of $50 million. We think 
we could obligate $25 million above that if we had permission. 

Mr. Ketsry. That would include beginning the hospital at Cleve- 
land. 

Mr. Epear. There are two big hospitals that go on the market this 
year. : 

Mr. Tuomas. This next paragraph is already in the record: 

The hospital construction program authorized in 1947 and subsequent years 


consists of 77 projects to provide approximately 38,040 beds and 12 projects 
which are substantially completed for conversion of beds at existing hospitals. 


Then it goes on and lists these projects. 





PROGRESS ON CONSTRUCTION PROGRAM 


If page 33-7 of the justifications has not already been placed in 
the record, we will put it in at this point. 
(The page referred to follows ) 


III. PrRroGRESS ON CONSTRUCTION PROGRAMS 


In consonance with the policies of the administration to curtail civilian 
expenditures, an obligation ceiling of $50 million has been established by the 
Bureau of the Budget. It is planned to place under construction through 
1959, within the limits of the obligational ceiling, the projects listed in the 
tables shown on pages 33-9 to 33-15. In the event there is a relaxation in the 
policy and obligations in excess of $50 million are allowed, it is estimated that 
projects totaling approximately $25 million, and for which funds have previously 
been appropriate, will be ready for award of Cconstrutcion contracts in 1959. 


1. NEW HOSPITAL PROGRAM 


The hospital-construction program authorized in 1947 and subsequent years 
consists of 77 projects to provide approximately 38,040 beds and 12 projects 
which are substantially completed for conversion of beds at existing hospitals. 
As of June 30, 1957, major construction had been completed on 72 of these 77 
projects. Construction was underway on one project, Topeka, Kans., which is 
scheduled to be completed in 1958. This left 4 new hospitals to be put under 
construction, i. e., Cleveland, Ohio, 800-bed G. M. & S.; Cleveland, Ohio, 1,000-bed 
NP; San Francisco Bay area, California, 1,000-bed NP; and Washington, D. C., 
500-bed G. M. & S. The 1,000-bed NP hospital for the San Francisco Bay area 
being constructed at Palo Alto, Calif., was put under construction in the first 
half of 1958. The 1,000-bed NP hospital for Cleveland, Ohio, is scheduled to 
be ready for construction in 1959 and will be awarded in that year if the 
obligational ceiling permits. Contingent upon Bureau of the Budget approval 
of preliminary plans and appropriation of funds it is planned that Washing- 
ton, D. C., and Cleveland, Ohio, G. M. & S. hospitals are expected to be put 
under construction in 1960. 
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2. REPLACEMENT OF EXISTING HOSPITALS 


The replacement program consists of a long-range program to replace tem- 
porary, obsolete or hazardous hospitals. To date the President has approved 
replacement of 9 hospitals to be replaced over a period of 6 to 8 years. As of 
June 30, 1957, the major construction contract has been awarded on one project 
(Long Beach, Calif., phase I). Award of the construction contract on Downey, 
Ill. (phase I) is scheduled for the latter part of 1958. Contracts for Jackson, 
Miss., and Nashville, Tenn., projects are scheduled for the latter part of 1959 
or the early part of 1960. Construction contracts for Wood, Wis., and Oakland, 
Calif., for which technical services funds are available, are scheduled for 
award after 1959. Technical services funds for Long Beach, Calif., (phase IT), 
Coral Gables, Fla., and Memphis, Tenn., are requested in 1959. Construction 
funds for Wood, Wis., Oakland, Calif., Long Beach, Calif. (phase IT), Coral 
Gables, Fla., and Memphis, Tenn., and technical services and construction 
funds for Temple, Tex., will be requested in future budgets. 


MODERNIZATION, IMPROVEMENTS, AND REPAIRS 


Mr. Tuomas. What about your major projects under your moderni- 
zation, improvements, and repairs program? Your justifications 
show you have a total of 128 major projects and the table on page 
33-8 shows you have only completed 38. You have 380 minor proj- 
ects and have only completed 214 of them. 

Mr. Epnear. Under construction as of June 30, 1957, 36 major proj- 
ects and 80 minor projects. 

Mr. Tuomas. This is no fault of the Veterans’ Administration, and 
we do not want to embarrass you, but it looks like to me—and I speak 
only for myself—in view of the fact it is admitted we have 3.5 
million unemployed, and I noticed one of our distinguished officials 
estimated there would be 5 million people unemployed in another 
30 or 60 days, this is kind of squeamish times in my judgment. 
Now would be a good time to make these commitments and put peo- 
ple to work and get this needed work done, because we have to 
make these repairs, and every year we put it off will increase the 
cost. 

How much work could you put under contract this year? You 


have a request for $9,145,000. This is appropriated funds, is it 
not ? 


Mr. Baker. Yes. 

Mr. Tuomas. Or transferred ? 

Mr. Baxer. Appropriated. 

Mr. Tromas. How much work are you going to do in addition 
to this $9,145,000 ? 

Mr. Epear. This $9,145,000 is technical services for those three 
large hospitals and the technical services for the large R. and M. 
program, and 3 million for minor programs. 

Mr. Tuomas. Is this it for this year? 

Mr. Epear. This is is for this year. 

Mr. Tuomas. How much more could your profitably put under con- 
tract. in addition to this $9,145,000 during fiscal 1959? The work 
is needed and it will eventually have to be done. 

Mr. Epear. This money we get here, the $3 million on minor proj- 
ects, could possibly get under contract this year. These others, it 


takes from a year to 2 years to get those designed and on the 
market. 
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Mr. THomas. What could you put under contract this year? 

Mr. Enear. $60 to $65 million. 

Mr. Baxer. And we intend to. 

Mr. Enear. $30 million of the 60 to 65 million is already obligated ; 
for 1959 the ceiling amount is $50 million. 

Mr. Tuomas. You are only getting $9 million. Where will you 
get the rest? 

Mr. Scuwerckart, The $144 million available balance was the figure 
as of December 31. During the balance of the fiscal year we expect to 
obligate another $30 to $35 million, which would be a reduction from 
that $144 million. That would bring us to $60 or $65 million con- 
struction contracts during fiscal 1958, and for fiscal 1959 the obligation 
ceiling is $50 million. : 

Mr. THomas. How much money do you have? 

Mr. Scuwerckart. $144,100,000 available. 

Mr. THomas. How much will you have available at the end of 
fiscal 1958 ? 

Mr. Scuwercxkart. $144 million less 30 or 35 million dollars; $110 
million, possibly. 

Mr. Tuomas. And this is fresh money here? 

Mr. Scuwercxart. This would be additional money for planning. 
Fifty million dollars would be obligated in 1959. 


BUDGET CEILING FOR 1959 


Mr. Tuomas. How much would you have unobligated at the end 
of 19594 About $60 million? How much could you obligate during 
1959 of that $60 million in cash you have in your pocket that has 
not been authorized by the Bureau of the Budget for work that you 
will have to do eventually? You have $60 million that is unobligated. 
How much could you obligate of that $60 million of funds you already 
have in 1959 over and above the $50 million that you intend to spend ? 

Mr. Epear. Your question is what we could obligate and hope to 
obligate in 1959? 

Mr. Tuomas. Over and above the ceiling of the Bureau of the 
Budget. 

Mr. Evear. Another $20 million or $25 million. 

Mr. Tuomas. How much would that be altogether ? 

Mr. Epear. $70 million or $75 million instead of $50 million. 

Mr. THomas. What will it take to put that extra $50 million under 
obligation ¢ 

Mr. Epear. The raising of the ceiling. 

Mr. Toomas. By whom ¢ 

Mr. Kersey. The Budget Bureau. 

Mr. Tuomas. Is there anything this committee can do about it? 
Will we have to get Mr. Brundage over here ? 

Mr. Epear. It is our feeling that when the plans are done on this 
big 1,000-bed hospital at the end of this fiscal year, that we would 
ask to put it on the market, and that is $20 million or $23 million. 

Mr. Witenes. What about this category of $300,000 and over? You 
have 14 projects totaling $1,980,000. That is technical services and 
it will cost you $20 million to complete them. 

Mr. Epcar. That is what it would cost to put them under con- 
struction. 
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a Tomas. How many more dollars would you need to be ready 
to go? 

Mr. Scuwerckart. These have to be planned. We have to have 
the technical services money to get the plans. 

Mr. Tuomas. How many more places do you have you want to put 
under plans? 

Mr. Scuwercxart. Coral Gables; Long Beach, phase II; and 
Memphis are in the same category. 

Mr. Tuomas. Are these entirely replacements? Are there any big 
modernizations here ? 

Mr. Scuweickart. Those on page 33-3 are modernizations. 

Mr. Epear. Bay Pines isa big one. 

Mr. Tuomas. Do you have any major modernization projects besides 
this replacement program ? 


LONG RANGE MODERNIZATION PROGRAM 


Mr. Epear. This is a program that the Department of Medicine 
and Surgery and the Requirements Committee have felt should be 
in this budget. 

Mr. Tuomas. Do you have any major programs exclusive of re- 
placements where you need new buildings throughout the system? 

Dr. Mippteton. This has been correlated with construction. 

Mr. Epear. I believe the feeling is around $25 million a year would 
keep a nice flow of work in the system. 

Mr. Tuomas. Why did you ask $42 million last year if you knew you 
would not obligate it? 

Mr. Epear. Starting back in 1954—— 

Mr. Tuomas. In the first place, the Bureau of the Budget approved 
your request for $42 million? 

Mr, Epear. Yes. 

Mr. Tuomas. Why was it cut down this year ? 

Mr. Scuwetckart. Because we have an unobligated balance that 
will keep us in business and give us a normal amount of work during 
1959. 

Mr. Tuomas. You did not understand my question. When was this 
presented, last June or July or August? 

Mr. Baxer. September. 

Mr. Tuomas. Times were a lot different then than now. Have you 
asked them to review this program? Why did you not go back to 
the Bureau of the Budget and ask them to review this? This is 6 
months old, is it not? Times are vitally different. At least every- 
body seems to be saying they are different than they were 6 months 
ago. If there ever was a time to carry on a modernization program 
that eventually has to be carried out, this is the time to do it. 

Have you talked to the Bureau of the Budget about it recently ? 

Mr. Baxer. This was reviewed in December. 

Mr. Kersey. Just prior to the submission of the President’s budget. 

Mr. Tuomas. All right. This is the way you want it, then? 

Mr. Baxer. We believe we have enough money on hand to carry 
outtheplans. 

Mr. Txomas. You believe you have enough? Such an under- 
statement? You have $60 million more than you need. What we are 
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urging you to do is to obligate that $60 million you have in your 
jeans and you have not done it. 

Mr. Baxer. I think we can this year and make a big dent in the 
next year. 

Mr. Tuomas. Provided you get the ceiling removed by the Bureau 
of the Budget. 

Mr. Baker. We have hopes we can do that, Mr. Chairman. 


OTEEN, N. C., HOSPITAL 


Mr. Jonas. What is the amount of money that had been programed 
for spending on repairs at Oteen ? 

Mr. Epear. We had a field survey made there and it is a very tenta- 
tive study stage with the Department of Medicine and Surgery. It 
will cost in the neighborhood, and I am pulling this figure out of the 
air just from this on the ground survey, $16 million. 

Mr. Jonas. What is involved there, and is $16 million right? 

Dr. Wotrorp. We had a project for $330,000. On reviewing the 
program with the Bureau of the Budget it was recommended that 
instead of going into modernizing these outlying wards that we build 
a new addition there, so we plan to ask for the technical services 
in 1960. It will run around $16 million. 

Mr. Jonas. The original plan that I thought had been approved 
was to spend $300,000. 

Dr. Wotrorp. That was set up for 1957 as the first phase of the 
modernization program. That would modernize only one building. 

Mr. Jonas. Then later you had a change of opinion about that? 

Dr. Wotrorp. In other words, it was thought to be more economical, 
instead of spending money on those old buildings, to built a new 


- building. 


Mr. Jonas. A new building that ultimately will cost $16 million ¢ 

Dr. Wotrorp. Yes, sir. 

Mr. Jonas. You think it will be fiscal 1960 before you can have 
plans completed ? 

Dr. Wotrorp. For technical services; yes. 

Mr. Jonas. But you have no money for technical services in this 
budget ? 

Dr. Worrorp. That is right. 

Mr. Jonas. You plan to ask for the technical services money in the 
1960 budget ? 

Dr. Wotrorp. Yes, sir. 

Mr. Jonas. How much will that be? 

Mr. ScHwerckart. One and a quarter million dollars for technical 
services. 


CONSTRUCTION PROGRAM SALARIES AND EXPENSES 


Mr. Tuomas. How much money are you spending outside of your 
salaries and expense money here? That is in the record in page 
26-10 and in page 26-11. 

Mr. Epear. That is right, Mr. Chairman, 26-11 is the breakdown. 

Mr. Tuomas. Under medical administrative. 

Mr. Epear. Yes. 

21543—58—pt. 1——-60 
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Mr. Tomas. How much money are you spending besides that? 

Mr. Enear. Shown on page 33-16. 

Mr. Tuomas. You have $1,192,000. 

Mr. Epear. That is the old S. and E., sir; what we now call MAMOE. 

Mr. THomas. You have more than 149 people in the district, have 
you not ? 

Mr. Enear. Yes, sir. 

Mr. Tuomas. This 487 covers your field offices, District of Colum- 
bia, and what you have shown as hired labor? 

Mr. Epoar. Yes, sir. 

Mr. Tuomas. How much money are you spending outside of this 
appropriation? How much do you spend for architects, and so forth, 
in addition to this? 

Mr. Epnear. Page 33-16 shows the breakdown for other contractual 
services. These are funds for salaries, for the H. D. and F. personnel 
who are making the working drawings and supervising and ad- 
ministering the contract. 


COST SUMMARY BY OBJECTS 


Mr. Tuomas. Insert page 33-16 at this point in the record. 
(The page referred to-follows :) 


IV. DetTAIL or Cost By OBJECTS 


For comparative purposes the following tables reflect the estimated cost by 
objects and the average employment for 1958 and 1959 compared to actual usage 
during 1957. It should be noted that the construction of hospital and domiciliary 
facilities appropriation request is justified on the requirements for construction 
and not by object classification. 


Cost summary by object 


























Increase (+) 
Actual, fiseal| Estimate, Estimate, or decrease 
year 1957 fiscal year fiscal year (—), fiscal 
1958 1959 ear 1959 over 
seal year 1958 
Cost by object: 

01 Personal services, total $2, 017, 063 $2, 316, 420 $2. 063, 970 — $252, 450 
VA employees-.- (1, 915, 402) (1, 796, 420) (1, 543, 970) — (252, 450) 
Hired labor. . _- (101, 661) (520, 000) (520, 000) (0) 

02 Travel, employee 47, 128 88, 000 88, 000 0 

03 Transportation of things 180 2, 500 2, 500 0 

04 Communications 4, 035 7,000 7,000 0 

05 Rents and utilities 762 10, 000 10, 000 0 

06 Printing and reproduction abe Sakai sis weed base de seeted y 

07 Other contractual services __ 1, 871, 537 1, 936, 540 4,685,247 | +2, 748, 707 

08 Supplies. --_.---- . 124, 451 300, 000 300, 000 0 

09 Equipment. __- 1, 150, 587 2, 940, 904 2, 421, 548 — 519, 356 

10 Lands and structures . 33, 746, 442 28, 342, 877 29, 358, 438 +1, 015, 561 

11 Grants, subsidies, and contracts, re- 

funds, awards.____- nu : 0 115, 200 97, 100 — 18, 100 

ED ee ore ee ete €48 0 0 0 

15 Taxes and assessments___-__.-_- 2, 730 10, 000 10, 000 0 

Subtotal, VA cost_........._.._..-_- 38, 965, 563 | 36,069,441 | 39,043,803 | +2, 974, 362 
Allocation to OCE__......._____- : 132, 144 109, 834 199, 613 +89, 779 
tects eine Dain clitemsertest . 39, 097, 707 36, 179, 275 39, 243,416 | +3, 064, 141 
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Comparative average employment 


Increase (+) 
Actual, fiscal| Estimate, Estimate, or decrease 
year 1957 fiscal year fiseal year (—), fiscal 

1958 1959 1959 over 
scal year 1958 
Average employment --..........-_..-2-.-....- 311 375 338 —37 
EDS fbn. dienes lacuiepacecioeweters 291 275 238 —37 
INOG Shi cnneinndésseseln Salts utero 20 100 100 Q 


Mr. Tuomas. To that 338 you have to add 149 to get the correct 
figure. Is that right? 

Mr. Baxer. That is right. 

Mr. Tuomas. What about the personal services, $2,063,970 ? 

Mr. Epear. Yes. 

Mr. THomas. What about the private architects? 

Mr. Epear. That is in object 07. 

Mr. THomas. How much is that? 

Mr. Epear. Estimated for 1959 at $4,685,247. 

Mr. Tuomas. How many different projects? You show an increase 
of $2,748,707. 

Mr. Scuwercxarr. We have in the hands of private architects at 
this time projects amounting to $77,500,000, of which $15,500,000 worth 
is just in the planning stage. 

Mr. Tuomas. These are all fee contracts you are talking about? 
What is the fee you pay now ? 

Mr. Epear. Varies on the size of the job, from 4 to 5 percent. It 
depends on the complexity of the job. 

r. Toomas. Negotiated deal on each one? 

Mr. Scuwetcxart. A negotiated contract. 

Mr. Tuomas. You have lands and structures, $29,358,435. How do 
you arrive at that figure ? 

Mr. Baxer. That is the value of the work estimated to be put in 
place, during 1959, such as buildings and structures. 

Mr. Scuwercxart. The work which will be done by the building 
contractors on the job sites. 

Mr. Tuomas. I thought you used a figure of $50 million for that. 

Mr. ScuweicKkart. Obligations. This is work we expect contrac- 
tors to actually perform. 

Mr. Epear. There will be more obligated but this is actually built. 


INITIAL PORTABLE EQUIPMENT 


Mr. Tuomas. What is the equipment item of $2 million plus # 

Mr. Epear. Initial portable equipment which goes into these hos- 
pitals. 

Mr. Txomas. Portable equipment. You have no money in this 
year’s budget for that, have you? ' 

Mr. Baker. We have a balance from prior years for that purpose. 

Mr. Tuomas. Is there any money in this year’s budget for it? 

Mr. Baker. No, sir. 

Mr. Enear. We get that in our construction funds. 
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Mr. THomas. What is your carry-over or your unobligated balance 
in your portable equipment fund ? 

Mr. Baxer. About $6,409,000 for portable equipment was unobli- 
gated at November 30, 1957. 

Mr. THomas. How much? 

Mr. Baker. $6,409,000. 

Mr. Tuomas. You have some language on that here. Where is the 
language ? 

Mr. Enear. Referring to the top of page 33-1? 

Mr. Tromas. Construction and initial portable equipment funds 
for these projects will be requested in future years. 

Mr. Epnear. That is when it is included in the construction fund, 
sir. 

Mr. Tuomas. How much do you have in the fund that you are not 
obligating now ? 

Mr. Baker. We started out the year with this $6,400,000. 

Mr. THomas. Your table shows you are obligating about $2,400,000. 

Mr. Baxer. That is right. 

Mr. Tuomas. You have $314 million unobligated. 

Mr. Baxrr. That was the ‘beginning of the year. We expect to 
put in place about $3 million this year and $2,400,000 next year. 

Mr. Vursext. Mr. Chairman, I think you brought out in the last 
3 or 4 days practically all of the pertinent questions. I do not believe 
I have any farther questions to ask this group. 

I would like to say as this is drawing near the close that it has been 
a very interesting session and I think the members of the Adminis- 
tration from Mr. Whittier down have given a very good account. 

Mr. Tuomas. Very good. Iam willing to admit it, too. 

Mr. Vurse.y. They are well on top of the job and I think they are 
doing the best they can under the laws they are working with and 
with the present stress of times. 

Mr. Jonas. I want to concur in what has been said with reference 
to compliments passed around. 


VA USE OF GSA MOTOR POOLS 


Do you make any use of the motor-pool operations offered by Gen- 
eral Services? 


Mr. Wurirtrier. Yes, we do. 

Mr. Jonas. How much use do you make of those pools? 

Mr. O’Net. We have cooperated completely with them. I have 
a list here of the areas where pools have been set up. 

Mr. Jonas. Do you use their pool in Washington ? 

Mr. O’Nem. Yes, sir. 

Mr. Jonas. Exclusively? You do not operate any automobiles ex- 
cent one? 

Mr. O’Netu. That is right. 

Mr. Jonas. You cooperate in areas where they are operating and 
have automobiles available, I assume? 
Mr. O’Netu. Wherever they have established a motor pool, we use 
It. 

Mr. Jonas. Do you find it satisfactory ? 

Mr. O’Net. Yes; it is satisfactory. 
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Mr. Jonas. They contend they save a lot of money through the use 
of those pools. I hope that is right. 

Mr. O’Netw. I think it probably does save some. It is pretty diffi- 
cult to tell because of lack of availability of provable data. 

Mr. Jonas. Potentially, it offers an opportunity to save because it 
makes use of automobiles that otherwise might not be in use. 

That is all I have, Mr. Chairman. 

Mr. Tuomas. Gentlemen, we thank you very much. We apologize 
for spending so much time. You have been very fine, and good luck 
to all of you. 

Mr. Wuirtier. Mr. Chairman, I just want to say that this com- 
mittee has a difficult and arduous task. We appreciate your deep 
interest in the veterans’ problems. I think if the taxpayers and other 
people in America could see the tremendous amount of work and 
effort that the chairman and other members of this committee put into 
this study and review, the people would feel that the Congress of this 
country is doing a very fine job. 
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